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TUESDAY, JUNE 26, 1951 


House or REPRESENTATIVES, 
Committee ON ForEIGN AFFAIRS, 
Washington, D. O. 

The committee met in the Ways and Means Committee room, New 
House Office Building, at 10 s. m., Hon. Jame’ P. Richards (chair- 
man) presiding: 

Chairman Ricwarps. The committee will come to order, please. 

Ladies and gentlemen, we are meeting here this morning to begin 
hearings on the proposed Mutual Security Program legislation. 

No bill has yet been introduced, but the text of the measure ( 
by the executive branch has been included in the committee print 
of The Mutual Security Program for Fiscal Year 1952—Basic Data 
Supplied by the Executive Branch, which is before each member. 

would like to say for the information of the members that you will 
find the text of the measure starting on page 51 of this study we have 


ere, 
In the interest of orderly procedure we will use this proposed text 
as the basis for discussion rea ee hearing. 
(The proposed draft of the bill is as follows:) 


Prorosep Drart or Morvat Security Act or 1951 


ILL and ¢ foe t Uni 

A BULL Te eel te SE ET tte ane ep i ett Ct a 

Be tt enacted by the Senate and House of Representatives of the United States of 

America ; a oe reas assembled, That this Act may be cited as the ‘'Mutual Secu- 
cto : 

Ec. 2. The Congress declares it to be the purpose of this Act to promote the 
foreign policy of the United States by authorizing mili , economic and tech- 
nica) assistance to friendly countries to strengthen the individual and collective 
defenses of the free world, to develop their resources in the Interest of their 
security and Independence and the national faterest of the United States, and to 
facilitate the effective participation of those countries in the United Nations 
ayatem for collective security. The purposes of the Mutual Defense Assistance 

ct of 19490, as amended (22 U, 8. C. 1571-1604), the Economic Cooperation 
Act of 1048, as amended (22 U. 8. OC, 1501-1522), and the Act for Internationa! 
Development (22 U. 8. C. 1557) shall hereafter be deemed to include this purpose. 


TITLE I 
Evrors 


Sxc. 101, In order to aupport the freedom of Europe through aasistance which 
will further the carrying out of the pans for defense of the North Atlantio area, 
while at the aame time maintaining the economic stability of the countries of the 
ares so that they may meet thelr responsibilities for defense, thete are hereby 
authorized to be eprroptiated to the President for the year 1952— 

(a) $5,203,000,000 for assistance pursuant to the prosisions of the Mutual 
Defense Assistance Act of 1049, as amended (22 U. 8. C. 1571-1604), for 
countries which are parties to the North Atlantic Treaty and for any country 
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of Europe (other than a country covered by another title of this Act), which 
the President determines to be of direct Importance to the defense of the 
North Atlantic area and whose increased ability to defend itself the President 
determines contributes to the preservation of the peace and security of the 
North Atlantic area and {s important to the security of the United States. In 
addition, unexpended balances of sppropriations heretofore made for carryin 
out the purposes of the Mutual Defense Assistance Act of 1049, as amend 
(22 U. 8. C, 1671-1604), through assistance to any of the countries covered by 
this subsection are hereby authorized to be continued available through June 
aH ba and to be consolidated with the appropriation authorized by this 
au on. 
(>) $1,676,000,000 for assistance pursuant to the provisions of the Eco- 
nomle Cooperation Act of 1948, as amended (22 U. 8. C. 1501-1522) (in- 
cluding assistance to further European military production), for any country 
of Europe covered by subsection (a) of this section and for any other country 
. covered by section 103 (a) of the sald Economic Cooperation Act of 1048 
(22 U. 8. C. 1502). In addition, unexpended balances of sppropriations 
heretofore made for carrying out the purposes of the Economle Cooperation 
Act of 1948, as amended (22 U. 8. C. 1501-1622), are hereby authorized to 
be continued available trough June 30, 1052, and to be consolidated with 
the appropriation authorized y this subsection. 

(c) Not to exceed 5 percent of the total of the appropriations granted 
pursuant to this scctlon may be transferred, when determined by the Presi- 
dent to be necessary for the purposes of this Act, between appropriations 
granted pursuant to either subsection: Provided, That the amount herein 
authorized to be transferred shall be determined without reference to any 
balances of prior appropriations continued available pursuant to this section. 


TITLE If 
Near East and AFRICA 


Sec. 201. In order to further the purposes of this Act by continuing to provide 
military assistance to Greece, Turkey, and Iran, there are ereby authorized to be 
appropriated to the President for the fiscal  haiad 1052, not to exceed $415,000,000 
for furnishing assistance to Greece and Turkey P gal rear to the provisions of the 
Act of ater 22, 1947, as amended (22 U. 8. C, 1401-1410), and for furnishing 
assistance fo Iran pureuant to the prexbion: of the Mutual Defense Assistance 
Act of 1949, as amended (22 U. 8. C. 1571-1604). In addition, unexpended 
balances of appropriations heretofore made for assistance to Greece and Turkey, 
available for the fiscal year 1951, pursuant to the Act of May 22, 19.47, as amended 
ge U. 8. C. 1401-1410), and for assistance to Iran pursuant to the Mutual 
efense Assistance Act of 1949, as amended (22 U. 8. C, 1601), aro hereby au- 
thorized to be continued available shroueh June 30, 1952, and to be consolidated 
with the eppropration authorized by this section. 2 

Bzo. 202. Whenever the President determines that such action Is essential for 
the pu of this Act, he may provido assistance, pursuant to the provisions 
of the Mutual Defense Assistance Act of 1949, as amended (22 U. 8. C. 1571- 
1604), to any country of the Near East area (other than those covered by sce. 
201) and may utilize not to exceed 10 percent of the amount made available (ex- 
eluding balances of prior eppropriations continued available} pursuant to section 
201 of this Act: Provided, That, any such assistance may be furnished only upon 
determination by the President that (i) the strategic location of the recipient 
country makes it of direct importance to the defense of the Near East area, (2) 
such assistance ts of critical importance to the defense of the free nations, and 
(3) the immediately increased ability of the recipient country to defend itself 
contributes to the preservation of the and security of the area and {s im- 
portant to the security of the United Slates. 

Sec, 203. In order to further the purposes of this Act in Africa and the Near 
East, there aro hereby authorised to be appropriated to the President for the 
fiscal year 1952, $125,000,000 for economic and technical assistance in Africa 
and the Near East in areas other than those covered by section 103 © of the 
Economic Cooperation Act of 1948, as amended (22 U. 8, C. 1502). nds ap- 
propriated pursuant to this section shall be available under the applicable pe 
visions of the Economie Cooperation Act of 1048, As amended (22 U, 8. C. 1501- 
1822), and of the Act of International Development (22 U. 8. C. 1557). 

Bro. 204. Not to exceed $50,000,000 of the funds authorized under section 203 
hereof may be contributed to the United Natlons during the fiscal year 1952, 
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for the purposes, and under the provisions, of the United Natlons Palestine 
Refugee Ald Act of 1950 (22 U.S, C. 1556): Provided, That, whenever the President 
shall determine that it would more effectively contribute to the purposes of the 
sald United Nations Palestine Refugee Aid Act of 1950, he may allocate any part 
of such funds to any agency of the United States Government to be utilized in 
furtherance of the purposes of said Act, and ay amount so allocated shall be a 
part of the United States contribution to the United Nations Palestine Refugee 


Agency. 
Las TITLE 1 
ASIA AND PAciFic 


Sec. 301. In order to carry out in the peneral area of China (including the 
Republic of the Philippines and the Republic of Korea) the provisions of sub- 
section (a) of section 303 of the Mutual Defense Assistance Act of 1949, as 
amended . BS. C. 1604 (a)), there are hereby authorized to be appropriated 
to the President for tho fiscal year 1952, not to exceed $555,000,000. In addition, 
Unexpended balances of appropriations heretofore made for carrying out the 
provisions of title III of the Mutual Defense Assistance Act of 19149, as amended 

22 U. 8, C. 1602-1604), are hercby authorized to be continued available through 

unc 30, 1952, and to be consolidated with the appropriation authorized by this 
section. Not to exceed $50,000,000 of funds appropriated pursuant to this 
section (cxcluding balances of appropriations continued availabic) may be 
accounted for as provided in subsection (a) of sald section 303. 

Seo. 302. In order to further the purposes of this Act shrouehs the strengthenin 
of the area covered in section 301 of this Act (but not {nelu nee Republic o 
Korea), there are Ley Aap inate to be appropriated to the President for the 
fiscal year 1952, $262,500,000 for economic and technical assistance In those 
portions of such areca which tho President deems to bo not under Communist 
control, Funds appropriated pursuant to authority of this section shall be 
available under the ppcanke provisions of the Economio Cooperation Act of 
1048, as amended . S. C. 1501-1522), and of the Act for International 
Development (22 U.S. C. 1557). In addition, unexpended balances of funds 
heretofore © available for carrying out the purposes of the China Area Aid 
Act of 1950 (22 U. S. C. 1547), are hereby authorized to be continued available 
Net h guns 30, 1952, and to be consolidated with the appropriation authorized 

section. 

"See. 303. (a) In order to provide for the United States contribution to the 
United Nations Korean Reconstruction Agency, established ht A Resolution of 
the General Assembly of the United Nations of December 1, 1950, there are hereby 
authorized to be appropriated to the President not to exceed $112,500,000. In 
addition, unobligated balances of the appropriations heretofore made, and avail- 
able during the fiscal year 1951, for assistance to Korea under authority of the 
Far Eastern Economic Assistance Act of 1950, as amended (22 U.S. C. 1551, 1552, 
1843), are nerepy authorized to be continued available through June 30, 1952, 
and to be consolidated with the appropriation authorized by this section. 

(b) The sums made available pursuant to subsection (a} may be contributed 
from timo to time on behalf of the United States In such amounts as the President 
determines to be appropriate to support those functions of the United Nations 
Korean Reconstruction Agency which tho military situation in Korea permits 
the Agency to undertake pursuant to arrangements between the Agency and the 
United Nations Unified Command in Korea. In computing the aggregate amount 
of such contributions by the United States, there shall be included the yalue of 

oods and services made available to Korea by any spettinent or agency of the 
Gnited States for retief and economic assistance after the assumption of responst- 
bility for relief and rehabilitation operations in Korea by the United Nations 
Korean Reconstruction Agency. 

(c) The provisions of subsections 304 © and (b) of the United Nations Pales- 
tine Refugee Afd Act of 1950 (22 U. 8. C. 1556 (b)) are hereby made applicable 
with reapect to Korean assistance furnished under this section. 

(d Unencumbered balances of sums heretofore or hereafter deposited in the 
special account established pursuant to paragraph (2) of article V of the agree- 
ment of December 10, 1948, between the United States of America and the 
Republic of Korea as Stat., pt. 3, 3788) shall be used in Korea for such purposes 
as ate consistent with United Nations programs for assistance to Korea and as 
may bo agreed to between the Government of the United States and the Republio 


of, Korea. 
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e) The functions of the Economie Cooperation Administrator under the pro- 
visions of section 3 of the Far Eastern nomic Assistance Act of 1950, as 
amended (22 U. 8. ©. 1551), shall hereafter be performed by such departments 
or agencies of the Government as the President shall direct. 


TITLE IV 
Awsnican Rarvstics 


Sec, 401. In order to further the purposes of this Act through the furnishing of 
military assistance to the other American Republics, there are hereby authorized 
to be appropriated to the President for the fiscal year 1952, not to exceed $40,- 
000,000 for carrying out the purposes of this section under the provisions of the 
Mutual Defense Assistance Act of 1949, as amended (22 U. S. C. 1571-1604): 
Provided, That, such assistance may be furnished only [In accordance with defense 
plans which are found by the President to require the resiptent country to particl- 
pate in missions important to the defense of the Weatern Hemisphere. Any such 
assistance shall be subject to agreements, further referred to in section 402 of the 
Mutual Defense Assistance Act of 1949, as amended (22 U.S. C. 1673), designed to 
assure that the assistance will be used to promote the defense of the Weatern 
Hemisphere; and after agreement by the Government of the United States and 
the country concerned with respeot to such missions, military assistance hereunder 

be furnished only in accordance with such agreement. 

Sec. 402. In order to strengthen friendship and understanding among the 
pea tes of the American Republics through the furnishing of technical assistance 

n furtherance of the purposes of this Act, there are hereby authorized to be 
appropriated to the President for the fiscal year 1952, $22,000,000 for assistance 
under the provisions of the Act for International Development (22 U. S. C. 1557) 
and of the Institute of Inter-American Affairs Act, as amended (22 U. 8. C. 281). 


TITLE V 
Gengrat Provisions 


Sxc. 601. Whenever the President determines it to be necessary for the pur- 
of this Act, not to exceed 10 percent of the funds made available under an 
itle of this Act may be transferred to and consolidated with funds made available 
under any other title of this Act in order to furnish, to a different area, assistance 
of the kind for which such funds were available before transfer. 

Src. 502. The President, pursuant to section 404 of the Act for International 
Development (22 U. 8. d. 1657b), may make contributions on behalf of the 
United States to such technical cooperation programs of the United Nations and 
the Organization of American States as he determines will further the pur 
of this Act In a total amount not exceeding $13,000,000 from funds msde Available 
under authority of sections 101 (b), 203, 302, and 402 of this Act and the use of 
such contributions shall not be limited to the area covered by the section of the 
Act from which the funds are drawn. 

Src. 503. Funds made available for carrying out the provisions of Title I of 
this Act shall be available for the administrative expenses of carrying out the 
pu of all of the titles of this Act, including expenses Incident to United 

tates participation In international security organizations and expenses of domea- 
tlo programs under the Act for International Development. Any currency of 
any nation received by the United States for its own use [n connection with assist- 
ance furnished by the United States may be used by any agency of the Govern- 
ment without reimbursement from any appropriation for the administrative and 
operating expenses of carrying out the purposes of this Act. Funds made available 
for carrying out the purposes of this Act in the Federal Republic of Germany 
may, as authorized in subsection 114 (h) of the Economie tation Act of 
1948, as amended (22 U. 8. C. 1512 (h)), be transferred by the President to any 
- department or agency for the expenses necessary to meet the responsibilities and 
obligations of the United States In the Federal Republic of Germany. 

Src. 504. The proviso in tho first sentence of section 403 (dp of the Mutual 
‘Defense Assistance Act of 1949, as amended (22 U. 8. C. 1574 (d)), is hereby 
amended to read as followa: “Provided, That after June 30, 1950, such limitation 
shall be Increased by $250,000,000 and after June 30, 1954, by an additional 

Bro, 505, Section 414 of the Act for International Development (22 U. 8. C. 
1857 {1)) is amended by Inserting between the words “Act” and “until”, the 
words ‘for a period to exceed three months’, 


, 
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Sec. 506. The President, from time to time while funds Sprropriated for the 
urposes of this Act continue to be available for obligation, shall transmit to the 
ngress, in lieu of any reports otherwise required by law, reper covering each 
six months of operations fn furtherance of the pu of this Act, except informa- 
tion the disclosure of which he deems incompatible with the security of the United 
States. The first such report shall cover the six-month period commencing on 
the date this Act becomes effective. Reports provided for under this section shall 
be transmitted to the Secretary of the Senate or the Clerk of the House of Repre- 
sentatives, as the case may be, if the Senate or the House of Representatives, as 
the case may be, is not in session. : 

Sec. 507. Section 115 (b) (6) of the Economic Cooperation Act of 1048, as 
amended (22 U. 8. C. 1513 (b) (6)), is amended (a) by adding in the second pro- 
viso after the words “shall be used’ the words ‘‘to promote military defense, or 
shall be used’; (b) by adding in the fast clause of the second proviso the words 
“and operating’ after the word “administrative”; (c) by striking from the last 
clause of the second proviso the words “within such country”; and (d) by sub- 
stituting in the fourth proviso the words “upon termination of assistance to such 
country under this Act’ in place of the words “‘on June 30, 1952”, 

Sec. 508. Assistance to any nation by means of funds authorized under this 
Act may, notwithstanding the date specified in section 122 of the Economic Co- 
operation Act of 1948, as amended (22 U. 8. C. 1520), continuo as long as such 
funds remain available for such assistance, unless sooner terminated in accord- 
ance with the requirements of section 405 of the Mutual Defense Assistance Act 
of 1949, as amended (22 U.S. C. 1576), or section 118 of the Economte Coopera- 
tion Act of 1948, as amended (22 U.S. C. 1516), or section 411 of the Act for Inter- 
national Development (22 U. 8. C. 1557 (i)). 

Sec. 509 (a). As used in this section: 

{i) the term “invention” means an invention or discovery covercd by a 
patent issued by the United States, and 

(ii) the term “information” means information originated by or peculiarly 
within the knowledge of the owner thereof and those in privity with him, 
which ts not available to the SEbile and is subject to protection as property 
under recognized lega) principles. 

(b) Whenever, in connection with the furnishing of military assistance in 
furtherance of the purposes of this Act, 

(i) use within the United States, without authorization by the owner, shall 
be made of such an {nventlon, or 
(ii) damage to such owner shall result from the disclosure of information by 
reason of acts of the United States or its officers or employees, : 
the exclusive remedy of the owner of such invention or information shall be by 
suit against the United States in the Court of Claims for reasonable and entire 
compensation for unauthorized use or disclosure. In any such sult the United 
States may avail itself of any and ali defenses, arrerel or special, that might be 
pleaded by any defendant in alike action. In addition, in any suit for damages for 
use or disclosure of such Information, any written description, model, drawing, 03 
other recorded teaching In the files of any department or agency of the Govern. 
ment, which 
(i) has a provable date either 
{A) prior to the making of the invention, or 
{B) moro than one year before the filing of the application for the 
patent in suit, or 
(C) before the disclosure to the United States ny the owner thereof 
of the Information upon which the suit is based, an 
(il) constitutes a sufficient description of the Invention used or {nformation 
disclosed upon which the suit {s based to enable others to practice said inven- 
tion or employ such information, unless such teaching consists of information 
obtained directly or indirectly from the patentee or owner of the information 
upon which the sult is based, 
shall constitute a complete defense for the Government against the claim for com- 
pensation. Except as otherwise provided by law, such teaching shall not invali- 
date any pact covering the invention or impair the property [n such Information. 

(c) ore such suit against the United States has been instituted, the head of 
the appropriate department or agency of the Government, which has furnished 
military assistance in furtherance of the purposes of this Act, Is authorized and 
empowered to enter into an agreement with the claimant, In full settlement and 
compromise of any clalm against the United States hereunder. 

(d) This section shall not confer a right of action on anyone or his successor or 
assignee who, when he makes such a4 claim, is in the employment or service of the 
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United States, or who, while in the employment or service of the United States, 
discovered, invented, or developed any invention or information on which such 
claim . 

(e) No officer or employee of the Government, including clvilian and military 
personnel of the militar partments, shall bo held Ifabie for any fine or penalty 
under the Act of June 25, 1948 (18 U. 8. C. 1005), by reason of his disclosure, {n 
the dischargo of an official duty or assignment in furnishing military assistance in 
furtherance of the purposes of this Act, of any confidential information which is 
in tho official possession of the United States, its officers or employees and which 
concerns of relates to trade secrets, processes, operations, style of work or ap- 
paratus of any person, firm, partnership, corporation, or association. 

Sro. 510, Section 408 © of the Mutual Defense Assistance Act of 1949, as 
amended (22 U. 8. C. 1580), Is hereby amended by adding {fn tho firat proviso 
thereof, after the words ‘‘of which it fs a part”, the words “or in United Nations 
collective security arrangements and measures", and by changing the figure at 
the end thercof to ‘$500,000,000."’ 

Sec. 511. Upon a determination bythe President that {It will further the pur- 
poses of this Act, not to exceed $10,000,000 of the funds made available pursuant 
to section 203 of this Act and not to excced $25,000,000 of funds made available 
pursuant to section 302 of this Act may be advanced to countries covered by safd 
sections in return for equivalent amounts of the currency of such countries being 
made available to meet local currency needs of the ald programs in such countries 
pursuant to agreements made in advance with the United States: Prorided, That 
except when otherwise prescribed by the President a3 necessary to the effective 
accomplishment of the ald programs {n such countries, all funds so advanced shall 
be held under procedures set out in such agrcements until used to py for goods 
and services approved by the Unfted States or until repafd to the United States 
for reimbursement to the appropriation from which drawn. 

(b) In order to assist in carrying out the provisions of the Economte Coopera- 
tion Act of 1948, as amended, not to exceed $50,000,000 of funds made avaitable 
under the authority of this Act for assistance > pursuant to the proviclons of the 
Economle Cooperation Act of 1948, as amended (22 U. S. C. 1501-1522) may be 
used to acquire local currency for the urpose of increasing the production of 
materials {n which the United States is deficient. 

Src. 512. (a) In order to carry out the purposes of this Act, there may be 
employed one person at an annual rate of compensation not to exceed $17,500, 
and any person so employed shail be appointed by the President, by and with 
the advice and consent of the Senate. 

(b) Subsection (e) of section 406 of the Mutual Defense Assistance Act of 
1949, as amended (22 U. 8. C. 1577 (e)), is amended to read as follows: ‘For the 
purpose of carrying out the provisions of this Act, there may be employed not 

exceed four persons at a rate of compensation not to ex 15,000. 
Any person so employed shall be appointed by the President, by and with the 
advice and consent of the Senate.” 

Sc. 613. In order to carry out the purposes of this Act, not to exceed three 
positions may be placed jn grades above grade 15 of the General Schedule es- 
tablished by the Classification Act of 1049 (6 U. 8. C. 1119), and sald positions 
shall be additlonal to the number authorized by section 505 of said Act 
(5 U. 8. C. 1105). 

Chairman Ricuanps. For the information of tho committee I 
would like to say wo are going to proceed strictly under the 5-minute 
rulo, to begin with. We aro going to how to that lino for tho first 
questioning period. ; . ; 

Tha only exception to that will be whore it takes tho witness longer 
than 6 minutes to answer the question which has been asked within 
the 5 minutes. ; . 4 

Tho first witness this morning is the distinguished Secretary of 


tate. 

Mr. Reece. Mr. Chairman, would you permit an interruption? 

Chairman Ricrarps. Yes, sir. a 

Mr. Reece. Did I understand the chaixman to say that each 
member would be allotted only 5 minutes? Does that include the 
answer also? 
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- Chairman Ricwarps. That is right. That will bo tho first time 
around. After that thero will be an uni‘mited period for cach member 
to ask any question he wishes of cach witness, : 

Mr. Reece. That practically means no questioning at all. It is 
very easy for an answer to consume tho better part of 5 minutes, 
Mr, Chairman. 

Howover, I am not willing to interpose an objection. 

Chairman Ricuarps. That is tho usual way. 

Mr. Reece. Some of us are not members of the committee that 
went abroad. 

Chairman Ricuarps. That is the usual committee procedure, I will 
aay for the benefit of the gentleman from Tennessee. We intend to 
adhere to it. 

I am afraid he docs not understand, though, that he will not be at 
any disadvantage at all, because he will have full timo to ask any 
questions he wishes a little later on. 

Tho first witness is the distinguished Secretary of State, Mr. 
Acheson. Mr. Acheson. 


STATEMENT OF HON. DEAN ACHESON, SECRETARY OF STATE 


Secretary Acnesow. Mr, Chairman and members of tho committee 
the mutual-security program is an essential part of the total national 
effort to build our national security. 

I believe it ropresents an economical, _practical,and-diitciont pro- 
gram, carefully worked out to give this country maximum sccurily 
per dollar cost. 

Tho funds a ena total $8.5 billion, of which $6.3 billion are for 
military aid and $2.2 billion are for economic aid. This assistance to 
other frec nations will yicld a larger and faster return in terms of our 
national sours than wo could obtain by increasing the budget for 
our own Armed Forces by the same amount. I urgo you to judgo 
the program by that test. It is the test we have applied in working 
it out. 

This program has beon developed to protect tho immediate and 
long-term interests of the United States. Tho practical steps to help: 
build strength abroad under this program are essential to our own 
safety and well-being, as well as to the security of our allies abroad. 

This national program is part of a great effort by tho freo nations 
to rid the world of war and to mako peace secure. 

That is our positive goal. That is the purposo which unifies the 
freo nations. 

Weakness invites aggression. Now and in tho future, strength is 
the precondition of peaco. Tho free nations must bo militarily 
strong to detor attack -by the enemics of freedom. ‘hoy must be 
politically and economically strong to support the military forces 
needed for defense and to defeat attempts to subvert their institutions. 

ey must also bo strong of spirit, to keep on with their efforts to 
bridge tho present dangers and to build toward a better and a safer 
uturo. . 

Theso factors of hier Seam ie olitical, economic and spir- 
itual—depend on each other. That is why we havo brought together 
in the mutual security program the continuing elements of our various 
aid programs. ; 


: -  security’of our Nation and of the free world 4s a whole. 
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This is not essentially a new program. What is now is the pulling 
together. of economic-, technical-, and military-assistance programs 
into one bill which directs all these going p ms into the building 

_of strength, adapts them for flexi ility and efficiency in meefing 
changes in the situation, and requires the administering agencies to 
emp ley these resources in a single-purposed drive for peace and 
security. 

I want to underline the interdependence of these different factors 
of strength. Military strength is important and costly, and military 
assistance is the largest component of the mutual security p ; 

But we have seen time and again how political and economic deterio- 
tation and loes of morale can rot the fibers of military strength. d 
we have also seen how poultice! and economic recovery bring an ~ 
upgurge of morale and an increase of military strength. ; 

e it is necessary to consider the n of individual countries 
and areas separately, the relation of the parts of the program to the 
program as a whole should not be lost sight of. aioe 

* The parts interlock—between countries and areas, and within them. 

ly, what concerns me most at this time is that too narrow a 

view might be taken of this problem of building strength, and that 

economic and technical assistance might be reduced betause of a 

failure to demonstrate or recognize how essential this aid is in under- 
pinning military strength. 

This program has been developed over a period of many months 
by teamwork between all the departments and agencies concerned. 
They had available to them a vast amount of information assembled: 
by them here and abroad, as well as he pene and data of many 
_ infernational agencies in which the United States is represented— 

such as the North Atlantic Treaty Organization, the snization 
for European Economic Cooperation, the Inter-American Defense 
Board, and various United Nations agencies. : 
._ This program as it stands is the result of the screening of this ma- 
terial and ite coordination with our own plans and p is. 8 
judgment of our highest authorities in military, economic, and forei 
affairs is that the program is needed in our own interests, that it will 
sae ylconaiute to our own security, and that we have the means 
cairy it out. ; : 
. The presentation of the program to your committee will; like the- 
ae paren’ work, be a teamwork job. Following mo, you will hear 
eneral Marshall, Mr. Foster, General Bradley, Mr. Harriman, and 


of the in Europe, the Near Fast, the Far Fast and the 
X Hunisphas will be presen 


. Several witnesses from overseas will give on-the-spot, reports on 
uss how the program 


prograza and will obtain a continuity of thought and of action which 
‘result in # single-minded application of funds to promote the- 


rue 
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We are proposing that the mutual security program be adminis- 
tered under existing legislation, brought toget er and amended to 
further the objectives of the program. The Mutual Defense Assist- 
ance Act, the nomic Cooperation Act, the Act for International 
Development, and other assistance acta provide adequate foundation 
for a mutual security program, 

They were all designed to further the national interests and national 


Tho men who Will testify in support of this program and who will 
entrusted wit} its adminis ti i “aabe i 

program. Ij(a task ag lafge and com 
room for improvement and devefopme 
seek some flexibility in the use of the fu 


ways be 
t—which is the reason\why we 


there is a ne 

._/ This stren th is itp rtant €o our 
obtained without our aid; and it could 
fuhds here at home. ‘These 

forelgm-policy as a/whole, 


is t ako good jise of it. {The vas} poten- 
tial of the world is adequate the job. The mutual/security 
to make the best f the time’ we have, 


program is part of our effort 
and to 


lead thaway in e potehtial of the free wor}d to rid the 


world of war and make peace secure: : 
I would like to review with you, very briefly, the ays in which 
this mutual security m is designed to supportthe basic elements 


of our foreign policy. 

‘All our actions abroad, whatever form they may take, have a single 
purpose. That purpose is to advance the security and welfare of thi 
country. There is no other possible justification for any policy or 
program. There is no other justification for asking the ericaD 

ayer to finance any forcign policy or program. . 

o recognize the enlightened self-interest in these activities does 
not detract from the humanitarian character of some of them, nor 
from their contribution to the common goal of peace and security. 

Security begins at home. No foreign policy can insure national 
security unless the nation has adequate defense forces. But in the 
world in which we live, no national defense policy can insure security 
unless the nation has strong and reliable frionds and allies. 

_ We cannot afford to underestimate the importance of our friends 
and allies to our own security. The United States is a rich and power- 
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ful Nation. We have an energotic, courageous, and resourcoful 
population, loyal to our institutions and ideals, and fiercely dotermined 
to defend the way of lifo which wo have created here. Tho United 
States occupies a favorablo geographical position. Its total strength, 
actual and potential, is perhaps greater than that of any other country 
in the history of mankind. 

And yet no nation, including our own, is strong enough to stand 
alone in the modern world. Despite tho great advantages with which 
our country has been blessed, wo are not self-sufficient. 

Our population is limited in numbers. Wo are dependent on other 
areas for many vital raw materials. The oceans which havo shiclded 
us in the past have dwindled to lakes in the sweep of modern technology. 

Even our unparalleled industrial establishment, mighty as it is, 

could not match the industrial power which would be loveled against 
us if a major part of the freo world should be incorporated within the 
Soviot Empire. Finally, we know that we could not continue to be 
the kind of a country wo aro, if we were to withdraw into a cavo of 
isolation. 
_. The great majority of our peoplo fully understand and appreciate 
these facts. But we must bo sobered by tho realization that the men 
in the Kremlin aro no less aware of them. They have shown this by 
their persistent efforts to split us off from our allies. Using a combina- 
tion of political, psychological, economic, and military tactics, the 
Soviet rulers are out to divide and conquer. In the caso of the United 
States particularly, their first effort appears to be to isolate us. 

To put it bluntly, the Sovict Union wants to seo the United States 
try to “go it alone.” By sporadic aggression, by cautious retreat, by 
unending propaganda, y economic sabotage, by seizing contro! in 
ono area, by playing on differences in another—by all such acts, tho 

remlin secks to produce a situation in which tho United States will 
ultimately bo pushed into a position of trying to “go it alone.” 

That is why, at the same time we aro converting some of our po- 
tontial military strength into actual military strength, our security 
program requires us to make sure that wo have strong and reliablo 
~ friends and allies. 

This interlocking character of forcign policy and national defense 
policy was formally recognized by the Congress when it established 
the National Security Council. 

Tho foreign policies and programs of the United States have been 
adopted by tho President, after all the interdependent factors, do- 
mestic and foreign, political and military, have been fully considered 
by the members of tho Council. 

They are continuously reviewed and, when necessary, revised; 
policies and programs cannot remain static in a dynamic world. 

In roviewing our policy, we might begin with our own country, a 
center of strength in the freo world, and work outward from it to the 
other arcas affected by this program. 

Tho supreme test of our ability to survivo is our ability to win if war 
is forced upon us. We must be propared for that supremo test, and 
preparation for it offera the best chance of avoiding it. ; 

he danger of war can be measured by the readiness or lack of readi- 

ness to meet an attack upon our vital intercets, Tho history of 

‘reeent years should teach us that a dictator docs not launch an attack 
Ss en on roa , 
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against a stato or a coalition of states unless he can calculato that he 
has tho power to win and to hold his objective. 

His calculations arc sometimes wrong, as I[itler’s were. But the 
error is usually an crror of political judgment. He thinks that the 
free nations are disunited, or will not unite against him, and that ho 
can pick off his victims one or two at atime, Or he thinks they will 
not have the determination to resist him in his conquests. 

T do not think that tho rulers of tho Soviet Union will mako this 
mistake. Tho reaction to the attack on Korea has made it clear that 
tho free nations will not acquiesce in a strategy of piecemenl conquest. 
It has reduced tho likelihood of further creeping aggressions. 

Tho determined effort by the United States and other countrics to 
preparo for defense against aggression—preparations which have been 
greatly speeded up by the provocative action in Korea—ean reduco 
tho danger of gencral war. That danger requires, however, greatly 
increased preparedness before we can be confident that the strength 
of our defenses will be so clear as to prevent foolhardy calculations by 
tho Sovict rulers. 

The core of our national policy is a rapid development of strength 
in our country, and tho maintenanco of that strength so long as the 
threat continues. ‘That is the purpose of the $60 billion defenso budget 
which the President has requested for the coming fiscal year. 

Tho record of our accomplishment in building strength has tho 
most direct and significant bearing on foreign policy and tho world 

osition of this country. It heartens our friends and discourages our 
oes. It reinforces the means of winning through to a successful 
conclusion of the Korean conflict and of preventing now outbreaks of 
violence. Itis a solid backstop for our foreign-policy offorts abroad to 
guard tho Nation’s security. 

ae look now at the world with which our foreign policy is con- 
cerned. 

In the present stato of tho world, the crucial problem of war and 
peaco centers around tho challenge presented to the rest of the 
world by the policics of the Soviet Government. 

Historically, the Russian stato has had three great drives—to tho 
west into Europe, to the south into the Middlo East, and to the cast 
into Asia. 

When it has been held in ono area, it has sought opportunities in 
another. We have scen examples of this in the postwar period—in 
Czechoslovakia, in Iran, in China, and Korea. ' 

Historically also the Russian state has displayed considerablo 
caution in carrying out those drives. The Russian rulers liked to bot 
on sure things; to be in a position to cut their losses when events showed 
that they had overreached themselves. Thoy have not wanted to 
risk everything on a single throw of tho dice. 

Tho Politburo has acted in this samo way. It has carried on and 
built on the imperialist tradition. What it has added consists mainly 
of new weapons and new tactics—the weapons of conspiracy, sub- 
version, psychological and ideological warfare, and indirect aggres- 
sion, and tactics skillfully designed to employ theso weapons. 

It has been, given its aims and its power, cautious in its strategy. 
It still prefers to bet on a sure thing. Their discovery that Korea 
was not a sure thing was undoubtedly a great shock to the Politburo, 
which called for some sudden changes in their planning. 


we a atl age Al pe, 
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Threo other aspects of Sovict policy need to be mentioned: First, 
Russian policy makers, Czarist or Communist, have always taken a4 
vory long view. Thoy think in generations whero others may think 
in terms of a few years or a decade at most. 

Second, thoy are land-minded and havo a deop and abiding and, 
on the historical view, justified confidenco in tho vastness of Russia 
as a factor in thoir securily. 

Third, the ruling powor in Moscow has long. been an imporial 
power and now rules a greatly extended empire. It cannot cscape 
the difficulties that, history teaches us, bofall all empires. 

This is tho challenge our foreign policy is required to meet. 

It is clear that this process of oncroachmiont and consolidation by 
which Russia has grown in the last 500 yoars from the duchy of 
Muscovy to a vast ompire has got to be stopped. 

This means that we have to hold, if possible, against its drives 
whorever thoy may be mado. To hold means to hold against armed 
attack; it equally means to hold against internal attack—which is tho 
new weapon added to tho Russian arsenal by the Communists. 

This also means that we have to dovelop collective strength and tho 

litical relationships which support collective strength so as to detor 

viot drives against nations which, if they wero standing alone, might 
fall easy prey. 

Meanwhile, doing ail in our power to doter and to hold, we havo to 
proceed confidently and positively with the orderly development of 
our political, social, and economic institutions in tho free world. 
we push ahead vigorously with this part of our program, and demon- 
strato the superiority of tho free way of life, we shall bo able to face 
the future with confidence. Although we cannot predict tho final 
outcome of this conflict, wo can bo confident that free socictics can 
outbuild, outproduce; and outlast societies based on tyranny and 
oppression. . ; 

he strength of the freo nations is potentially so much greater than 
that of the Soviet Union that it would be folly for all our nations to 
invite war by leaving this potential of strength undoveloped and 
unorganized. The free world includes over two-thirds of the total 
pop! ation of the earth. 

he free world encompasses nearly three-quarters of the world’s 
land area. The total productivity of the free world is many times 
that of the Scviet Empire. And, most importantly, tho free world 
has resources of mind and spirit incalculably greater than those under 
the totalitarian control of the Kremlin. ; 

The countries and the regions of the free world aro interdependent, 
and if there can be created unity of purposo, resolution to meet tho 
present danger, and the great strength that can como from mutual 
security efforts—and this is what wo are now doing—thon tho threat 
that faces us can be reduced to manageable proportions. Our United 
States policies aro aimed at helpin to bring about these conditions. 

Let us take the situation in the Western Hemisphere. 

No ono should misinterpret our interest in the defensibility of the 
cas. They are a vital base area for the free world’s effort to 

ove collective security. I¢ is the part of prudence and sound 

_ @rategy to ensure the defonse of this base and, to develop its potential. 
7 We are blessed with good neighbors to the forth and south. Our 


» relations with thom are so close and are based on such deep common ~ 


. @. . 
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interests and shared experience that our energies can be dovotod to 
working cooperatively on such problems as arise. This is a uniquo 
and highly advantageous situation. 

Tho American states havo long been engaged in developing a set of 
international relationships which are a model of what is possible when 
states approach their problems with firm respect for and trust in each 
other and with determination that adjustments of diflicultics should be 
accomplished by peaceful means. 

This did not just happen. It is not just an historical accident. 
It should not be taken for granted. It is the result of good will, 
patience, fair dealing, and hard work. Our foreign policy toward our 
neighbors in the Americas is to dovelop and strengthen these relation- 
ships so that the Western Hemisphere shall have the security which 
will enable all of us to pursue aur national ideals and purposes free 
from external and internal threats. 

Canada is a partner with us in the North Atlantic Treaty, is asso- 
ciated with us in the Organization for European Economic Coopera- 
tion, and has sent forces to Korea. Sho has been, along with us, a 
largo provider of aid to our European allies in the postwar years. 
She is a bulwark of strength to tho north. 

Wo and our neighbors to the south are members of the Organization 
of American States. That Organization has a history oxtending 
back over six decades and is founded on common interests which were 
recognized far cartier. ‘The ties of cooperation are close. 

Inter-American cooperation in military and other defense prepara- 
tions was emphatically reaffirmed at the recently concluded meeting 
of foreign ministers in Washington, whore it was agreed that tho 
American Republics should, through self-help and mutual aid, direct 
their military preparations so that those armed forces best adapted 
to collective defenso would be strengthened. ‘The decisions of this 
meeting, which build upon the solid foundation for cooperative action 
previously established in the Rio treaty, also include the approval of 
a directive to tho Inter-American Defense Board to prepare military 
plans for the common defense of the hemisphere as rapidly as possible. 

Thero aro certain tasks of hemisphere defenso— such as the protec- 
tion of key installations and key sources of raw materials—which wo 
believe our partners to tho south are ready and willing to tako over. 
Coordinated plans are being developed by the Inter-American Do- 
fense Board. 

Tho mutual security program provides for tho first time for.milite -y 
assistance on a nt basis to the Latin-American countrics wh 2 
conclude bilateral a, ments to undertake defenso tasks in the We .t- 
erm Hemisphere. By performing such tasks, thoy will serve their 
interests and ours. This will relieve our forces so that they can por- 
form essential defenso tasks clsewhere. 

Many of tho Latin-American Republics arerelatively underdoveloped 
economically. Tho bulk of the io of economic development, so far as 
outsiders can help, can and will bo dono by private investment on a 
risk basis supplemented by private and public loans. 

These countries are now very important suppliers of materials to us, 
having furnished us in 1950 with 35 percent of our total imports, 
including nearly half our wool imports, three-fifths of our oil imports, 
and more than half our imports of copper, lead, and nitrates. Tho 
can and will become even more important suppliers in the years ahead. 
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Certain loans from the Export-Import Bank and somo of the techni- 
cal assistance to bo provided under tho Mutual Security Program aro 
directly or indirectly related to the expansion of production of these 
basic materials needed by our economy; and, for our part, wo will have 
to make sure that tho Latin-American Republics get a fair deal in 
obtaining the goods they necd from us to keep their economies healthy. 

Tho greatest part of tho small technical assistanco program will bo 
used to help the governments of our sister republics improve agricul- 
ture and food production, health, education, and other essential 
services, 

I wish that [ had time to illustrate the great benefits which have 
flowed from past programs of this kind. It is a story full of hope and 
challengo. These advances aro the positive and promising way to 
mect the future and tho surest way to combat the efforts of subversive 
elements to exploit present tensions and economic difficulties. 

Thero are areas of unrest and dissatisfaction which could become 
troublesome if neglected. This part of the rc ram falls in the ounce- 
of-prevention Calerory: I wish that we had acted in this way in 
similar situations before the Second World War, and I believe that 
if we had, our problems might be simpler today. 

This part of the program, amounting in all to $62 million, will help 
to keep tho New World a symbol of hopo for men overywhero, an 
evidence of man’s ability to build a peaceful and secure and progressivo 
way of life. Itis well worth whilo. ; 

t us look now at Europe, whero there has been a substantially 
new dovelopment of United States policy in tho postwar years. Wo 
are all familiar with the evolution of this policy from tho Greck- 
Turkish programs through the European recovery program to tho 
North Atlantic Treaty, and which now finds American units partici- 
pating in an integrated force for tho defense of Western Europo, with 

eneral Eisenhower as Supreme Commander of that force. 

Every reading of American public opinion shows that our people 
recognize the strength of tho policy we have been following. They 
support this policy as essential to our national security because thoy 
are aware that Europo is ono of the most decisive and critical areas. 
_ Europe contains the groatest pool of skilled labor in tho world and 
industrial capacity second only to our own, and its more than 
200,000,000 people share with us a fundamontal community of interest 
which extends to every sphere of activity. 

Moreover, what happens in Europe has direct and profound 
political, economic, and military repercussions elsewhere in the 
world—in Africa, the Middle East, the Far East, and Latin America. 
A Europe united in purpose, and strong economically, spiritually, and 
tnilitarily, can serve, particularly when associated with us, ag a strong 
deterrent to all forms of aggression, not only in Europo, but.in other 
areas as well. : 

The primary emphasis in our policy toward our European partners 
in tho North Atlantic Treaty is to make common uso of the foundation 
of economic recovery to build up collective armed defenses rapidl 
to the point where Soviet aggression would be foolhardy—where a 
Western Europe can be held. 


.. The Soviet rulers make a great to-do about what they call the 


eggressive character of the North Atlantic alliance. This commotion 
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is a cluo to thoir ambitions but not to our intentions. They do not 
want Western Europo to bo defensible. 

Thoy know that tho North Atlantic Treaty countrics aro not even 
trying to build a forco which could be used to invade tho Soviet 
Union. ‘They know that the force being built will bo strong enough 
to hold on the ground and is already strong enough to retaliate with 
prompt and terrible power if Western Europo is attacked. 

In SEurope, as elsewhere, tho basic idea of our policy is that tho 
future belongs to freedom if free men will make good use of their time. 

Tho program of aid to Europe totals nearly $7 billion, of which $5.3 
billion aro for military aid and $1.7 billion are for economic aid. Tho 
former is composed almost entircly of military end items which will 
bo used to equip forces now being raised and trained to uso them. 

Most of tho latter is also directly related to defense, for they are 
primarily concerned with tho resources and the political and economic 
stability necessary to support tho defense effort. + ” 

Wo aro encouraged by tho significant increases whieh our European 
partners have made in their military budgets over tho past year. Wo 
understand and appreciate the problems created for our partners b 
tho impact on their economics of great increases in defenso expendi- 


ures, 

Wo feel that progress has been mado toward dealing with these 
problems, but even larger effort is necessary. We believe that wo 
can, by cooperation and tho utmost effort. by all of us, achiove greater 
progress toward a lovel of mititary oxpenditure and production which 
will bo adequate to ensure our common safety. 

Along the southeastern reaches of Europe and into tho Near and 
Middle East, the problems of foreign policy are to make oven stronger 
tho several strong points, and to help other countrics to strengthen 
themselves against tho dangers of internal subversion. Wo are pro- 

sing military aid of $415 million and economic aid of $125 million 
or these purposes, 

Russian ambitions in this area are centuries old; so too aro the 
internal problems which threaten tho stability and security of this 
area. Our policy toward this vital area of tho Near East is to help 
the governments and peoples of this area to build tho kinds of military, 
political, and economic strength that will discourage aggression from 
without, protect thom against subversion from within, strengthen 
their will to achiove stability and progress, and help to remove somo 
of tho causes of unrest. 

It is our aim to provide aid programs of an impartial character, that 
will enablo the governments and peoples of this area to work out thoir 
own solutions to their problems. : 

Wo have long recognized the vital importance of Greece and 
Turkey, and aro ready to assist them further in developing their, 
armed forces and in maintaining economic stability. Economic aid 
for Greece and Turkoy is included in the total for Europe. 

The program takes into account the possible need for limited mili- 
tsry assistance to countries of the Near East for the development of 
iuternal-security forces. 

Wo aro also proposing to help the governments and peoples of this 
important area through tho provision of some technical and develop- 
mental assistance. This impartial sid will strike at the conditions of 
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unrest and instability in which the agents of the Kremlin find oppor- 
tunities for subversion. 

We continued to strive for an adjustment of the current dispute 
between Iran and the United Kingdom which will recognize the right 
of the Iranian people to control their oil resources and at the same time 

rotect legitimata British economic interests, thus insuring continued 
ow of Iranian oil to the free world. . 

We reaffirm our interest in and concern for the independence and 
security of Iran and our readiness to assist the Iranian Government in 
building conditions of political and economic stability and resisting 
Communist subversion. 

We also have reason to be concerned with the importance of 
developing important resources in Africa, and the mutual security 
p m includes modest sums for that purpose. 

6 remaining part of the program consists of $930 million, for 
military and economic aid to Asia and the Pacific area. 

In the great crescent which reaches from Japan to Afghanistan, 
there live almost 700 million people—about 3 out of 10 people who 
inhabit the earth. 

his area includes South Asia—India, Pakistan, Afghanistan 
Ceylon and Nepal; Southeast Asia—Thailand, Burma, Indonesia, an 
. the Associated States of Indochina; and the Philippines, Formosa, 
and Korea. . 
- But it-is not only its large population which gives this area signifi- 
cance in a survey of the defenses of the free world. In this crescent 
are large resources of strategic materials essential to the productivity 
of the free world—tin, rubber, jute, petroleum, and many other 
materials. 

The location of this crescent is also of significant importance; 
astride the vital Pacific Ocean lines of communication, and bordering 
the Communist-dominated central land mass of Asia. 

Of key importance too is the industrial potential of Japan, which 
lies within this area but is not included in this aid program, since its 
needs are met in other ways. 
= broad national objective in this area is to help the people 

develop independent and stable governments, friendly to the United 


The several elements of the Mutual Security Program for this area 
have been carefully worked out to further this aim. According to 
the different needs of these countries, both military aid amountin 
to $555 milli ion and total economic aid of $375 million are propose 
under the . 

The entire area is under direct threat of Communist imperialist 
pressures. In addition to the internal pressures of subversion and 
political penetration, the area ia now confronted with tho rise of a 
“militant, Chinese Communist imperialism. 

The immediacy of the military need is apparent. Open armed 
conflict is a reality in Indochina as well as Korea. The arms and 
ammunition being provided under this program to our friends and 
allies in Indochina and the Philippines are in actual and immediate use 
againat the enemies of freedom. . 

.. Without the aid that we have sent during the current year to 
{adochina, there is little doubt but that Indochina would long since 
ave been overrun by the Communist forces of aggression, and the 


t 
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whole of southeast Asia might cither have been absorbed by this 
Communist force or be in immediate peril of such absorption. 

Substantial military aid is also proposed for Formosa, pursuant to 
the President’s policy statement of June 27, 1950. Supplementing 
this aid, which is deemed essential for the military defense of the 
island, it is proposed that economic assistance also be provided, in 
further support of the military effort. 

But military aid to these countries J have mentioned, and to 
Thailand, are only part of the problem of strengthening the security 
a. ne crescent in relation to the Communist land mass which it 

orders. 

The other part of the problem relates to the, way people live—and 
in many respects, this part of the program affects not only the people 
with whom we dea! directly, but also those millions whom we cannot 
reach directly, but who are watching what we do in Asia. 

As the false champion of Asian nationalism and, economic improve- 
ment, the Communist movement has been successful in capturing 
some of the leadership of the nationalist movements in these countries. 
Communism thrives on the wretchedly low standards of living that 
prevail in most parts of this area. : 

Poverty, disease, illiteracy, and resentments against former colonial 
exploitations—these are the turbulent forces that seethe in Asia, that 
move people powerfully. The Communist movement has exploited 
these forces, and in the vital crescent I have described, it seeks to 
create attitudes ranging from neutralism to subversion, as part of its 
expansionist drive. 

Our first job, if we are to achieve our objective of helping the people 
of this area to maintain independent governments friendly to us, is 
to understand these forces at work in Asia, and to assure that the 
forces of nationalism and of the drive for economic improvement are 
associated with the rest of the free world instead of with communism. 

That is why an essential part of the Mutual Security Program in 
this area is designed to help the people of Asia to create social and 
economic conditions that will encourage the growth and survival! of 
non-Communist political institutions, dedicated to the honest fulfill- 
ment of their basic needs and aspirations. 

Vast and challenging demands are now being made upon the lea Jer- 
ship of free Asia arising from the new and heavy responsibilities of 
national independence. 

There are serious economic dislocations in the area resulting from 
the recent war and from changing production and trade patterns. 
There is a great Jack of teachers and of schools, and a lack of trained 
technicians and administrators both in the governments and in 
economic life. 

The pressure of population on food supply, antiquated agricultural! 

methods, disease, the lack of capital—these and the other difficulties 
I have described combine to threaten freedom and independence and 
to create opportunities for subversion. 
. American materials and technical aid are needed to help the pesple 
of the area in dealing with these urgent economic problems. Our 
programs are designed to help build the economic, political, and social 
components of national strength and will provide a stimulus to 
maximum self-help in the ares. 
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This aid will enable the people of this area to develop their own 
rich resources for their own benefit, as well as that of the rest of the 
free world. : , . 

The Mutual Security Program in Asia complements United States 

licies in the Pacific. In relation to the conflict now raging in 

orea, there is included in the program that you are considering, a 
recommenda:!.:1 that authorization be given for $112.6 million in 
supper of the United Nations Korean Relief and Rehabilitation 
Administration. 

It is planned that the approach to the relief and rehabilitation 
operations in Korea will be made on an international basis in coopera- 
tion with other members of the United Nations which are contributing 
funds and supplies to the program. : 

In considering the over-all security of the Pacific, as it relates to 
the Mutual Security Program, we also have in mind the importance 
of restoring sovereignty to Japan. 

The committee is familiar with the progress we are making in the 
preperadion of a treaty of peace for Japan as the essential first step 
in this direction. ' 

Deter, defend, and develop. These are the lines of foreign polic; 
which the Mutual Security Program is designed to support. We see 
to deter war; for peace, not war, is the only full answer to our present 


anger. 

We shall do what we can and shall cooperate with others to defend 
the nee nations against the twin menaces of external and internal 
attack. 

We shall do what we can and cooperate with others in the spirit of 
the Charter of the United Nations to develop the economic, political, 
and military strength of freemen and the extent of free institutions. 

By comparison with any other course, this approach is more promis- 
ing of success and it is more conservative of the lives and resources 
and ideals of freemen than any other open to us. 

No guaranty of success goes with it. But no other course will do 
as much, with the vast but not yet realized potential we of the free 
world have, to build the conditions of success, whatever turn events 


mee take. : 
hank you, Mr. Chairman. 

Chairman Ricnarps. Thank you, Mr. Secretary. I think that was 
@ very strong and able statement. 

I would like to ask one or two questions at this point. It has been 
suggested that the so-called Mutual Security Program, on account of 
its all-inclusive nature, should be placed under a single Administrator, 
answerable only to the President and the Congress. What do you 
think about that? 

pete Rarer e ae cuarmen ood be glad to give my 
analysis of some of the elements of that problem. 

ight I start with the suggestion that, aehouge we might talk 
about enw ie a while, it a be amore hel but o art committee 
to go through the program, analyze what is or by the program 
aid then consider the administrative situation after the full impact of 
the program has been developed by tha hearings and the testimony. 
Answering yous question, may Iffirst say a few words about the 
* problem here : ~ 


THE MUTUAL SECURITY PROGRAM 19 


The amount of $8.5 billion is divided into two great portions. 
Onc is the $6.3 billion for military use, and the other is tho $2.2 billion 
for economic. Now, a very small part of the $2.2 billion is in what 
is known as the technical. assistance program; the greater part of it is 
in economic aid, which goes along with the military aid. 

So far as the actual administration, that is, the handling of these 
sums, the procuring of the goods, the direction of the programs in 
various countries is concerned, whatever administrative changes are 
made in the Government, it will still be necessary, as it is the practice 
at the present, for the Defense Department to handle the defense 
requirements. 

n other words, it is only the military who, working with the mili- 
tary officials of NATO and with the individual countries, can reall 
determine what is needed; it is only they who can go out and put it 
into production; it is only they who could inspect it and know it is 
well built; it is only they who can deliver it and teach the recipients 
how to use it. 

So, whatever superstructure is built up, the real heart of the 
ribet program will be administered and directed, controlled by 
the military department; the same thing is true about the economic 
aid, in a broad sense, that is, in the ECA. 

Whether in the EGA, under its present name, or under some other 
name, there will be an administrative economic organization which 
will be dealing with the economic representatives of NATO, and of 
OEEC, and of the foreign countries, to gear in their production with 
their military requirements, and be sure that our military aid helps 
them in expanding their military needs. 

So that the actual operations of the two essential parts of this 
program must be carried out by a military group, on the one hand, and 
an economic group on the other, as is tha present case. 

That brings us then to the consideration of the technical assistance 
program. That I should rather like to leave for Dr. Bennett later 
on in the hearings to develop more closely. 

What we can point out now is, as a practice! matter, that the 
technical assistance program, which absorbs a very small amount of 
this pee sum, is carried out by the ECA, in countries where there is an 
ECA program. 

We do not have Dr. Bennett’s group going into a country where 
there is already an ECA mission. The technical mission is turned 
over to them. Dr. Bennett’s group works in countries where it or 


its predecessors have always worked, and are continuing to work now.» 


There is no duplication of effort. 

You come then to the coordination of the military part of the pro- 

m with the economic part of the BP ram. At the present time 
that is done under the International Security Affairs Committee. 
The Chairman of that Committee, Mr. Cabot, is an official who is in 
the State Department. 

On his Committee are the leading people under the heads of the 
various departments concerned with it, that is, the ECA, the Mili- 
tary Establishment, the Treasury, sometimes others. 

n occasion, the heads of those departments meet. When they 
do meet, I act as the Chairman. We have worked out a relationship 
here which is satisfactory, which produces decisions in 99 cases out 
of 100 by agreement. 
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Where a decision is not reached by agreement, it is immediately 
referred to the President for decision, and his decision is immediately 
picked up and put into effect. 

IT think a great deal of this talk about a single agency revolves 
around two questions. One is whether the ECA should be ended 
and some new organization should be created. That I do not want 
to discuss at the present time. Others are much better qualified to 
discuss that than I am. 

The other point is, should the coordination of this work be lodged 
in some other agency, either a new economic one or a new super-duper 
one, which would be over all of these agencies, or should it be where 
it Is now. 

MY strong recommendation to the committee would be to leave that 
coordination where it is now, because the coordinating element in this 
thing is foreign policy. : 

Either that foreign policy has to come from the President, through 
the department which is created to deal with foreign policy, which is 
the State Department, or you get a new department and abolish the 
State Department, and give it some other namie. 

But the coordination must be in terms of foreign policy. There is 
not any other clement which coordinates. How do you know just 
exactly about the economic and comther aid in relation to the French 
effort? When you get through with all the technical parts of it, the 
last qussten involved is the question of foreign policy, to what extent 
can the French nation do what is being asked of it, and to what extent 
will asking more than you think it can do interfere with our relations? 

That must come from us or from us under a different name. 

The program is working. It is working harmoniously and well. 
= long as it is working well, my advice is to let it continue to work 
that way. 

Chairman Ricuarps. Thank you, Mr. Secretary. I have a few 
questions to ask later on that. My timeisup. Dr. Eaton. 

Mr. Eaton. The Secretary has opened up such a vast selection of 
problems it is difficult to know where to begin with the questions. 

I just want to make sure of one position on our part. Are we here 
eared recognizing the fact that we are engaged in a world conflict 
of ideas and ideals, in which America will either become the leader 
of freedom in a free world or Russia will become the leader of slavery 
in a slave world? Aro we dealing with that problem here today? 

Secretary Acneson., Yes. I think we recognize that situation 
fully, Dr. Eaton. I tried to bring it out in my statement, that what 
I referred to in the statement as the “present danger,” is the danger 
to which you referred, and it is a danger to all free peoples. 

We, in view of our fortunate history, our great geographical posi- 
tion, both from the point of view of resources and from the point of 
view of defensibility, our tremendous industrial establishment, our 
spiritual and moral history, are in a position where we are required 
to put forward tho great effort of leadership, whether we wish to do 
80 or not, if freedom and liberty are going to survive in the world. 

Mr. Eaton. So we are not here simply discussing economic policies 
as to how to better our world trade; we are here to lay a foundation 
for world policy, to determine whether liberty or slavery is to domi- 
nate over all mankin p 

Is that the foundation of this legislation? 
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Secretary Acurson. I think you have put it very correctly and 
very forcefully. 

Mr. Eaton. Praise from Caesar is praise indeed. I thank you 
very much. 

hairman Ricvarps. Mr. Gordon. 

Mr. Gorpow. I want to thank you for your comprehensive state- 
ment. I have ono question. 

Now that we are getting into full swing on defense production do 
you think that our chances of obtaining our goal for world peace are 

righter now than they were a year ago? 

Secretary Acnzson. What was the first part of your question? 

Mr. Gorvon. Now that we are getting into full swing on defense 
production. 

Secretary Acurson. Yes, sir. I think thero have been great 
advances made in this year. I happen to be here with you this 
morning on the anniversary of the day following the attack in Korea. 

A vast amount has happcued to stimulate the défenses of the free 
world in that year. I believe there is both a greater consciousness of 
the danger which faces us, which Dr. Eaton was talking about a 
moment ago, and there is a much greater foundation of the power, 
economically and militarily, necessary to protect the free world. 

Mr. Gorvon. Do you feel the cooperation of the other countries 
is necessary? 

Secretary AcHEsoN. The cooperation is very what? 

Mr. Gorvon. Is the cooperation of the other countries important 
and necessary in this defense production for defense of those countries? 

Secretary AcHEson. It is very important? 

Mr. Gorpvon. Yes. 

Secretary AcHrson. It is essential, Mr. Gordon. I think it is 
absolutely essential. Progress has been made in that direction over 
the past vear. It is not nearly as much as we hope or believe will 
occur in the immediate future. But an encouraging start has been 
made. 

' Now we have to press forward with that start, and press it more 
ully. 

Mr. Gorvon. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Chiperfield. 

Mr. Cuiperrietp. No questions at the present time, Mr. Chairman. 

Chairman Ricuarps. Mr. Battle. 

Mr. Battie. Thank you, Mr. Chairman. 

Mr. Seeretary, we are all very much interested in Malik’s proposal, 
indicating the possibility of a cease fire in Korea. In case it is possible 
to settle the Korean War and it will take all of the ingenuity and 
strength at our command, would that lessen the need for this Mutual 
Security Program? 

Secretary AcnEeson. No, sir; I do not think it would lessen the 
need.- The solution of the Korean problem would enable us, the 
whole world, to draw back from what may be very close to the edge 
of the precipice. 

It does not mean that danger has been removed. It does not mean 
any lessening of the need for effort in building our defenses. 

t means that the disaster is not quite as close as it would be if the 
.ar continued. 
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Mr. Bartiy. Asn matter of fact, ono of our greatoat danger is tho 
tendency to slack off in our forts and determination to stop atheistic 
communism in the United States and elsowhore, 

Mr. Socrotary, 1 assumo that a fot of thought has been given to our 
capacity, that is, our capacity to help tho other nations of tho freo 
world, fam wondering if you believe that our cconomy enn stand 
this impact of $8.5 billion without cracking up? 

Sccretary Acneson. Yes, sir, Lam not an expert in these matters, 
but Iam convinced from the work which has been dono within the 
Government, and which will all bo fnid before you gentlomon, that 
wo can well stand this offort. 

Mr. Barri. Thank vou, Mr. Chairman, 

Chairman Riewanps, Mra. Bolton, 

Mra. Bouton, My. Sceretary, a great many things have been 
touched upon in your reply ¢o my distinguished colleague's Inst ques- 
tion. 

Tho peace bid from Moscow with its play on semantics could well 
be a camouflage for a beclouding of our vision of what is going on in 
Tran, to say nothing of Burma, Indochina and so forth and so on, and 
the whole Near East. 

Secretary Actrson. Wo are doing our best to pet clarifiention of 
what was meant by that specch the other day. 

Mrs. Botton, [hope sincerely you will not be tempted to feel 
that tho sitver lining of that cloud is as hoavy and shining as sone 
people would like to have us believe. 

As vou know, my subcommittee on this committes is the Near 
East and Africa. ‘Tho short. title, No. 2, relative to the Near Kast 
and Africa, spells out very little of what is contemplated under this 
bill for the very explosive arca of the world. 

Tho Iranian situation, which has called the attention of the world 
{9 ne vital importanco of the Near East, to freedom in the Western 

orld. 

May J ask you to throw your mind back (Co tho original Marshall 
lan consideration. At that timo wo were told, in words of ono ayl- 
ablo, that Noar East. oil was vital to tho rehabilitation of Wostern 

Europe. Is tho Department still of that opinion, that Near Enst 
oil is ossential? 

Sceretary Acuraon. Yoa. Thatis our view, Mra. Bolton, I think 
that has been inescapable. ‘Tho oil of the Noar East ia a most. vital 
and important resource for tho freo world. It is ono of tho reasons--- 
not tho only reason, but one of the reasons—why the present situation 
in Iran iso critical. I regret to say that every indication is that it is 
moving dircetly along tho road (to disaster. I seo no bright apots 
ahead atallin that. But tho oil in Iran, in Iraq, in Kuwait and Saudi 
Arabia, and that wholo section of the world, produces the fluid which 
powers a great deal of the effort of the free world. 

Mrs. Bouton. Of course, wo know tho Ruesians well enough to 
know that thoy nover actually withdraw. Whon thoy say thoy are 
out of Iran, thoy moroly advise us that thoy have mado themselves 
invisible, Anyone who knows tho carefully worked out strategy of tho 
Kremlin knows that thoy aro underneath tho Iran situation more 
grimly than aver. Wo have every reason to fecl that somo of tho 

reaont situation is duo (o tho infiltration of thoir ideas, and the uss 
hoy make of local disputes in their effort to got us out of there. 
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Tam not off the beam, am I, in my thinking? 

Seeretary Acurson. I think, as you say, thero is o deop and 
continuing interest in Iran on tho part of tho Soviet Union._ 

Mrs. Bonvon. lt was particularly gratifying to have you say that 
aid to tho countries of the Near East is to bo an impartial aid. I find 
my people wanting to bo assured that each country will be considered 
soparately, rather Chan considering all Arab countries ny one country? 

Secretary Acurson, I think that Mr. MeQhceo will be able to lny 
that out vory fully before you, in detail, Mrs, Bolton. 

frs. Bouton, 1 see. 

Secretary Acurson. Thero is one matter which is being dealt with 
separately here in which | know you are particularly interested, and 
that is tho refugeo matter. 

Mrs. Bouton, Very definitely. 

Secretary Acueson. That is being dealt with ina way whieh [think 
will please you, because it is directed toward a solution of the matter 
and not merely Comporizing. 


Mrs. Boros, Then, of course, the oil, as vou suggest, of Kuwait 


and Tran, atid the new oil tines across the Arabian Peninsula to Haifa, 
and so on, are in vour opinion of rather vital importance to the free 
nations of the world, are they not? ; 

Secretary Aciteson, That ts correct. Yea. 

Mrs. Bonton. Therefore the policy of our Government will be to 
assure the beeple of the Arab world that we are intending to have o 
traly impartial situation set up. 

Seeretary Acurson, ‘That is the basis of our policy. 

Mra. Bonton. Thank you, Mr. Secretary, 

Chairman Rictanos, Mr. Zablocki. 

Mr. ZanLocar. Mr. Seeretary, T wish to join the rest of the Men. 
bers in their expressions as to your stntoment. First T hope you will 
continue in your monumental task, despite tho criticism, for you are 
doing a very great service to our country. T would like to pursue the 
question that Mr. Battle and Mrs. Bolton proposed to you, 

betiove they asked questions in regard to the present offerings of 
peace in Korea by the Soviets and you gave an answer in that regard. 
Iowevor, should it come to pass that we would have an honorable, 
negotiated peace in Korea, would you say that this proposed mutual 
of ahs assistance and security program is still very vital for the 
uture 

Sceretary Acurson. Very much so, indeed, Mr. Zablocki. J think 
that this program would not bo minimized and would not be reduced 
in any way by a solution of the Korean problem. In fact, the pro- 
gram has in it, as I montioned in my statement, a $112,000,000 con- 
tribution for tho United Nations program in Korea. That would be 
needled at a very, very carly date if you had a solution of tho fighting, 
bocause Korea ts in bad shapo as a result of this war. 

Mr. Zapiocks. Is it reasonable to state, Mr. Secrotary, that con- 
tinuation of our efforts for tho freo world will not only bo 8 deterrent 
to futuro Soviot aggression, but also an avenue of hopo and encourage. 
ment to thoso nations who today aro under the yoko of communist 
domination? 

Secrotary Acneson. I think that is true, Mr. Zablocki. Yes, sir. 

fr. Zapiocks. A definite hope and encouragement? 

Secrotary AcHEeson. I think go. 
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Mr. Zanrockr. That is all, Mr. Chairman. Thank you Mr. 
Secretary. 

Chairman Ricnarps. Mr. Smith. 

Mr. Suitu. Mr. Scerotary, I would like to alludo to the statement 
mado by my colleague, Mrs. Bolton, with reference to Iran. I think 
there is a disturbing report to the effect that four American destroyers 
havo left Singaporo and they are on their way to Iranian waters. 
Now, I am wondering what the purposo of theso four destroyers is in 
going to that particular area at this time. One newspaper has referred 
to it as tho “show of tho flag.” Aro wo attempting to oxert any 
influence in tho present situation? 

Secretary Acnrson, I have heard nothing about such a report, and 
I should hesitato to accept it. 

Mr. Suita. You know nothing about tho movement of these de- 
stroyers from Singapore? 

Secretary Acnrson. No, sir. T never heard of it. 

Mr. Suitu. Now, on page 4, Mr. Secretary, you referred {o or you 
say: 

Finally, wo know that we could not continue to be the kind of a country we are, 
if wo wero to withdraw into a cave of Isolation. 


What do you mean by that? 

Sceretary Acnrson. I think it would be clear to ail of us that if the 
process which seemed to be well advanced just beforo the Marshall 
plan was put into effect, that is, tho collapse of Western Europe through 
internal weakness, had been allowed to go forward; or, if now through 
lack of effort on their part, or our part, thoy should collapse, and with 
them tho arcas with which thoy havo been historically connected also 
were brought under Sovict influence, you would find that the Ameri- 
can Hemisphere would bo left in a position of isolation and weakness 
in a world which would be dominated by ideas which go back 2,000 
years and moro, and by a force which wo would not bo in a position 
to deal with. 

Such a situation in Western Bungee would have a profound impact 
on the other American Republics. Tho effect of such a situation upon 
our own country would bo most deatructive. If wo were going to sur- 
vivo even physically we would have to movo in the direction of such 
a chango in our wholo conception of government and life, so that wo 
would really not recognize the America of that sort of a futuro as tho 
perce of tho past or the America of tho future which wo would liko 

aye. : 
' Mr. Smita, Now, on page 6 you refer to the successful conclusion 
of the Korean conflict. If wo aro to stop at tho: tively sient parallel 
and agree that all fighting is to ceaso at that point, would you say wo 
havo successfully concluded tho Korean conflict in tho absence of tho 
fact that we havo failed to unify all of Korea? 

Secretary Acueson. Yes, sir, I should say that we have had a 
successful conclusion of the effort. We had occasion to discuss this 
matter quite fully before the combined committess of tho Senato 
some weeks ago, and I would be very glad indeed to go over somo of 
those ideas with you now. aie 

_ There are two purposes in Korea. One, the military objectives 
and purposes there, grows out of. tho resolutions of the 25th and 27th 
of June 1950. The other is tho great continuing purposo which tho 
United States has had over since the Cairo Declaration and which the 
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United Nations has had ever since 1947, when the General Assembly 
passed the resolutions looking forward to the unification of Korea. 

A year and 2 days ago Korea was divided. It was at peace. There 
was no iden that the United States or the United Nations should call 
out troops and go into Koren for the purpose of unifying Korea by 
armed force. aint was not United Nations policy, nor was it United 
States policy. 

Tho attack on Korea occurred, and the United Nations passed (wo 
resolutions in the Security Council. One of them called on the North 
Koreans to withdraw behind the thirty-cighth parallel and cease 
their aggression, When they foited to do that, the other resolution 
branded the attacks as aggression against the Republic of Korea, and 
called on all nations to furnish forces in order to frelp South Korea to 
repel the aggression against them, and to restore peace and security 
in the area. 

From the military point of view what we are dojng and have been 
attenipting’ to do is to repel the aggression ard restore peace and 
security in tho area, which remains the policy of the United Nations, 
to unify Korea, if that can be done. But itis not its potiey that it 
must or should try to unify Korea by armed force. 

Now, after the Inchon landing the military operation was such that 
it was necessary to go into North Korea. With the landing at Inchon 
the North Korean forees were cut in two. About half of the forees 
were bottled up in South Korea. The other half withdrew north of 
the parallel and continued fighting. Thero were guerrilla operations 
in South Korea by which the United Nations forces continually reduced 
this North Korean Army. However, very considerable portions of 
the enemy would melt away, putting on civilian clothes and throwin 
away their riftes, and go through those mountains and join up with 
the remnants that were in the north. General MacArthur went 
north under the directions of the Joint Chiefs of Staff in order cither 
to capture or destroy this North Korean force, and that had been 
practically accomplished at. the lime of the Chinese intervention. 

Now, I pointed out that if ho had been able to do that, and if there 
had been no intervention by the Chinese—-which were “ifs'’’ of con- 
siderable size-—then there would probably have been a unification of 
Korea as a result of the combat; but the combat was not for the pur- 
poso of doing that. It was for (he purpose of eliminating this agyres- 
sion by rounding up people who refused to surrender athe refused 
Shine down their arms and refused to do anything except keep on 
ighting. 

a this aggression is stopped and if you havo adequate assurance 
that it will not be restmed, aud if those who aro doing it will with- 
draw so that wo kuow that there is not any immediate danger of 
resumption, then you would have repelled the aggression and you 
would have established peaco and security so far as that ean be done 
by military means in the area. 

Therefore TI should think that the United Nations would believe 
it had accomplished what it sct out todo. It would then have before 
it (ho same task which it had before it on June 25, 1950, of nttempting 
to unify Korea. 

Mr. Situ. T regret [cannot agree that there will be a satisfactory 
conclusion of the Korean War. 

Chairman Ricnarvs. Mr. Ribicoff. 


cine Nene 
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Mr. Ristcorr. No questions at this time, Mr. Chairman. 

Chairman Ricuarps, Dr. Judd. 

Mr. Jupp. Mr. Secretary, in your comprehensive, excellent state- 
ment, with which I am in almost entire accord, I observe that you 
say the primary objoctive of our foreign policy must always bo (to 
guard our Nation’s security. Is that correct? 

Secrotary Acnrson. Yes, sir. That is correct. 

Mr. Jupp. Do you artes that our country today has less security 
phan at any timo in its history since it achioved its independent exist- 
ence 

Secretary Actteson. No. I think that the world in which we livo 
is a very, vory dangerous world. I do not think wo have less security 
than many times in our history when we havo been threatened or wo 
have been closer to the verge of the extinguishment of our independ- 
ence than we are now. 

Mr. Jupp. Well, I thought I remembered your stating to a group of 
us last year in your office that we wero in eae danger then over 
before and you spoke of Gettysburg, and of Valley Forgo by name, 
and you said the threat was greater today than it had been on those 
occasions. 

Secretary AcHEsoN. Thero is a greater power, perhaps, opposed to 
us than in the past. : 

Mr. Jupp. Put it this way. Leaving out tho degree of danger, our 
country is not secure today. Is that correct? 

Secrotary AcnEson. Itisnot secure? Well, there are great dangers 
pi haeal to us. If wo can put forward our efforts wo can meet this 

anger. 

Mr. Jupp. To the extent wo aro not secure, our foreign policy has 
not been successful? 

Socretary AcnEson. Well, I should not think it follows. 

Mr. Jupp. That does follow, docs it not? 

Secretary Acheson. I do not think that really follows. 

Mr. Jupp. Weil, if the most important objective of our foreign 
policy is to make us sccure, and if we are not secure, then tho policy has 
not pee successful. Wilf you tell me how you can escapo that con- 
clusion 
> Secretary Acheson. Yes. I think there aro a great many things 
that arise that are not a result of foreign policy, and foreign policy 
has to meet them. : 

Mr. Jupp. Well that is a good, evasive answer. Or rather, it is 
an evasive answer, but not a good answer. 

Tho thing I want to congratulate you for is that in your statement 
it ar heers that you have at last joined those of us who have been 
critical all these years because the administration has not, in our 
judgment, paid sufficient attention to the Asian parts of tho world 
with which you have dealt at length, and from which tho threat has 
come that put us into actual conflict. 

For the record, I should like to read a statement from tho hearings 
a year and 8 half ago, when you wero beforo us advocating extension 
of the ECA, and I expressed my conviction that failure to have a 
similar program in Asia would threaten tho success of our program in 
Europe. I said thero: . 

The reason I am more ccncerned now than I have been at any time previously fs 
partly because we have not made the same kind of effort in China, and we are not 
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making in southeast Asia now the kind of vigorous effort wo have made and you 
are actvocatlng with respect to Europe. That is what disturbs me—that we aro 
going all out in the one place and not really trying in the other. 


This was before Korea. 


I am afraid that the half-heartedness of the effort in Asia will ruin the all-out 
effort in ey ar I want you to have the same kind of determination with regard 
to southeast Asia that you have with regard to Europe. 


You wero gracious enough to say: 
You keep working on me. 


So I have been working on you, Mr. Secretary. I am grateful 
that in your statement you have now put in its proper proportion 
that area of the world where tho 700,000,000 people live who control 
tho world balance of power. On ono sido of the balance is Russia 
with 800,000,000 under her control, and on the other sido is the freo 
world with roughly 800,000,000, and it is these 700,000,000 living in 
the crescent from Japan to Iran, or as [ have usually described them, 
in the 12 fingers that lio on the borders of China which is the hand— 
it is these 700,000,000 who control the balance of power. I con- 

ratulate you. We have supported you in Europo, where ovents 
avo proved you right; and we have opposed you in Asia, where 
events have proved you wrong. Now you have joined us with 
respect to Asta, and if your Department exerts vigorous effort in 
that direction, I hope we can get again a bipartisan foreign policy 
that I belicve would bo in tho interest of the United States, and 
better achiove the security which you and I both want. 

I have no queues at this time, Mr. Chairman. 

Chairman Ric#anps. Mr. Burleson. 

Mr. Burneson. Thank you, Mr. Chairman. 

Mr. Secretary, considering tho aid which has been extended to 
Franco and Italy in tho pester period, are you of the opinion that 
we are to be encouraged or otherwiso by the results of the recent 
elections in thoso countrics? 

Secretary Acurson. Yes, Mr. Burleson. I think thoso elections 
aro encouraging. I think tho clection in France was both a per- 
centage decrease and a numerical decrease in the Communist vote. 
Sinco the election was largely fought on tho basis of the Communists’ 
attitudo, and tho whole North Atlantic Treaty program, and since 
as a result of that thoy lost in numbers and lost in percentages, | 
think that we can have a fecling that tho great bulk of the Fronch 
people aro thoroughly in support of tho program. I think the 
miele! elections in Italy showed tho same trend. 

Mr. Burteson. I havo this further question: Although the numeri- 
cal strength of those elections were, as 1 understand them, not radically 
changed, I assumo encouragement comes from tho coalition of power? 

Secretary Acuesonx. Tho municipal elections in Italy, I think, wero 
important in showing Communist decreases in tho important areas in 
the north, of which t icy had contro} before. 

Mr. Burueson. In the course of theso hearings, Mr. Sccrotary, it 
seems to me that wo of this committee and, of course, Con; , should 
bo ablo to answer tho question that is ovidently in the minds of most 
of tho American pcoplo, which is to this effect: Western Europe, 
looking at Western Europo broadly, comprises approximately, I 
liovo, 250,000,000 people, with a far greater industrial potential than 
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Russia and her satellites. The question is, Why should this country 
of 150,000,000 people be called upon to support them when, if they 
had their potential industrial might and their moral strength united, 
they would do a much better job, with much less assistance from us, 
than they are doing. 

Now, I hope in the course of these hearings we will be able to 
answer that question. Do you agree? 

Secretary Acusson. I think that will bo very fully brought out, 
Mr. Burleson. 

Mr. Burreson. It seems to me to be the core of this entire effort 
and these entire hearings, and that we should be ablo to havo that 
developed without question before the end of tho hearings. I direct 
that suggestion to my committee as well as to yourself, Mr. Secretary. 

Secretary Acueson. I think it will bo brought out fully as to the 
nature of the problem that we all have to face in Europe. Although 
you have this large population, depending on what part of the area 
you want to bring in—take the whole OKEC group, and it is about 
275,000,000. If you take the North Atlantic Treaty partners only it 
is about 175,000,000; and as you add you can move up from 175,000,000 
to 275,000,000. 

Now, although you have this large population, and although it is a 
population which 1s industrially trained and proficient in production, 
and although there is a targe amount of industrial equipment there, 
there are several very serious problems that they face. 

One is that there are lacking certain raw materials which have to bo 
brought in from the outside. That is to some extent true in our own 
eounley but not nearly to the extent that itis true in Western Europe. 
Also, tho total area of our North Atlantic Treaty partners is about one- 
third of our own. Also, the per capita wealth of that area is about one- 
quarter of our own. Also, this area has been through two very devas- 
tating wars, tho last ono resulting in tho occupation of all of tho 
continental part of our North Atlantic Treaty partners, so that they 
have had in the 5 years since the end of tho war a great struggle to 
build up from the destruction, the loss of tracdo relationships, the loss 
of their political connections with other parts of the world, and bring- 
ing a standard of living which had fallen very tow up to a degree 
where it would support democratic life. ; 

During that time many of our partners have had great troubles of 
their own in other parts of the world. The Dutch have been through 
their difficulties in Indonesia. The French havo been carrying on a 
struggle with communism in Indochina in which they have suffered 
about as many casualtics as the United States has suffered in Korea. 
This war has been going on for 4 years. It has had a very great drain 
on French military effort. 

The British have had very considerable troubles in various parts 
of the world. All of those aro things which have to bo met. All 
of those indicate the necessity for assistance and help from the out- 
side. But I think with all of that there has still been very commend- 
able progress; not as much as we must have, but very commendable 
pro , 
rt, Bunteson. I realize we are not facing a simple problem. 
Thank you. . 
| Chairman Ricttarvs. Mr. Fulton. 
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Mr. Fuiton. Mr. Secretary, we are glad to see you here today. 
We will go through many days of testimony, so there must be an 
effort to keep going. 

1 think wo people of Food will in the United States who want to 
protect the security of the people, as distinguished from being archi- 
tects of cithor sido of the 1952 election campaign, must look for an 
American policy. In that American foreign policy there must be 
an over-all United States policy rather than cither a Democratic or 
Hepubllees policy, or any individual’s personal policy. Do you not 
agree 

Secretary Acurson. [agree with that. Yes, sir. 

Mr. Futon. I might say to you we people who work on foreign 
policy, while we do have disagreements with you, nevertheless we 
respect your integrity as an American citizen, and your honesty. I 
should also point out we Republicans differ among ourselves too, 
because we have Eisenhower Kepublicans and Taft Republicans, and 
we have our share of disagreemeuts too. _° 

Now, the question has come up here of the possibility of a quick 
settlement in Koreas because of Malik’s statement. I wish you would 
put as a condition, Mr. Secretary, on dealing with or making any 
negotiations for settlement, that the North Koreans and Chinese 
Communists will first respect the Geneva Convention on the prisoners 
of war which we and our allies have lost to them. They must first 
show they are protecting those boys, and giving us the names and 
addresses, and letting the packages go through, and let these families 
know where they are, ant what condition they are in, And, don’t 
talk, Mr. Secretary, unless you get that kind of assurance. 

Secretary Acurson. That is one of the most vital questions in any 
possible talk. 

Mr. Futron. The burglar with his hand caught in the till or cash 
register wants to compromise. I think if we allow someone in that 
position to negotiate with us we should take the treaty aud show 
them what it means to be decent, and the things they have not been 
living up to with regard to international law. Otherwise we are 
further compounding the felony that has already existed. Do you 
not agree? : 

Secretary AcHEson. Yes. It is a very important question indced. 

Mr. Futton. Again I would ask you as Secretary of the Department 
not to use the people of free Formosa as a bargaining element, or a 
makeweight in any decision to obtain o decision in Korea. I hope 
you can this morning say to us that that will not be a bargaining ele- 
ment or & pawn in our trying to get any settlement in Korea. 

Secretary AcHEson. I think we have always taken that view, and 
wo will continue to do that. 

Mr. Fuuton. You will continuo to do that? 

Secretary AcHESON. Yes. : 

Mr, Futton. I have a further question. In Iran the Government 
of Irah is the sovereign power. In Britain the Government of Britain 
is the sovereign power. In Britain they have socialized the industries 
of coal and steel. I come from Pittsburgh and have an interest in 
that, and wo watched it very closely. In fact, I might say to you, 
Mr. Secretary, one-half of the audience today are students of the 
University of Pittsburgh—foreign-policy students secing how tho 
Foreign Affairs Committee and the Department operate. 
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The Government of Iran has the right to act as a sovercign in its 
own country. Why then, when the Anglo-Iranian Oil Co. is in Iran 
as 4 private company, cannot the Government of Iran, equally as 
Britain has done, socialize tho oil industry in Iran, as against a private 
company, the Anglo-Iranian Oil Co.? That question has been asked 
of me many times, and I would like to know if you can answer it. If 
Britain can socialize her basic industries, why cannot the Iranian 
Government do the same in Iran? 

Secretary Acurson, Mr. Fulton, there are two parts to the question 
which you have asked today. Onc is a legal part, and the other is 
the great question of internation! relations. 

On tho legal side, I do not want to get into this becauso this has 
now been referred to the World Court, and the World Court is ablo 
to take jurisdiction, and I presume will decide it. The argument 
revolves around the question as to whether a contract entered into 
by 4 sovereign nation is not also something that the sovercign nation 
must take into consideration and carry out. Are there no legal 
rights which arise out of a contract? 

I do not think that at tho present time cither the British Govern- 
ment or the Anglo-Iranian Oil Co. is taking any action cantrary to 
the idea that the Iranian sovereign may «do or take this action to 
nationalize the company with their own oil resources. They do say, 
however, they have certain contractual rights which are fegal and 
binding and were entered into freely, and those must be respected. 

Quite apart from that part, and coming to the other question, the 
problem is how can tho interests of Iran and Great Britain, which 
as a nation owns about 52 percent of the Anglo-Jranian Oi) Co., be 
harmonized here, so that the Iranians can do what they think is 
necessary for their own self-interest, and also so that the oil properties 
can operate. 

The Iranian Government has in tho past—although it does not 
seem to be doing this today—in tho past it has seemed to say this 
argument was not about who should operate the wells. They thought 
the company was the only group that was ablo to operate. Tho 
question was, Under what terms should thoy operate? The British 
offered terms the other day which seemed to be a very sensiblo basis 
for negotiation. To our decp regret the Iranians rejocted thoso with- 
out any real consideration. They considered them 20 minutes and 
then rejected them. 

Now they are getting into & position where it looks as though tho 
roperties might not bo operated. That hurts overybody. The 
ranians do not get oil; they do not get the profits from tho oil; 80,000 

people employed may bo thrown out of work. All of this will lead to 
great uneasiness and unrest in the country. 

It has seemed to us if the Iranian Government would put its mind 
on its real interosts in this matter, that the problem could be worked 
out. I think the eventa of the last 2 weeks have scomed to indicate 
that was what the British representatives were prepared to do. | 

I do not know whether I have answered tho question. I have just 
talked about problems. 

Chairman Ricwarps. The gentleman’s time has expired. 

Mr, Roosevelt. , ; 

‘Mr. Roosevet. No questions. 

Chairman Ricuanps. Mr. Javits. 
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Mr. Javits. Mr. Secretary, joining my colleagues in welcoming 
you hero in this very important matter, I would like to ask you whether 
you believe that the vote on this bill—this big bill—represents or 
does not represent—and I woutd like your answer to it—a fundamental 
decision as to whether we will have allies with us, or whether we are: 
going to go it alone in the world? 

Secretary AcHEson. I think it does, Mr. Javits. 

Mr. Javits. So that this is the payoff vote in the so-called great 
debato that has been going on, is it not, as a fundamental question 
of the policy of the United States? 

Secretary Acneson. I think this raises that debate to a concrete 
issue, Yes. 

Mr. Javits. Do you sco any indication from the news we get from 
Korea that the Russians, who have been back of this North Korean 
invasion of South Korea, having found armed aggression unprofitable, 
may now, as they have the power to do, being a dictatorship, shift 
the gears and go over into a broad-scale program of internal revolution 
and subversion, duc to the fact that they apparently have not been 
able to make external armed aggression pay? Do you see any major 
shift in Soviet emphasis from this situation? 

Seerctary Acneson, No. I think it would be a mistake to regard 
that specch the other night as a change in their policy, or strategy, 
or purpose. It may represent a sincere desire to end the fighting in 
Korea. If it docs represent that, 1 do not see any reason to beliove 
it goes any further than that; or, it may not represent that at all. We 
are now trying to find out, as I said in answer to Mrs. Bolton, by the 
most direct questions to the Sovict Government, as to what it docs 
mean by this. 

Mr. Javits. So that you feel we must still be prepared for possible 
other oxternal aggressions, cither directly or by proxy such as ip 
Korea, at the samo time as wo also are prepared to and do work 
against other internal revolutions or subversions fomented by the 
Soviets by a program such as this? 

Secretary Acneson. I think so. Yes, sir, Mr. Javits. 

Mr. Javits. Is this program then of $84 billion as compared with 
$60 billion, which is the sum total of the President’s budget for the 
armed services, designed to balance our preparations against those 
two real threats? 

Secretary Acueson. Yes, sir. You are quite correct about that. 
This is tho part of the total security program which strengthens 
our allies so that wo have a mutual security arrangement rather than 
an individual one. F 

Mr. Javits. So that if you did not do this you are preparing for 
‘one way in which the Kremlin can conquer the world with external 
military force and leaving yourself open for the other way, in which 
ney can conquer the world by internal subversion? 

cretary Acneson. I think that is right. 

Mr. Javirs. You would agrco with that? 

Secretary AcHEsoN. Yes. 

Mr. Javita. Is that tho basis on which the administration proposes 
to fight for this program? 

Secretary ACHESON. X98 sir. 

Mr. Javits. I noticed that the program does not speak of or contain 
provisions for capital investment, though it, ] assume, has paid some 
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attention to it, and if it has not, it certainly should. The reports of 
the Gordon Gray committee and the International Dovelopment 
Advisory Board with Nelson Rockefeller, as chairman, have been mado 
both boards appointed by the President to deal with this question. 

Could you tell us to what extent the recommendations of these two 
bodies have becn taken into consideration in proposing this program? 

Secretary AcHEsoN. I mentioned very briefly in my statement the 
place that private capital investment would have in the development 
of the program. That will be brought out much more fully before 
you by the witnesses who will follow mo and go into moro of the 
details of the matter. 

The investment of private capital is the means through which wo 
hope that tho real development will take place in those parts of the 
world where private capital can safely go. ‘There are many parts al 
the present time where a private investor would be rather reckless to 
invest his money. ‘There are other parts where particularly with the 
development of tho treaties which we are working on now, and which 
wo are having considerable success with, in the development of those 
treaties there will be an expanding erea where private investment will 
be protected and where private investment will carry the load 
of the development. 

Mr. Javits. May I ask one other question? 

Chairman Ricnarps. You have 1 minute. 

Mr. Javits. You are going ahead now with this program for eco- 
nomic reconstruction and we have all underst that the great 
problems of Asia are nationalism and social and economic reforms. 
The fact is that problems of land tenure and social problems of wel- 
fare, health and education, havo been the points of greatest irritation 
in that area. What is tho administration’s idca of what wo are going 
to do to try to bring about really needed social reforms in this great 
crescent which we are now beginning to aid in an economic way by 
this program? 

Secretary AcHEson. We have been keenly aware of the need for 
those reforms and have pressed them, and were very successfully 
doing that in Korea, as you recall, at the time of the attack. It was 
estimated by tho end of 1950, if this attack had not occurred, the land 
reform program in Korea would havo been carried out to the extent of 
over 80 percent. That was all upset by the war, and tho people being 
driven from their homes, and all that sort of thing. 

It is the No. 1 item in dealing with that country. It has also been 
proceeding much more satisfactorily in Formosa than it has been in tho 
ake It is one of the questions which the ECA has been taking up. 
They are working very strenuously with the Philippine Government 
and progress is being made legislatively and administratively in the 
Philippines. . 

I am not familiar with the situation in Indonesia. Howover, you 
are right in believing that this is one of the fundamental questions 
which our economic missions take up and work with the local govern- 
ments about in carrying out our aid program: 

Mr. Javits. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketuy. Thank you, Mr. Chairman. I join with my col- 
leagues, Mr. Secretary, in welcoming you here this morning. I will 
only ask one question. I realize that time is short. 
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What means, if any, have we planned to educate tho peoples of 
Europe to the objectives of this noble program other than the Voice 
of America? 

Secretary Acueson, I think so far as tho direct education of tho 
people is concerned, there is a direct or indirect way, or perhaps 
they are all indirect. We have, in addition to the Voico of America 
a very considerable work being dono through our ECA missions and 
the diplomatic missions in working directly with the press and radio 
of tho countries concerned, so that they are continually being given 
tho full facts about tho situation, as we see it, and the efforts wo are 
making, and the efforts which we think are necessary for other people 
to make, 

We then have a very considerable program of exchange of persons. 
Recently we have had here a very large group of German journalists 
who have been in this country. Some of them were here for a year, 
and some go to school in the Midwest, and Northwest, and some in 
the eastern universities at schools of journalism. Tho others come 
here for 2 or 3 months. They aro taken all over the United States 
and shown the wholo country. I think some of them have visited 
you up here at the Capitol to get an idea of how our National Govern- 
ment works. They go to the States and to the municipalities, and 
they see all branches of American life. 

e are doing the same thing on a much slower basis through 
students. We have a very considerablo number of exchange programs. 

Now, there are other ways in which this is being brought home to 
people, The military missions which we havo abroad, which operate 
with the armies of Italy, France, Belgium, Holland, and Norway, 
and in a number of other countries, in showing them the new American 
equipment, are real sources of education. Those people—the enlisted 
men, and the officers—get out with the troops of the Nation involved 
and get to know them, and talk with them, and talk about their own 
country and our own purposes, and through them you get into the 
Armed Forces an understanding of what is going on. 

There is a very considerable and rather diverse group of efforts 
which wo are conducting. 

Mrs. Kexty. Thank you, Mr. Secretary, I understand our pro- 
grams have not been too successful. I wonder if you had given any 
thought to a direct program of the Voice of America emanating directly 
out of the country, to which we give assistance. We should use 
speakers and writers who think in the language of the people we 
want, toreach. It seems to me we have not reached the peoples of the 
world. 

Secretary Acnrson. I am just not able to answer that, Mrs. Kelly, 
but we will havo that answer for you in the courso of these hearings. 

Mrs. Ketty. Thank you. I have one more quostion. Do you 
believe the termination of the contracts of the Iranian Government 
with Great Britain will have any effect on the lack of desire of Ameri- 
cans or American private enterprise to invest in these undeveloped 
arcas 

Secretary Acheson. Very much so. Very much so, indeed, 

Mrs. Ketty. And the outcome of this Iranian situation is very 
definitely affecting this program? 

Secretary Acneson. If an investment is not secure in an area, 
people are not going into it. 
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Mrs. Keury. In our agreements with thoso nations, are there any 
provisions taking into account the possibility of a change in their 
government? 

Secretary Acneson. Yes. That is one of the matters which is 
worked out very carefully in these treaties, so that it is provided 
either that nationalization will not occur in certain industries for 
certain periods of time, or that if it does, prior compensation in the 
currency which was invested will take place. 

Mrs. Ketty. Thank you, Mr. Secretary. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herrer. Mr. Secretary, in this very significant presentation 
you have made to us with respect to tho program for the coming fiscal 
year, you outlined a program that envisages military aid and economic 
aid, to bolster military aid for a 1-year period only. When the ECA 
came before us it was worked out very carefully, as well as that kind 
of calculation can be made, for a 4-year period, with a descending scale 
of aid at the end of the 4-year period. 

In the course of the hearings, is it possible to anticipate that we will 
have presented to us the program as it is being worked out over a 
period of years, so that we can feel within‘ X”’ period of time the secu- 
rity of Western Europe can be reasonably assured by the operation, 
say of a 3- or 4-year program, or whatever it may be, and so that we 
will have in front of us a complete picture? It necessarily cannot bo 
final, but at least we can visualize a program that has some sort of a 
terminal or something, so that we can see tho whole picture and not 
necessarily just this fiscal year. 

I ask that because if the military determined that so many divisions, 
with so much equipment, and so much air power, and so much sca 

wer, are adequate to maintain a defensive position, then presumably 
Row much is done in each year to achiove that position becomes a-part 
of the same program. If pou cut a piece of it in one year you merely 
have to add it to another it you ara going to achiove that eventual goal. 

I wonder how you visualize this presentation being made to us? 

' Secretary Acneson. I think it can be made during the course of 
the hearings and probably the committee would wish to have that 
done in the executive sessions. In the past years it has not been 
possible to do that because there have been some parts of the program 
which were just unknown. Those are now becoming ‘clearer, and I 
think it will be possible for those who have been working in this future 
projection to give an estimate which will have to be, as you say, an 
estimate, becausé you cannot actually foresee the immediate costs or 
the speed with which you can work 2 or 3 years from now. I think 
they can give the committee a pretty concrete idea as to the length 
of period that the program will take and the costs of the program 
during that period, and the time when the program can _ bo very 

tly reduced, and when you can expect it will be largely in the 

old of maintenance. 

Mr. Herrer. Just one other question along the samo linc. The 
end items that are provided for, which represent a very large part of 
this program, are merely a percentage of what comes off our pr uction 
lines, and may be applied to Korea, or may be applied to Indochina, 
or to the training of our own troops here, of.may go to the effort in 
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Under lend-lease the so-called end items in the way of military 
equipment went to various countries, but title remained in the United 
States. This program, as I understand it, envisages giving away of 
the end items without retaining title in any be shape, or form. 

I am wondering in connection with the whole NATO set-up in 
Europe, when you have a single commander in chief, whether some 
consideration should be given to the question of title to the equip- 
ment remaining within the organization rather than with individual 
nations. There are possible differences that might arise from that 
point of view in the future, in reallocating end items, where you 
might need them for security purposes. 

Secretary Acueson. I know thought has been given to that, Mr. 
Herter. I do not know what the weight of the considerations are, 
but I will have that brought out in the course of the hearings before 

ou. 

Chairman Ricuarps. Mr. Reece. : 

Mr. Reece. Mr. Chairman, there are some qtestions which I do 
want to ask, but the House is about to have a roll call and I presume 
there will be opportunity later on for me to ask these questions. 

Chairman Ricnarps. There will be, but if the gentleman wants to 
take his 5 minutes now, he can also do that. 

Mr. Reece. I might ask one question that docs not relate to the 
details of this bill. It is a question that I have found in the minds 
of the people all over the country, and it touches on the suggestion 
which the gentleman from Minnesota propounded a while ago. 

At the close of the war some 6 years ago we and our allies had won 
a complete and overwhelming victory. Toward this victory the 
United States had contributed a very substantial percentage of the 
effort. We had produced possibly as much, or more, matériel as all 
the rest of the Allies put together. We stood at the pinnacle of our 
strength. We were looked to by all of the nations for our inspiration, 
support, and guidance. We stood on the very pinacle of our history, 

oday our own security is threatened. Civilization itself is said 
to be endangered. Now, what policies have we followed, or what 
policies have we failed to follow, that permitted this tremendous 
change in our world position within so short a period of time? That 
is a question that has the people of America very much disturbed. 

There must have been some policies that we followed or some policies 
that we failed to follow which have brought about this great chango 
in world conditions in so very short a time. 

I would like to havo your comments on it, since you have been in the 
position of great responsibility during this period. 

Secretary Acueson. Mr, Reece, I think that a part of the matter 
has to do with Soviet foreign policy and Soviet military pees At 
the end of the war, as you correctly say, we were at a pinnacle of power, 
but you must examine a little bit the nature of that pinnacle. 

At the end of tho war, of the three great military powers outside of 
the United States, two had been destroyed—Germany and Japan. 


Germany and Japan had been on either side of the Soviet Union and _ - 


they had been destroyed as military powers. 
t 


that time their pec in the military world was taken by -12,-° 
10 Were under arms; the greatest American: 
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the seas—was in commission and in battlo order; and tho greatest air 
force that had ever been brought together was in operation. 

If it had been tho will of the American pcoplo to maintain those 
12,000,000 citizens under arms, and that air force, and that navy, then 
many of the things which have happened might not have happened. 
It was clearly not tho will of the American people. We are a peaceful 
people. We do not want to live ina garrison state. Our men do not 
want to spend their lives under arms, 

So, that force was demobilized and they were brought home and 
returned to civilian life. Tho ships were put up in mothballs and the 
airplanes became obsolete. 

fr. Reece. If I may interject, if by maintaining the 12,000,000 
men under arms, by maintaining our great flect, and by maintaining 
our great air power that would have enabled us to have held the bal- 
ance, then by our failure to do so—and I am not indicating what 
influences caused us not to do it—in what way did that contribute to 
tho building up of this great strength on the part of tho totalitarian 
forces which now is threatening the peace and security of all the world 
or of all free governments? 

Secretary AchEeson. Well, you seo, the military power of the Sovict 
Union was in existence at the end of the war. It was there. Tho 
Soviet Union did not follow the demobilization policy which wo fol- 
lowed. It maintained for a very considerable time almost its full 
wartime mobilization, and now has a very considerable mobilization. 

Its troops, being in occupation of what are called the Eastern sat- 
ellites, proceeded to organizo those Eastern satellites into Commu- 
nist states which were under Sovict control and proceeded to build 
up their military power. In one case, Poland, they have even put a 
Russian general in actual command. So that that military power 
continued to exist. 

We, who were in occupation of Europe and of the Far East, with- 
drew our forces and demobilized them. Therefore, you had a military 
force left in that great land mass geing from the Elve to the maritime 
provinces of the Soviet Union. All wo maintained were two or three 
divisions in Europe and four divisions in Japan, and the flect was 
mostly put up in mothballs. 

I am not doing more than answering your question, You say, 
why was there this imbalance of military power. It was because the 
power which had defeated the two oxisting military empires was 
demobilized. Those military empires ceased to be military empires. 
The Allies which we had in the war were very weak as a result of tho 


" war. 


The whole purpose of our foreign policy was to prevent the use of 
force for the settlement of international questions and that was what 
wo directed our attention to through tho United Nations. 

As we began to see that was not the course of Russian policy, we 
doveloped the treaty with our Latin American allies, and the North 
Atlantic Treaty, and the military assistance program, and we are 
now filling this void which was created to the loss of opposing power—— 

Mr. Reece. During this war period it was necessary for us to 
furnish all these other nations, including Russia, tanks and airplanes 
and most of the matériel for war. They ‘were then helpless. Now 
they threatenZto dominate the world. 
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Chairman Ricrarps. Tho gentleman’s time has expired but he 
will have an opportunity tomorrow to pursuc that line of questioning. 
Tho Chair wishes to state that there is a roll call on the floor now. 
Right after that roll call there will come up a bill in which many com- 
mittee members aro interested. For that reason we want to suspend 
theso hearings right now and plan to como back at 10 o'clock in the 


mening. : . . 
Mr. Secretary, would eu bo availablo at 10 o’clock in the moming? 
Scerctary AcHrson. Whenever the committee wishes; yes, sir. 


Chairman Kicnarps. The committee will adjourn then until 10 
o’clock in the morning. 

(Whereupon, at 12:13 p. m., tho committce adjourned until 10 
a.m. the following day, Wednesday, June 27, 1951.) 
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WEDNESDAY, JUNE 27, 1051 


Hovust or REpPRESENTATIYES, 
Committee ON ForEION AFFAIRS, 
Washington, D. C. 

The committee met in the Ways and Means Commilttes room, 
Now House Office Building, at 10:13 a. m., Hon. James P. Richards 
(chairman) presiding. 

Chairman Ricuarps. The committee will como to order, please. 
I would liko to say to the members of the committee, and the witnesses 
too, that the reporters had a little trouble getting what was said 
yesterday over the microphones. 

I hope the members of the committee, and also the witnesses, will 
sit a little closer to the microphones. 

We have the same witness before us today that we had yesterday, 
the distinguished Secretary of State. Mr. Seenslary, we are mighty 
glad to have you again with us this morning. 

Wo finished questioning under the 5-minute rule yesterday. Now 
wo are going to proceed with the system we have for unlimited ques- 
tioning as to time. I Ld as it will be limited in some other respects, 

I havo been informed by some of the members of our committee 
that there appeared in one of our Hate te a on Monday last, an 
article to the effect that I favored a $3 billion cut from the figure pre- 

osed here for foreign aid. This statement is entirely erroncous. If 
ever made any such statement, it was in my sleep and I knew nothing 
about it. 

I have said the figures presented here should be cut ss far as pos- 
sibly could bo done without injury to the program. We owe that 
to the people who pay the taxes. But when it comes to the question 
of cutting this Mutual Security Program over one-third, my opinion 
is it simply cannot bo done and should not be done. To my way of 
thinking, the Marshall program and the arms aid program have. been 
preeminently successful. T would hate to think of the situation in 
tho world today if these two programs had not been inaugurated. 

Of course, this committee does not wish to adopt figures that have 
just been taken out of the air. We want these figures substantiated 

y evidence. In short, my view is that the basic provisions of this 
Mutual Security Program are just as necessary to the security of the 
United States as tho program called for in our defense budget itself. 
In the interest of our own economy, all of these programs must be 
carelul y scanned and the useless limbs and deadwood cut off wherever 

ound. 

Mr. Secretary, I am going to turn you over now to the tender 
mercies of my good and dear friend, the former chairman of this 
committee, for questioning. 

uu 
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Mr. Eaton. I will bo extremely tender because I havo no questions 
at tho present timo. I recognize that we aro in a great strategic 
moment in history, and wo have to organizo our national resources, 
first of all to defend our own safoty and security in the world, and, 
secondly, to disehatge our obligations to civilization, if it is to porsist 
throughout tho world. 

Consequently, I would like to havo the Sccretary of Stato, who is 
a notable originator of ideas, to furthor discuss this program before 
further questioning. 

Chairman Ricuarps. Mr. Sceretary, I will refer you for further 
illumination to the gentleman from Montana, Mr. Mansfield. 

Mr. Mansrietp. Mr. Secretary, unfortunately I was not ablo to 
hear all of your testimony yesterday, but I read it last night. As 
usual, I was very much impressed. 

I understand that there was some question raised as to whether or 
not tho possibility of peace negotiations would entail a stopping at 
the thirty-cighth parallel. I understand further that your answer 
was, in general, “Yes.” 

I would like to call to the committeo’s attention, and for tho record 
a speech which I made in the House on March 20, 195t, in which { 
stated, in effect, that the thirty-cighth parallel in Korea should bo 
tho lino where the fighting would agi 

I would like to quote from that, if I may, Mr. Chairman, because 
I think it bears a little bit on this question, at Icast as far as I am 
concerned. 

I am quoting now as of last November 1950: 

Last November I urged that a buffer arca be created along the Manchurian- 
Korean frontier; that the UN troops stop short of it and that the buffer area be 
occupied by South Korean troops. 

Since that time, conditions have changed markedly. I now wish to urge that 
the United States forces advance as far as the thirty-cighth parallel and stop there 
80 pe ve original Repubtic of South Korea can once again be established in its 
own * 

I further recommend that South Korean forces be sent {nto the area north of the 
phlrty Senta paratlel up to the thirty-ninth parallel so a defense lino can be estab- 
lished which will increase the defensive strength of South Korea and establish a 
atatus quo which can be maintained. 

Furthermore, if and when this is done, a warning should be issued against any 
further attempts to disturb the situation as thereby created. A move to the 
thirty-ninth parallel by South Korean forces and a declaration of maintenance 
for the status quo will, in my opinion, bea long “P toward stopping Stalin’s pens 
to involve us in an all-out war in Asia; it will allow the UN to start rebuilding 
South Korea and will have served notice to the world that aggression does not pay. 


It might be well to point out that recent remarks by Gen. Dougies 
MacArthur and Gen. Matthew B. Ridgway indicate that in thoir 
minds there is no longer any serious thought of attempting to liberate 
all of Korea. 
General Ridgway has stated: “If tho Korean War ends at the 
parallel, it would still be a tremendous victory for the United Nations.” 
Mr. Speaker, the most important result of the Korean War to date 
is that not since it began have the Russians or any of their satellites 
launched any other act of territorial aggression. . 
This does not mean that thoy will not do so, but tho fact remains 
that they have not done so. Perhaps ono of the reasons for this is 
because not one but a aumber of nations have stood up and insisted 
that aggression be resisted. ; 
Russia, with her Communist Chinese and North Korean allics, has 
not been allowed to win a cheap and swift victory. 


f , 
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It is too soon, perhaps, to say that the war in Korea has prevented 
a work! war, but it seems safo to assume that our resistance in Korea 
has put off a general war and has won for us time to build up our 
strength and to continue to work to prevent a world war. 

We have had to pay a high price to put down aggression in Korea 
but we have pointed out to the Russians that a satellite cannot commit 
an act of aggression with immunity. 

The North Koreans and the Communist Chinese have gained 
nothing except a frightful loss of life and prestige. While the unifica- 
tion of all Korea is tho ultimate possibility in that part of the Far 
East, yet it is of greater importance to us that we discharge the 
Russian bloc from further adventures which would sooner or later 
Jaunch an atomic war. 

I just wanted to put in the record that my opinion at that time 
was that the factor which we are now conskléring should be given 
deop thought and consideration. 

Now, Mr. Sceretary, according to the Washington Post this mornin 
the following statement is contained therein in regard to the Mali 
proposal: 

It may represent a4 sincere desire to end the fighting in Korea. We are now 
trying to find out by tho most dircet questions to the Soviet Government as to 
what it does mean. 

This statement is attributed to you, Mr. Sceretary. Would you 
mind amplifying on that, if it is true? 


STATEMENT OF HON, DEAN ACHESON, SECRETARY OF STATE— 
Continued 


Secretary Acnreson. Mr. Mansficld, we were looking in tho record 
just before the hearing began. We were looking to see if we could 
He the passage, because thera was some question as to just what I 
did say. 

Wo have not been ablo to find that particular place. But we havo 
found on page 59 of the record a statement that we are doing our best 
to get clarification as to what was meant by that speech the other day. 

{r. MANsFIELD. A member of tho staff has given mo the record of 
yesterday's proceedings, and evidently in answer to Mr. Javits you 
ad the following to say, which seems to come the closest—— 

Secretary AcHrson. What pago is that? 

Mr. Mansritup. Eighty-ono. It is in the second paragraph, the 
last part of it. That seems to bo tho material most closely akin to tlie 
quotation in the Post. 

Secretary Acurson. The one which says: 

We are now trying to find out— 
as I said in answer to Mrs. Bolton— 


by ve most dircet questions to the Soviet Government as to what it does mean 
y 2 

Mr. MAnsrietp. Yes. 

Secretary ACHESON. That is the place I am sure they had in mind. 
I think it is hardly necessary or perhaps desirable for mo to expand on 
that statement. 

The statement is quite correct. We are trying to find out, and by 
the most direct possible means, from tho Soviet Government as to 
what it meant by Mr. Malik’s statement. 
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We have not yet succeeded in doing that. I hope that today will 
bring forward some further light on the matter. 

Mr. Mansrietp. Mr. Secretary, then would it be safe to assume 
that so far as this Government is concerned, all that we know, in 
effect, is what Mr. Malik has said in his speech? 

Secretary Acheson. That is absolutely correct, Mr. Mansficld. 
There is no further light on tho subject at this moment than Mr. 
Malik’s statement.’ Mr. Malik’s statement, as you can sco from 
reading it, is somewhat vague. 

Mr. Mansrievp. That is all. Thank you, Mr. Secretary. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Botton. If I do not shout loud enough, I hope the chairman 
will advise me. 

May I ask you what you feel has been tho attitude of this committe 
in the matter of cooperation with you and your Department in relation 
to this bill? 

May I give you tho background of the question? There have been 
some comments on the air to the effect that the executive department 
has had absolutely nothing to do with the delay on this very important 
measure, that it was entirely duo to tho Foreign Affairs Committee, 
which was apparently unequal to the task and giving very little 
cooperation to your group. 

si taoreg f the chronology is that the committeo print camo to tho 
Foreign ffairs Committee in mid-May. Tho President’s message 
was sent down on May 24. The executive branch did not have its 
material ready for presentation by the end of May or carly June. 

ou yourself were kept very busy at tho other end of the Capitol 
and could not give this any attention. The decision for a visit to 
Europe was made about June 5, at tho request of the various depart- 
ments. The committee members left on June 8 to return on tho 19th. 

The committee has been in its own consciousness waiting many 
weeks for yesterday; indeed since February. 

May I ask you if that is confirmed by your own understanding? 

Secretary Acueson. Yes, Mrs. Bolton; that is quite correct. 
have been working with this committee for a little over 10 years now. 
I have never found anything except the greatest cooperation from 
the committee. 

A very great step was made some years ago, for which you were 
largely responsible, Mrs. Bolton. That was the creation of tho sub- 
committees of this committee, which has made it possible to work 
much more closely on matters which did not deserve the attention of 
the whole committee. 

On this particular bill I think we attempted a new development, 
which was most useful. And that was to have consultations with 
the committee in advance of the formulation of a program or a bill. 

You are quite right, that difficulties in the preparation of the 
material at the Executive ond were the cause of delay, and the com- 
mittee has al been pressing us throughout this whole period to 
vata those delays as quickly as possible and get forward with our 
work. - 

The chairman was ready weeks ago for the hearings, and discussed 
that question with me. ; 

_ The committee has been on its, toes and eager to go forward through 
ail this matter. It has been a very great help to us. I thiok the 
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effort of the committee in taking the study trip to Europe was a very 
great step forward in the development of material on its own initiative 
in advance of hearings. 

Mrs. Bouron. I am very grateful for that exposition from you, 
because I think it is very essential that in theso serious days that the 
country understand that this committee and your Department have 
been working increasingly closely together, that you have been coming 
to us for consultation, and that we have had some opportunity to 
discuss with you many of tho features that were eventually put into 
the various bills, 

At the present time, of course, wo do not have a draft of a bill, as 
wo have had in the past. We have only this proposed draft, which 
has been put into tho Mutual Security Diograuict te basic data, sup- 
plicd by your executive branch, as the chairman stated at the opening 
of theso hearings, at 

May I thank you for this clarification. I hope it will be clear to the 
country. 

I have no real questions at this point, Mr. Chairman. 

Chairman Ricnarps. Thank you. I want to thank the gentle- 
woman from Ohio for bringing that point out. There has been the 
utmost cooperation between tho legislative and executive branches 
in regard to this particular bill. 

As tho Secretary just brought out, there is a mass of data and 
information that has to bo gathered, not only from the different 
divisions of the State Department, but also from other departments 
of the Government, such as the Department of Defense. 

Primarily the thing that held this ing up was that the executive 
branch had not accumulated the facts that they thought should be 
presented to the committee. 

Then the Seorialy of State was called before this committee over 
on the other side, the joint committee. Just about the time the 
wero ready it was suggested that a group be sent to Europe to loo 
into this thing. 

Mr. Secretary, I appreciate your making that clear, that tho fact 
that this bill is just being brought up now is not due to the dereliction 
of the chairman or any of the members of the committee. Dr. Morgan. 

Mr. Moroan. Mr. Secretary, what are we doing to mobilize public 
opinion both at home and abroad in favor of this program? 

Secretary AcHrsoNn. Mr. Morgan, I was discussing that a little bit 
with Mrs. Kelly yesterday. She asked me a question which I was not 
able to answer. Perhaps I can bring the answer out now in response 
to your question. 

I stated to Mrs. Kelly yesterday, we are carrying on through 
the regular channels of information the clarification to people abroad 
of our whole program and our whole attitude in creating collective 
security. 

, That involves the Voice of America work; it involves our informa- 
tion services in the various foreign countries, which work very closely 
with editors of local papers, giving them information from this country 
on that point; it involves the exchange of editors of foreign countries 
coming to the United States, and American editors, radio commen- 
tators, and others going from here abroad; it involves an exchange of 
newspaper people, labor representatives, and a great many other 
peop @. 
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Tn addition to that, we are now going into various other, pro rams, 
Mrs. Kelly asked me yesterday if wo were broadcasting locally, that is, 
I think she meant other than short wave from New York. 

The answer is that we are—in two ways. In one form of broadcast 
it is originated in New York but is picked up in tho foreign country and 
put on long wave so that it can be received through the ordinary re- 
ceiving sets. 

Another thing that we do is to appear on local programs in European 
countries, not as the Voice of America, but upon tho various programs 
in France, Belgium, Holland, Italy, and virtually all the countries of 
tho freo world. 

Thero we have people, only some of whom work for the State 
Department, who come from the United States, and who appear on 
such programs and tell the people of that particular country about 
what Is being done in the United States and what is the attitudo in 
the United States on problems of common interest. 

That is proving to be very effectivo, especially in the Allied coun- 
tries. In the countries behind the iron curtain the Voice of America 
is eagerly listened to, because they do not get tho truth over their 
own radio and tho people want to get the real news. But in the 
Allied countries the people are more inclined to listen to the programs 
to which they have been accustomed to listening. So they listen to 
those programs. 

We aro doing something which is very effective in the field of 
ublications. We are working closely with sympathetic groups in 
oreign countries. These are sometimes civic groups, sometimes 

religious, sometimes labor, sometimes business, or sometimes societies 
which are formed, for example, for United States-French, United 
States-Italian, or Dutch friendship. 

We are giving to those societies, and those groups, a great deal of 
material. We are giving them editorial help, and other help, so 
that they are ablo to put out publications over their own names. 
These publications, which aro in fact their own publications, carry 
more weight in a country than some foreign document. 

In doing that wo belicve that we have made a really preat step 
forward in the development of getting information to people in other 
countries. 

There is no trick about this. ‘This is not a front which is put up. 
We are working with bona fide groups which really share the samo 
point of view we have, and we are assisting them to explain to their 
own people what the American program is, as well as their views on 
many things. 

I think that gives a fuller answer to you and to Mrs. Kelly than 
I was able to give yesterday. 

Mr. Moroan. That is al), Mr. Chairman. 

Chairman Ricnaros. Dr. Judd. 

Mr. Jupp. Mr. Secretary, I thought hearings were to be largely 
on the foreign aid program, but inasmuch as we have gotten into 
Korea and Iran, I should like to ask this question: ; ; 

You said yesterday that our objective in Korea—in line with tho 
resolutions adopted by the United Nations last June—was to ropel 
aggression and restore peace and security in tho area, with adequate 

aranties that the aggression would not be resumed. My question is: 

at kind of guaranties is it possible to get that would insure that 
the aggression would not be resumed? 


! 


é 


THE MUTUAL SECURITY PROGRAM 45 


Secretary Acnrson. Well, I think tho greatest guaranty would 
bo the withdrawal of Chinese troops. ‘I'hat would probably involve 
a phased withdrawal of all foreign troops from Korea. 

That might take a little time, because you would have to strengthen 
the forces of the South Korean Government in order to have them be 
able to resist anything which occurred. 

I think that is the basic element. There is also tho important fact 
which would underlie such a settlement, which would have to be the 
conviction on the part of the Chinese that they could not succeed in 
what they had been trying to do, which was to drive the United Na- 
tions forces out of Korea, and take over that whole peninsula as a 
Communist stato. 

I think there would have to be a realization that if there was a 
settlement, and if it was disturbed again in Korea, it would be a very 
dangerous step and would endanger world peace. 

That would not be by accident. H it happened again, it would 
happer as a calculated design. That would have to be fully under- 
stood. 

If you had those facts and those general policies put into effect, 
and then began first with a cease fire, and moved on to an armistice, 
a settlement of the Korean questions, and the phased withdrawal of 


nor —— 

Mr. Jupp. What did you say? 

Secretary Acheson. A phased withdrawal. Everybody would not 
withdraw at once. 

Mr. Jupp. Step by step? 

Secretary AcnEson. Yes, forces would be reduced as Korea became 
stabilized and stronger. 

Mr. Jupp. I do not sce how that would give any guaranty that 
it would not be resumed. It might be making it casier to restune. 

They would withdraw across the Yalu River and we would with- 
draw across the Pacific Ocean. I am sure the Sceretary is aware 
as is everybody else, that it is conccivablo that ono objective behind 
this mancuver by the Sovict Union is to get themselves out of a posi- 
tion where they are not strong enough to win, in order to mancuver 
around to some other position where they would be relatively stronger 
and closer and we would bo weaker and farther away, and thereby 
Hopore their chances of achieving their objective instead of reducing 
them. 

Would you care to comment on that? 

Secretary Acnrson. I would say, Dr. Judd, of course it is impossible 
to get a guaranty in the senso that you have complete assurance that 
the aggression cannot and will not be resumed. 

It is not possible in this fallible world, particularly when you 
cannot rely upon the word of the people with whom you aro dealing. 

If you have an‘arrangement in which the self-interest of the people 
with whom you are dealing is deeply involved, there is a greater 
degree of assurance on your part that what has been done will be 
maintained. 

I do not think that you are quite right in saying that they would 
withdraw across the Yalu River and we would withdraw across the 
Pacific Ocean. 

I would think there would be considerable withdrawal to Japan, and 
that is not far away. 
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Mr. Jupp. Wo are getting a peace treaty with Japan where wo will 
not maintain forces in Japan in anything like tho strength we have 
had in tho past, is that not correct? 

Secretary Acheson. No; I do not think that is correct. I do not 
think anything has been said about tho size of the forces at all. 

I think Mr. Dulles has pointed that out in connection with tho 

Japanese Peace Treaty, that wo would have an arrangement with 
Japan ourselves, arrangements also with other countries in tho 
Pacific of a security nature. 
, But if the self-interest of the Soviet Union and tho Chinese is 
involved in not resuming this particular hostility because of the 
consequences which it may produco, then you have greater assurance 
that it will not bo resumed. 

Mr. Jupp. What are those consequences that it might produce? 

Secretary AcHEsoN. That the conflict might b+ general. 

Mr. Jupp. If they resumed the conflict, it would be a reasonable 
expectation that they would be extending the conflict as well as 
resuming it? 

Secretary AcHEson. It would be a serious thing, ard I think it 
would be recognized by everyono. 

Mr. Jupp. How much consideration do you give to tho thought 
that they may be trying to get out of a bad situation in Korea in order 
to start a more effective and vigorous operation in Indochina or Burma 
for sremple where actually they could do us more damage than they 
could in Korea? 

pocrelary AcHeEson. Those all are possibilities which havo to bo 
weighed, Dr. Judd. 

Mr. Jupp. You said yesterday that timo was on our sido. Well 
obviously the Russians seem to think it is on their sido, because all 
their maneuvering ever since VJ-day has been to produce delay — 
for instance, at numerous conferences. 

They have just finished onc in Paris where months were consumed 
in gaining them timo. Ido not know whether they are more accurato 
and realistic in their estimates than wo aro. I hope we are, but their 
record for realism is better than ours. 

I am not sure that time necessarily is on our side in a situation like 
that in the Far East. I think you will agree that, as was said yestcr- 
day, they would not have come into Korea if they had not expected 
they could get a quick victory and that we and the free world would 
not fight back. ; 

Now that we have fought back, they may think that they havo 
gained all they can from that operation and it would be better to pick 
off Burma. By splitting India from the rest of southeast Asia, they 
vould neutralize both of them, especially when they are also able to 
:eate trouble in Iran on the west of India. . 

Secretary AcnEson. Those are all dangers that have to bo con- 
sidered in matters of this sort. And in this particular age in which wo 
live we do not have choices betwoen something that is highly desirablo 
and something that is undesirable. Wo have choices between un- 
desirables, and we have to pick out tho less undesirables. 

With all the dangers you have mentioned, they are still less, I think, 
than continuing a fight which is getting hottér and hotter, and which 
itself may very shortly spread—— 
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Mr. Jupp. And which is very possibly hurting us worse than it is 
the Chinese, although tho general assumption is quite the opposite, 
I shall not argue that. ‘ 

May I ask this question: You said on page 11 of your presentation 
yesterday: 

We feel that progress has been made toward dealing with these problems— 
talking about the European situation— 
but even larger effort is necessary. 


This bill is certainly larger than anything we have had previously. 
Can you give us any estimate of how much larger an effort is necessary? 
Are you referring just to this particular bill, or do you have something 
more in mind beyond this fiscal year? 

Secretary AcnEson. May I find that? 

Mr. Jupp. In the next to the last paragraph on page 11, “even 
larger cffort is necessary.” Well, this pil is about three times as big 
as any that we have had for this purpose. That is a considerable 
increase, 

I am concerned to find out if you have any ideas as to a target 
amount and target dato for the effort—how much larger, how much 
longer. Thoso are my questions, ; 

cretary AcHEson. I cannot scem to locate the quotation. 
Mr. Jupp. The next to the last paragraph. 
Secretary ACHESON (reading): 


We are encouraged by the significant increases-—— 


Mr. Jupp. Yes; third sentence. 

cretary ACHESON (reading): 

We feet that progress has been made toward dealing with these problems, but 
even larger effort is necessary 

Mr. Jupp. Yes. 

Secretary AcHESON. What I was dealing with in that paragraph, 
Mr. Judd, is the total effort which the entire group of nations is 
putting forward. 

Wo point out: 

We are eheouresce by the significant increases which our Europcan partners 
have made in their military budgets over the pest year. We understand and 
appreciate the problems created for our partners by the impact on their economies 
of great increases in defense expenditures. We feel that progress has been made 
toward dealing with these problems, but ever larger effort is necessary, 

What I was talking about in that particular paragraph was not 
this bill, or any future bills, but the degree of effort which the whole 
group of countrics cooperating must put forward in order to accom- 
plish tho NATO plans. 

It is our judgment, which we would like to go into more with you 
in executive session, that it will take at least efforts as far as the 
United States is concerned in its relations with its allies comparable 
to those described in this bill, in 1953 and 1954, to accomplish the 
agreed plan. 

Wo think that our allies in the plans which they are making and 
which we are working out with them, will be required to make a very 
considerably greater effort than is now being made. 
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The effort which is now being made constitutes a very great increase 
over what was being made in 1949 and 1950. In other words, I think 
they have doubled their efforts since 1949. It may have to be doubled, 
and a little more again, in order to make their achievement in tho 
defense plan. 

Mr. Jupp. Do I understand that we can assume bills for fiscal 1953 
and 1954 will come forward of approximately the same sizo as this bill? 

Secretary AcnEson. That I think is—— 

Mr. Jupp. That is 8.6 billion for this fiscal year, and something of 
that general order of magnitude for the fiscal years 1953 and 1954? 

Secretary Acneson. I think that is the probability. 

Mr. Jupp. Then the program under the present expectations would 
run to, say, a total of $25 billion. With the four or five that have been 
put in, the total would probably be approximatel $30 billion. 

When we considered the Marshall plan, we talked in terms of $17 
billion over a period of 4 years. This is apparently $30 billion over 5 
years, because it has already had 2 years of operation, is that correct? 

I think the American people and the Congress ought to have some 
idea as to what you have in mind and what they have to look forward 


Secretary Acueson. I do not happen to have the figures with me. 
We will go into that in very considerable detail. What I havo said 
is essentially correct, that what would be required, as far as we can 
see at the present time, in 1953 and 1954 will be of the magnitude 
which is required in this bill, that is, if we are to achieve our common 
objectives. 

{r. Jupp. Mr. Chairman, I have some other questions, but in- 
asmuch as the House is going into session early, I feel I should dis- 
continue to give time to other Members. Thank you. 

Chairman Ricuarps. Mr. Battle. 

Mr. Bartis. Thank you, Mr. Chairman. 

Mr. Secretary, [ have one question on Iran. But if you would 
rather have it dealt with in executive session, it is perfectly agreeable 
with me. 

What I was wondering about is an articlo that appeared in the 
paper the other day indicating shipments of certain rilitary equip- 
ment to Iran from the United States. 

I am aware from a visit to Iran last fall, and from the newspapers, 
that it is an explosive situation over there. 

; i am aware that Ambassador Grady is on the job and doing a good 
job. 
I know we have to do everything possiblo to help settle that situation 
in the interest of world peace. I am just wondering what our objective 
is in sending help, including military aid, over there and what wo 
are trying to do in Iran at the present time. 

tary Acnsson. Mr. Battle, I think in looking at the provisions 
which are made for Iran, as well as other countries, many other coun- 
tries, ‘a this bill, we must look at the long-range objective which we 
have in mind, and not the fluctuations from day to day of particular 
policies. . 
-- I think it is understood {hroughout this bill that conditions may 
develop in any of the countries which we aro assisting which will make 
it impossible to carry out the provisions of the legislation that has 
been in the mind of Congress, and indeed, it is the great purpose of the 
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legislation to event those conditions from arising. Perhaps they 
may despite all our efforts. 

herefore, we consider the program in Iran apart from this particu- 
lar crisis, knowing that this crisis may develop in such a way as to 
frustrate our efforts. 

But the purpose of the program in Iran is to help that country in 
several ways. The principal purpose of helping it is to try and build 
up the independence of Iran from Sovict pressure and domination. 

Iran is 8 country which is on the borders of the Soviet Union. It is 
a coun y which has a great many matcrial prizes init. It is a coun- 
try which historically has not had a very strong government. Itisa 
country where tho people, the masses of the people, have been de- 
pressed, although it was scemingly within the possibilities of the 
riches of the country to develop them in such a way that everybody's 
standard of living would be raised. ¢ 

That is the problem we havo to deal with. So we have economic 
and technical programs here which aro designed to improve tho 
agriculture of Iran. We have @ program now of work in 700 villages 
in Iran, to introduce the simplest things, from our point of view, but 
quite revolutionary from theirs, with regard to sanitation problems 
and others which will mean & complete change in the life of the village. 

So far as tho military program is concerned, tho effort is to build 
such military forces as will maintain internal security, which is very 
important, because one of the great dangers is that there will bo sub- 
version of the government through the Tudeh Party, which is the 
Communist Party in Iran. 

Iran probably cannot be put into a military position so that it 
itself could withstand an attack from its very powerful neighbor. 
But it could be put in a position where it could delay such an attack, 
and perhaps get itself to the point so that help would be effective. 

That is the broad plan. All of that may be upset if this present 
controversy leads to the complete disintegration of the economy and 
government of the country. 

We must act on the assumption that people will get over theso 
emotional attitudes which they take, and will act upon their funda- 
mental self-interest, because the fundamental self-interest of Iran, 
as well as of the British, is tied in this thing. 

If the Iranians woul peproeel the British offers with moro of an 

culties could be solved. 

Mr. Battie. Thank you, Mr. Secretary. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Futon. Just going a little further on Iran, Mr. Secretary, the 
bilateral agreement was entered on May 30, 1950, as part of the 
_mutual-defense program. But the great quantities of the equipment 
have only been moving in 1951. We are supplying guns, tanks, trucks, 
and things of that sort, to Iran. 

If the situation—— . 

Secretary AcHEsON. Iam sorry. I cannot hear you. 

- Mr. Furton. The cruiser Afauritius moved into the port of Abadan 
just recently. I wondered what would be the effect of continuing with 
the shipping in of such things as tanks, guns, and that sort of thing, 
with the’situation boiling up as it is. 

Has there been any position taken previously to cut mutual-defense 

equipment off, or is it intended to be cut off? 


50 THE MUTUAL SECURITY PROGRAM 


Secretary AcHEBON, No, thero has been no decision taken to cut it 
off. Ido not think it would bo in the public interest for mo to specu- 
late as to what might happen. 

I think all wo can say at the present timo is that we cannot exagger- 
ato tho critical nature of the situation. You cannot. exaggerato the 
vast importance of eye this crisis, because Iran is a most import- 
ant country, as far as the free world is concerned. 

Therefore, wo arg bending overy effort to bring about, as far as we 
can nel? in doing it, a favorable solution and not a disintegration, 

Mr. Fuuron. As you know, there was an act of intervention in 
Korea by tho Executive without coming to Congress first. 

Can you assure the Congress and the American peoplo that there 
will be no act of intervention in Iran prior to obtaining the consent 
of Congress by the United States Government? 

Mr. Roosrvert. Will the gentleman yield? Mr. Chairman, I feel 
very strongly that some of the subjects being brought up here are 
subjects that should be considered in executive session. 

Mr. Funton. If the Secretary feels that way-—- 

Mr. Roosrvenr. I do not think it should be left entirely up to tho 
Sceretary. Perhaps it puts him in.an embarrassing position to answer. 

I would, if necessary, move that Iran and its present crisis ho 
removed from discussions in open hearings at. this time, 

Mr. Fuuron. May I comment there? 

Chairman Ricitanos. Wait a minute. 

Mr. Furton. If thero is any answer that tho Seeretary decides 
should not be given, I will be glad not to have the question answered. 

Chairman Ricuarps. 1 would suggest, Mr. Secretary, that it is 
probably in the discretion of tho chairman of tho committeo as to 
what testimony would bo relovant. 

In tho ficld of security and forcign relations I would rather tho 
Secretary himself determine whether the answer should bo given in 
an open or exccutive session. 

At this point I would like to ask tho Sccrotary, docs he object to 
that field of questioning for security reasons? 

Mr. Futton. That is my last question, by the way. 

Soerelary Acneson. I think it would be much better, Mr. Chairman, 
if wo discussed somo of these matters which aro questions of day-to- 
day development and operation in executive session, because, although 
T am willing to reply as fully as I can to Mr. Fulton, J must inevitably 
bo somowhat vague about such matters. 

Ho has asked mo a question hero, howover, which I think I should 
not losve unanswered on tho public record. 

Ho has asked me if there is any intention of the United States 
intervening in Iran without coming to the Congress. 

Chairman Ricuarps. I agrce with that. I will sustain tho point 


that was mado. ; : ; 
. Me. Secretary, how about answering this qu.stion of Malik and 


Korea? 

Mr. Jupp. I believe, Mr. Chairman, the Secretary was starting to 
make an answer on Iran. 

Chairman Ricxarps. I beg your pardon. ; 

Secretary Acurson. What I was wishing to say, Mr. Chairman, 
is that thero is no thought of the United States intervening in Tran 
oither with or without congressional action, That is not part of our 
contemplated action. 
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I do not want to appear to indicate in a public record, by any failure 
of mine to answer Mr. Fulton, that wearo thinking of doing something 
that wo aro not thinking of doing. 

Mr. Funton. I am very glad that tho Secretary has mado that 
clear on tho record. I think it is an important part of our foreign 
policy on which the Congress should be informed. 

Sceretary Acnrson, 1 would also like to suggest that perhaps if 
the committees wishes to go more fully into ‘lio Iranian situation ns 
it is developing from day to day, if they wish me to speculate about 
what the Sovict Government's intentions may be in regard to Mr. 
Malik’s speech, I would prefer to do both of those in an executive 
session. 

Chairman Ricnanps. 1 think that is a good path to follow and I 
want to request all members of the committee to confine their ques- 
tions to tho bill, Inevitably, on some questions you may say security 
is involved. ‘The chairman docs not want to place anybody in a 
strait-ejacket: but, of course, every member of the committee under- 
slands that situation, 

Did the gentleman have any more questions? 

Mr. Fusvon. Yes. May | just finish my comments on Tran? 
Of course, if the United States is now sending equipment into fran 
wader this program 1 think that is a point of public interest, and 
if wo are not intending to intervene | think the public should know 
that. 

Chairman Ricuarps. Will Cho gentleman talk a tittle closer to the 
microphone, please? 

Mr. Fuvron. 1 would like to move to Europe and ask you whether 
you think the Eisenhower mission on the NATO program, and what 
has been developed to date, is successful? 

Secretary Acurson, Yes, Mr. Fulton. I think General Eisen- 
hower's mission and his setting up of his command structure has been 
very successful. 1 think it has only brought us to the threshold 
of tho great dovelopments which must tako place, but I think he is 
laying a very seats and sensiblo and firm foundation for thoso dovet- 
opments. Wo are happy to see somo of the things which are at the 
very bedrock of military development pai place, for example, tho 
lengthening of tho periods of servico, which has been done in tho 
various countries —— 

Mr. Futon. May I interrupt? Do you think tho European 
countrics have been cooperating sufficiently with Eisenhower and 
tho NATO organization to dato, then? 

Secretary Acheson. I should not say sufficiently. I think thoy 
have been cooperating with Gonoral Eisenhower. J think it really 
nover would come to a point where you would say it is sufficient, 
becauso thoy must always bo pressing forward to do more. ‘Thero 
aro somo things which General Eisenhower wishes to achieve on which 
not much progress has been mado, and there wo aro continually trying 
to help him by pushing and prodding to get those things dono. But 
in other cases very good progress has been mado, and I think it is 
encouraging. 

Mr. Funron. I was going to ask you that. You think on tho 
whole, then, progross and. the cooperation of the European countries 
havo been encouraging to date in the NATO program? 

Scerctary Acheson. Yes, I do, Mr. Fulton. 
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Mr. Futon. Now, on the question of World War II reparations 
that there might be among the various nations. For example, tho 
Philippine Government is asking $8,000,000,000 of Japan by way of 
reparations, with the American taxpayers making up tho deficit of 
Japan’s imbalance. If that reparations claim is made valid it will 
mean the Amcrican taxpayers are actually standing tho bill for making 
up that Japanese deficit. 

Is thero any intention in the Department’s position on this new 
legislation to try to integrato the present reparations questions with 
the Mutual Defenso Assistance or Mutual Security Program? 

Secrctary AcnEson. As you know, the United States authorities 
havo taken 8 very firm position with regard to the Japanese Peace 
Treaty against monetary reparation, and pointed out the very factors 
which you mentioned this morning. I do not think it is necessary to 
try—I do not know how to integrate it unless you say, “We won't 
givo you military assistance if you press your claims for reparations’; 
and that is not a wise way of going at it. 

Mr. Fuuton. Do you think it should be a factor in the discussions 
with theso countries, that is, the amount of aid you might bo giving 
to the particular country that we aro going to help defend itself? Of 
course, we have to look at Japan and sce that its economy is good, so 
that it defends itself too. 

Secretary Acneson. There are a lot of things you can discuss, but 
I do not think there ought to be any official or legislative connections. 

Mr. Futton. Between the two? 

Secretary AcHESON. Yes. 

Mr. Futton. So you would exclude those reparations claims from 
this bill for our consideration? 

Secretary AcHEsON. Yes. 

Mr. Futton. Then on the matter of Korea and the thirty-cighth 
parallel. If wo settle at tho thirty-eighth parallel we are acceptin 
what was just a military commander’s decision on the method o 
taking over Korea from the Chinese troops. The thirty-cighth 
parallel was not a division of tho country originally, as I believe, but 
was merely the method arrived at between the military commanders 
on a strategic level for taking over the adverse forces in the area. 

Why then settle on tho thirty-cighth parallel as a method of dividing 
Korea?’ Why not take the waist of Korea, which is the shortest line 
and the best held militarily, and try to work something out from that? 
We might hava to look ahead to see that South Korea will be sufficient 
to stand against aggression and maybe you ought to have tho best 
line of defense rather than an arbitrary kg parallel that cuts 
off the Onjin Peninsula from the rest of South Korea? 

Secretary ACHESON. This gets into the area that I think I would 
rather discuss in executive session, if you do not mind. 

Mr. Futon. That is my last question. 

Chairman Ricnarps. Mr. Zablocki. ; 

Mr, Zasiockt. Thank you, Mr. Chairman. I have no questions 
at this time. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herter.’ Mr. Chairman, I do not-know how much longer you 
want to prolong this hearing. I heard a roil gall in the House. 

‘Chairman Ricwarps. I- understand a no-quorum bell sounded. 


‘ 
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Supposo we go ahead for 20 or 30 minutes, and if you do not com- 
plete your questions you may continue at tho noxt meeting: 

Mr. Herter. I would like very much to get ono thing clear in my 
own mind. With regard to the military end items which we discussed 
briefly yesterday, as I understand our problem in this country, there 
is being worked out at the highest lovels a program of production which 
it is assumed by Mr. Wilson and the other people who are working on 
the production end, is the maximum production that this country is 
capable of, granting the general over-all economic situation and the 
raw materials situation, and the controls situation, and so on. 

This program here that is before us adds dollars to a production 
program without necessarily adding any goods, as I see it. The ques- 
tion this year is how much goods can come off our production lines, 
and where are they going to be distributed. In other words, a $60,- 

000,000 program, that is, the military program, next year, I assume 
is the maximum our production experts feel they are competent to 
squeeze out of our economy in a given year. What this bill provides 
for is additional dollars over and on top of that, which is merely a 
measure of what can come out of our production, it seems to me, rather 
than any production that could come off our lines. 

I would tike to get clear as to whether you feel that the dollars here 
represent additional production from the United States, or whether 
thoy are merely a measure of the total! production which will be assigned 
to the European countries? 

Secretary AcHrson. Mr. Herter, that is a very intricate matter 
which you are questioning me about, and it is one which has been the 
subject of a great deal of study in the Defensc Department, with the 
ECA, the Treasury, and with the Bureau of the Budget, and with the 
State Department. 

Tho very question which you asked was one which interested all 
of us, and wo were very anxious to find out whether wo were doing 
anything except fooling with words or figures here, or whether we wero 
producing additional equipment. 

The answer, I beliove, is that we are producing additional matériel 
by this action here. I think General Scott can go into that in very 
considerablo detail with you, and show you exactly why that is truo 
and how that is true. I can’t. I have fooked at the conclusions and 
I have great confidence in those who reach those conclusions. Wo 
have worked them out with the Defenso Department, particularly 
with Mr. Lovett, who is a person who is very knowledgeable on these 
matters, and I am convinced that the conclusions reached are right, 
pul I it not able to prove it to you. I am sure Gencral Scott can 
and will. 

Mr. Herter. I was raising that question at this time merely be- 
cause I wanted to find out from you whether you think that is a profit- 
able line for us to pursue to satisfy ourselves that more sano is 
actually going to produce more goods, or whether this is merely a 
percentage measure of the total goods which will be produced anyway 
and allocated for Europe or the other areas of the world. 

Secretary AcneEson. It is a very pernent question indeed, and I 
think it is well worth asking and well worth pursuing. I know it can 
be answered to your satisfaction, and I think it should be. You have 
gone to the heart of this whole question. 
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.Mr. Herter. There is one other comment I would like to make 
which you may wish to comment on. I was privileged to bo one of 
the members of this committee who went abroad recently to try to 
gather more information with regard to the whole program. ‘There 
seemed to be unanimity among tho higher persons abroad on one 
thing, and that was the great inadequacy of the information services. 
tech is a general discontent. I think that went all the way along 

e line, ‘ 

In connection with that also there was a considerable amount. of 
discussion in zepare to the declassifying of a great deal of classified 
material. Much of that classified material has leaked out bit by bit 
in a lot of undesirable ways, and not in an orderly way at all. 

Woe ran up against a tremendous amount of classificd material that 
in a senso hamstrings us in our discussions of our problems with our 
polleesues here, and others. I am hoping very much the whole ques- 
tion of what can be declassified can be given very much more serious 
attention than it has been in the past. I think it might be desirable 
for us to turn over the record that was taken overseas and has now 
just been made available to us as it was directly brought back here, 
which I think would point that up very strongly. 

I think the Department ought to go over it extremely carefully 
and see if some of the policies with regard to classification cannot be 
revised. If the program is going to become a reality, it strikes me 
as one that ought to be clearly understood both in this country and 
abroad. To date it seems to me a great deal of the material is over- 
classified, and there is a Jot that can bo given to the American public. 
I merely raised that as a comment in connection with the whole 
program. 

Secretary Acneson. I have already taken that matter up, Mr. 
Herter. The chairman very kindly made available to mo the material 
which was reproduced and which the committee collected in Europe 
and I was very much struck with exactly what you mentioved, anc 
I have already asked that that matter be looked into to sce what we 
can do to improve that situation. - 

Chairman Ricuarps. Mr. Secretary, we have to go to the floor 
now. Can you come back here tomorrow and finish your testimony 
tomorrow morning? 

Secretary AcHEsoN. Yes, sir. I shall be delighted to respond to 
any request of the committce. I will be here tomorrow at 10 o'clock, 
if you wish. 

Chairman Ricxarps. If you can arrange your program so as to be 
here in the morning at 10 o’clock, we will appreciate it. 

The committee will stand adjourned until 10 o'clock tomorrow 
morning. 

(Whereupon, at 11:15 a. m. the committee adjourned until 10 a. m. 
the following day, Thursday, June 28, 1651.) 

(The following was submitted for the record:) 


Sratzment Susuirren By Secrerany or Srate Dean Acueson On USIE 
CovzraGs or Forrron Ap Prooraws, IN FurtHer Response to A QuEs- 
sIoN By Represenrativs Keiiy 


Ever since the North Atlantlo Treaty Organjzation came Into existence, the 
riment of State has used every means of disposal to keep the world informed 
of the progress being made and the extent of American ald. 
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The story of American economic and military ald to foreign countries has been 
one of the dominant continuing themes of the Voice of America. In fact, the 
procera ns before thls committee yesterday constituted the lead item for the 

folee news programs this morning. Every phase of the various assistance 
proernins has been reported fully in broadcasts to all major areas of the world. 

he story has been told in all of VOA’s language services, which now total 45. 
In reporting developments under the aid programs YOA has utilized numerous 
radio devices, including news, commentaries, economic surveys, interviews, 
documentaricz, and special events. The departure and arrival of significant 
shipments of arms and material have been covered, for example, by on-the-spot 
reportage. The details of American assistance have been broadcast not only to 
recipient countries but also to nations behind the iron curtain. In the free areas 
many of the VOA progratins have been relayed locally over the domestic facilities 
and in the indigenous languages of the nations concerned, ec. g. France, Haly, 
Germany, Greece, Turkey, Portugal, ete. 

In addition, the Embassy information staffs have been busy since the day the 
North Atlantic Treaty was signed publicizing it in many ways. The signin 
ceremony itself was shown a3 a documentary filin by the USITE officers abroar 
within a few days after it took place. Pictures of shipmenfs sent from the United 
States to various NATO countrics have also served a3 the ba«i3 for a numnber of 
films which have been shown to 4 great many people in Europe. 

For example, in Italy, let me cite a few of the steps which were taken by USTE 
since much the same pattern is followed in other countries, ‘The Italian language 
versions of the USJE news bulletin which has wide distribution throughout the 
country consistently carries stories about the NATO stressing the fact that 
mutual security is the best insurance against ageresien, During the first part 
of April the nine USIF offices in Italy and USIE film tracks traveling in all parts 
of the country showed the documentary film, Atlantic Pact. All ESIE offices 
prominently displayed photo exhibits linking the delivery of three American war 
vessels to the Italian Navy with the measures being taken for the common 
defense. Italian reporters, radio commentators, and photographers were per- 
miited to cover the ceremony and this resulted in much favorable publicity. 
One popular commentator’s on-the-spot description and his account later in the 
evening were carrled by 43 radio stations throughout Italy, and within a few 
days one newsreel company released a film which approximately 9 million Italians 
will see in their theaters suri the next few months. Another documentary 
film made by the USIE office in Rome was placed on cight film trucks and shown 
in the rural arcas and remote sections of Italy. Another technique used was to 
place copics of a photo poster of tho warship transfer in 3,000 Italian post offices 
and in other locationg In many Italian cities. 

Just as the warship ceremony was set up In Italy, so also are other spccial 
events arranged in all NATO countries to attract local radio and press coverage. 
Tips are given to newsmen and material Is fed out enabling ns local stations to 
carry many programs about the Mutual Defense Pact. Although these programs 
do not carry an American label, they are nonetheless due to the efforts of our 
public affairs officers. 

There are many other similar examples from other nations. For instance, 
The Hague USIE Office has for some time prepared a script describing American 
contributions to mutual defense for use on an official Dutch information service 
radio program called Searchlight on Western Defense. A trip arranged by USIE 
for Dutch journal iss to inspect European troops of NATO resulted in 35 articles 
appearing in 18 Dutch newspapers with their combined circulation of over 1 
million. And a Portugal USIE office recently opened a pavilion at the 1950 
Lisbon popular fair. Communist aggression and expansion, the danger of 

ng democracy in Western Europe and the greater potential strength of 
countries compared with the USSR and its satellites is shown to 
apectators sbrough the displays and in a Portuguese pamphlet which is handed 
out, Within 2 days, more than 100,000 persons had already seen the displays 
and it is expected close to a million will visit the pavilion by October. 
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THURSDAY, JUNE 28, 1951 


Houser or RepresENTATIVES, 
Cosmmitree oN Foreian AFFatns, 
Washington, D. C. 

The committee met in the Ways and Means Committee room, 
New House Office Building, at 10:12 a. m., Hon. James P. Richards 
(chairman) presiding. 

hairman Ricrarps. The committee will come to order, please. 

Ladies and gentlemen, we are continuing the hearings on the 
so-called Mutual Security Program, The witness again today is the 
Secretary of State. 

I believe that yesterday when we discontinued questioning, Mr. 
Norter, the gentleman from Massachusetts, was asking the Sceretary 
a fow questions. If he wants to continue that line of questioning, we 
will start with Mr. Herter today. 

Before going into that, I would like to say, Mr. Scerctary, that on 
account of the nature of this bill and the wide scope of the activities 
imposed under the program, a lot of the questions range all over the 
would, and naturally get into security matters that are more or less 

clicate. 

The Chair has no disposition as to any line of questioning. Real- 
izing the situation as I do, I would like to state to the Secretary of 
State that if ho feels that any of these questions require answers that 
i affect our international relations in a harmful way, if answered 
publicly, if he will so state that he would rather discuss those questions 
In executive session, he may do so. 

I would like to say to the committee, too, that I promised the 
Secretary that he would complete his testimony today, and we would 
complete our susstioninng in negard to that. ; 

This is his third day here. Ho has an engagement about midday 
that he has to keep, and which he mado based upon a guaranty thet 
I gave to him that he would be finished by midday. 

here will probably bo a roll call shortly after 11 o'clock. Wo 
want to proceed with the hearings as long as we can today and finish 
up with the Secretary. 

Mr. Herter, do you want to follow up? 

Mr. Herter. No; I think any questions I might have I can reserve 
for later. I think the Secretary’s timo is important. 

Chairman Ricuarbs. Do any of the other members—I aim not 
going down the line—have any questions that they would like to ask 
of the Secretary? Mrs. Kelly. 

Mrs. Keury. Mr. Secretary, docs the Mutual Security Program 
expenditure of $8.5 billion include the entire United States commit- 
ment for foreign assistance? es 
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E should rephraso that question. Is there any estimate of our 
commitments to the United Nations Organization? 


STATEMENT OF HON. DEAN ACHESON, SECRETARY OF STATE— 
Continued 


Sceretary Acurson. Mrs. Kelly, T think so far as the contributions, 
tho operating contributions to the United Nations are concerned, they 
aro contained in the State Department Appropriation Act. 

In this bill there aro soveral items covering contribution to the 
United Nations efforts of a substantive nature. 

Ono relates to tho Palestine refuges contribution, which is in the 
bill. Another is for Korean reconstruction. Those aro substantial 
items. 

Point IV through tho UN is in this bill, also. Those three items 
aro in. 

Tho contributions to tho running of the UN organization, as such, 
are in tho State Department spivepeation bill. 

Mrs. Krtiy. Thank you, Mr. Sceretary. 

Secretary Acheson, Thero is ono other important item of United 
States assistance abroad, which is not in cither of thoso bills. That is 
in connection with Japan. Tho Japanese effort is being handled 
through tho Defense Department appropriations. 

Mrs. Ketiy. Thoro is ono other question, Mr. Sceretary. In my 
own mind I question giving greater aid <r assistance to the Yugoslav 
Government unless they grant further basic freedoms to their people. 

Do you care to comment on that? 

Secretary Acnrson. I would like to talk to tho committeo about tho 
euposiny situation in executive session, if I might do that. 

hairman Ricuaros. Mrs. Bolton. 

Mrs. Bouton. Mr. Secretary, I think thero has beon a great deal of 
confusion relative to tho Palestine refuges situation, duo largely to tho 
fact that no mention is mado of tho fact in the namo that tho question 
is ono of Arab refugees who havo been expatriated since tho partition 
of Palestine. 

I call attention to this to mako it clear that what you wero reforrin 
to was tho nearly million Arabs that aro out in the desert; that Unitec 
Nations help is what is in jeopardy at the momont. 

Secretary Acurson. That is correct, Mrs. Bolton. 

Chairman Ricuarps. Is there anyono on this sido who wishes to 
ask & quostion? Mr. Ribicoff. 

Mr. Rrsicorr. Mr. Secrotary, it seoms to mo that on tho questions 
of Iran and Korea there has been quite a bit of confusion duo to tho 
misunderstanding of various phases of tho operation of foreign policy. 

Thero is confusion between policy and negotiation, and thoy get 
blurred in tho public’s mind. Would you caro to comment on tho 
difference between policy and epoltation, and what part thoy play 
in formulating the over-all policy 

,_ You do not have to comment if you do not care to, but I think it 
gives an opportunity to clear up much of this confusion. 

Secretary Acheson. I am glad you asked that, Mr. Ribicoff. I had 
the samo experience also in tostifying at tho other end of tho Capitol 
on this samo question. 
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There did seem to bo in the minds of some of my hearers the idea 
that if you negotiated with somebody about a point, you were auto- 
matically given up your own position. ‘That, of course, is not true. 

In negotiations what you do Is to state your own position as strongly 
and persuasively as possible, and stick to it and try to get it adopted. 

The other side docs the same thing. It may in many negotiations 
be possible to work out a compromise, or a meeting of the minds in 
sonic way. In other negotiations that often is not possible, so thut 
negotiation docs not produce the result you are hoping for in many 
cases. 

But what we try to stress all the time is that our funcdamentol 
policy, and our fundamental duty under the United Nations Charter, 
is to settlo international questions by peaceful negotiation. 

Tho whole idea of the Charter is that settling questions by force is 
not the way, and that is not the way in the futuro we want to settle 
cuiestions. Therefore, wherever we can, we do sit around the table, 
discuss, argue, and try to settle by negotiation. 

That does not mean we abandon our position or give up Positions 
which we beliove to be vital to the security of the United States. 

Mr. Rinicorr. Tho process of negotiation, to bo effective, often 
has to take place in so-called sceret, where every word and syllable 
is not on television, or on the radio or in the press, but at the samo 
time it has nothing to do with giving up your Pasie roliey which has 
been announced by the Nation, concurred in by the Congress and the 
people in accordance with the democratic process. Is that correet? 

Secretary Acnrson. That is quite correct, Mr. Ribicoff. 

Mr. Rinicorr. Thank you, Mr. Sceretary. 

Chairman Ricuanps. Mr. Javits. 

Mr. Javits. Mr. Sceretary, in view of tho current possibility of 
discussions with respect to a cease-fire in Korea, would you care to 
restate for us, and for the country, the position of tho United states 
on two major questions—tho admission of the Chinese Communists 
to tho United Nations Security Council, and the disposition of 
Formosa? 

Secretary Acuxson. Yes, sir. Thad the opportunity to state thoso 
beforo tho joint Senate committees; I shall be glad to stato them again. 

So far as the admission of (he Chincse Communists into the UN is 
concerned, wo have steadfastly taken tho position that those who 
claim to represent a nation in the UN should not bo permitted to shoot 
their way into that organization. 

Therefore, sinco tho Chinese Communists have defied the UN, 
havo opposed the UN forecs militarily, have taken part in the aggres- 
sion in Korea, we do nat beliove they should bo adinitted as tho repre- 
sentatives of China in tho United Nations. 

I pointed out to tho joint Senate committees that we have taken 
that position. At tho timo I testified I think there had been 76 votes 
in UN organs and agencies on this matter. Sinco then I beliove thero 
havo been 3 more, so there have been either 70 or 80 votes on this 
question. 

In all oxcopt one vote tho voto went against tho admission of tho 
Chineso Communists to any ono of tho 34 or so agencies connected 
with the United Nations; and in tho one caso where the voto went the 
other way, it was later reversed. So at tho presont timo tho National 
Government of Chine, ropresents the nation of China in all of tho 
agencics of tho UN. 
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In regard to Formosa, the President’s declaration of policy of the 
27th of June 1950 stands as the Government’s policy in regard to 
Formosa, that is, we recognize the Government of China, the National 
Government of China, which is in authority in Formosa. 

Wo have interposed the Seventh Flect between Formosa and any 
attack from the mainland, and we have said that no attacks on tho 
mainland should bo undertaken from Formosa, the idea being that the 
Formosan question should not be settled by force. 

f If anyono attempts to settle it by force, wo will interpose our own 
orce. 

Mr. Javits. That wo are sure is how it should not be settled? 

Secretary Acheson. We proposed to the last session of the General 
Assembly that the Assembly should discuss the question with all the 
interests connected with Formosa, and that the United Nations 
should come to a conclusion about it. 

After the Chinese intervened in Korea, the political committee of 
the General Assembly decided to adjourn debate sine die on the 

- Formosa question. 

Mr. Javits. Assuming that the Korean situation resulted in a 
cease-fire, are we still of the same mind with peeuect to having the 
Formosan question settled by the United Nations 

Secretary AcHeson. We are still of the stato of mind that it should 
be settled by peaceful discussion; it should not bo settled by force. 

The President has said that there are two ways in which the peaceful 
discussion could take place. Ono is the Japanese Peace Treaty, and 
the other is tho United Nations. If it has to do with the Japanese 
Peace Treaty, that merely delays the peace treaty with Japan, and 
therefore, the ultimate solution of it would have to be by negotiation, 
either in the United Nations or in some other form. 

But, of course, that involves a negotiation in which you do have a 
meeting of minds between the authorities on Formosa, the Formosan 
people and anyone else who is directly interested in the settlement. 

t docs not mean we give up our position, that Formosa should not be 
forcefully put under a regime that it docs not wish to submit to. 

Mr. Javits. Do you not think, Mr. Secretary, it would be well for 
us to emphasize to the Formosan people their part in the decision, 
and how we think it should be obtained, cither by plebiscite or some 
other form, to make it clear? 

Secretary Acnrson. Wo have tried to do that, Mr. Javits. I 
brought that out in my speech last December at tho UN. 

Mr. Javirs. Would tho Sceretary care to say anything about 
whether wo would use the veto to keep the Communist Chinese out 
of tho UN? 

Secretary AcHeson. I spoke about that at considerable length 
before the Senate committees. What I pointed out before the 
committees is what I have just said in answer to your question, that 
in order to maintain a position in the United Nations we are dealin 
with between 35 and 40 agencies or organs or institutions of the UN, 
in all of which the question of who shall represent a country is de- 
pendent on some sort of majority vote. In some cases it is a simple 
majority, some two-thirds, with the exception of the one organ, tho 
Security Council of the United Nations) . 

In the case of the Security Council there is a disputed question. It 
can be argued that there must be a vote in which all the permanent 
members concur in order to chango the seating of somo representative. 
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On tho other hand, there are arguments which can be put forward 
that this is not a question which requires a majority of all of the 
permanent members. 

Therefore, when you are approaching the question of the Chinese 
Communists in the UN system, you have to realize in order to nats 
your position you must have a strong and persuasive position which 
will carry a majority with it. 

Sometimes it is a two-thirds majority in a great. many of the organs 
ofthe UN. One cannot concentrate one’s mind on one organ in which 
the veto will apply. What it means is that if one permanent member 
votes against it, then the resolution does not carry. 

So, you must attempt to maintain a position which persuades and 
brings along with you the great majority of the members of the UN. 
That is what we have succeeded in doing. That is what we must 
continue to try to do. ‘ 

If you got to tho position where the veto became an important 
question, and if in the Security Council you were in a minority of 
four or less, that would probably mean that vou were in a great 
minority in the other organs of the UN, and that you would lose in 
that situation. 

If, however, tho battle were continued in the Security Council, 
the question would then arise, and we would continue to vote as we 
have voted, whether our vote constituted a defeat of the resolution 
or not, then the only way in which there could be an authoritative 
decision on that matter would be through the World Court. 

Because if you were a minority of four on the question of whether 
the Chinese Communists should be admitted, you would probably 
he in a minority of four or less as to whether your vote constituted a 

oc. 

Therefore, if, as and when it appeared that this was going to be a 
relative question, wo would do our best to get that taken to the 
World Court and have the World Court decide the question. 

Mr. Javits. Mr. Secretary, I have just one other question. I hap- 
pen to feel that one of the greatest dangers to be faced right now is a 
slackening of our defense mobilization efforts because of this current 
talk about the possibility of a cease fire. Would the Secretary caro 
to say anything about what he thinks on that subject, as to whether 
there is any justification for the slackening, and if not, why not? 

’ Secretary Acuxson. I should be very glad indeed to respond to 
that question, Mr. Javits, and say just as vigorously as I possibly 
can say that there should be no slackening whatever. If anything, 
there should bo an increase of our defense efforts. If a truce is 
brought about in Korea it does not lessen the need for this great 
effort which we have been making on our own part, and have been 
making with our allies, and which our allies have been making. The 
need continues to just as great a degree as it ever did—if anything, 
to a greater degree. Because if the danger of the spreading of the 
war which has grown out of tho Korean effort, is postponed or stopped, 
then there is nevertheless the vast need of building our defense forces 
to the point where tho outbreak of similar aggressions in other parts 
of the world, or the temptation to engage in general hostilities, becomes 
most unattractive. If and when we reach that point, then I believe 
the understanding I was talking about with Mr. Ribicoff becomes 
possible, and that then some of the underlying questions here which 


ate hae 


Re op A NL REE AP 7 A pe NN oe wT 


62 THE MUTUAL SECURITY PROGRAM 


cause the great tensions of the world may reach a point where they 
can be discussed and settled by negotiation. But I believe that that 
cannot be done as long as there is a great disparity in power which 
makes negotiation seem to be unnecessary to one side, which causes 
them to believe they can accomplish their purposes without it. Such 
a situation means a continuing danger to the United States, and we 
must make a continuous effort to step up our preparations. 

Mr, Javits, So you think parity of power is an essential prerequisite — 
to the negotiation of the fundamental differences between us and the 
Soviet Union, which negotiations would have a chance for success 
with honor and justice? 

Secretary Acneson. That is what I believe ives. 

Mr. Javits. Thank you. Thank you, Mr. Chairman. 

Chairman Ricuarps. I would like to ask tho members of the 
committee for the benefit of the reporter to speak a littlo closer in 
the microphone. 

_ Does anybody on this side want to ask any questions? 

Mr. Suirn. Yes, sir, Mr. Chairman. 

Chairman Ricuarps. Mr. Smith. 

Mr. Sauta. Mr. Secretary, what is going to be our policy so far as 
the prosecution of the Korean aggressors is concerned? 

Secretary Acueson. I find that difficult to answer, Mr. Smith. 
You mean, are we contemplating war trials? 

Mr. Smiru. Yes. I am afraid we have set a precedent at Nurem- 
berg, and I am wondering if we are going to follow the same practice 
in Korea. 

Secretary Acneson. I know of no plan to do that, although, of 
course, insofar as people aro violating the rules of war, that is another 
question. 

Mr. Suita. Now, I think the American people are somewhat 
concerned about what has transpired in the past in tho matter of 
the destruction of property from war damage. We have bombed tho 
daylight out of various areas in the world, and now we asked the 
American taxpayers to rehabilitate and restore these same areas. 
This does not make sense. 

As I read the bill before us, we are going to start a rehabilitation in 
Korea. I am wondering, is that going to be a continuing policy of 
ours? Must the taxpayers of this country bear this burden all over 
the world? 

Secretary AcHEson, I think our policy in Korea, Mr. Smith, is that 
it is a United Nations obligation undertaken by the United Nations 
to do all that they can to rehabilitate Koreas. This is a great joint 
effort in which all the nations have joined. We beliove that if we can 
bring about peace in Korea and can reestablish the Korean economy 
and the Korean people as a great demonstration of democratic life and 
freedom in Asia, we will have done a reat eine {ce the development 
of our whole position in the world. Ido not think that establishes any 
precedent for any future actions, and I hopo there won't be such a 
nee for precedents. ; 

Mr. Suitu. Of course, so far as the American pag is concerned, 
he picks up the check. He is the goat in the New Deal foreign policy 
which has once more taken us from peace to war. ; 

Secretary AcnEson. In this particular case we have very substantial 
help from the other nations of the world. I think they have done very 
well in this regard. ; 
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Mr. Suita. Thank Pa 

Mr. Mansrieip. Mr. Chairman. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansrietp. Mr. Secretary, apropos of the question raised by 
the gentleman from Wisconsin, is it not true that the peoples of the 
world do not want to be liberated in the sense that they were liberated 
during the Second World War, and in the sense that they are being 
liberated in Korea—in South Korea—today? 

Furthermore, is not one of the main tenets behind the Mutual De- 
fense Assistance Program, which covers the greater portion of the bill 
now before us, the iden of helping to create a position of strength on 
the part of our allics in Western Europe who comprise the membership 
of the North Atlantic Treaty Organization and allied groups, so that 
the possibility of a liberation which will entail great. destructio1 is 
thereby curtailed considerably, and because of the’defensive position 
of strength assumed by those countries and ourselves we will be ablo 
to forestall such a happening in the future? Is that correct? 

Secretary Acneson. That is correct, sir. 

Mr. Mansriecp. The idea is to keep these people, in so far as col- 
lectively we are able to do so, from once again being liberated at a price 
of great destruction, and in the meantime creating a position of 
strength which will enable them to stand up against communism in 
that part of the world? 

Secretary AcHeson. That is true. Yes, siz. 

Mr. Mansrietp. That is all. 

Chairman Ricxarps. Mr. Fulton. 

Mr. Fuuton. I am interested, Mr. Secretary, in protecting the 
Chennault company planes at Hong Kong, which a United States court 
decided belong to the American company and a British court has de- 
cided belong to the Communist Chinese Government. Iam interested 
in secing that those planes are not delivered to the Communist Chinese 
Government which is now fighting us in Korea. 

Can I ask you whether you believe that the delivery of those planes 
would be within the ban of the United Nations embargo on the 
delivery of strategic materials? 

Secretary AcHESON. I believe it would. Yes, sir. 

Mr. Futton. They would then be within the ban of that embargo, 

even shough this question docs not involve what we usually think of 
as exports? Because, here are articles that belong, according to the 
British court, to somebody over on the other side, and are aunibly in 
custody of the Hong Kong Government. I believe the emba 
itself mentioned the export of goods. In a technical sense it might 
be argued that “export” cou@i be just the delivery of title or sale 
0 3. 
o you believe then that the word “export” or the term “embargo” 
could also include what might bo alien property—that is what this 
would be—in the possession of either the British or American 
Government? . 

Secretary AcnEson. I am just giving you 4 very first impression. 
I have not studied this matter at all. I think so far as our present 
concern is involved here we are well satisfied with the fact that it can 
be appealed in the highest courts. There is an injunction against 
delivery, and there will be no delivery. I will look into this matter 
and be glad to discuss it with you further. 
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Mr. Fustron. Lo want to bring up the point that this is a tittle 
different feom the ordinary extension of the word “embargo.” 1 feel 
the United Nations cmbargo should be extended (o alien property 
which might be within the possession of the United Nations, on the 
order of our alien property laws, 

The other thing was this: So far in the hearings | have not heard 
mentioned the Latin and South American --—- 

Sceretary Acneson, Leamisorry. FE did not hear that. 

Mr. Furron, [ have not heard mentioned tho Latin and South 
American angles, Could you give us just a fow ideas on how this will 
establish cooperation with those countries, and low it will assist our 
defense south of the border in our mutual defense of the hemisphere? 

Secretary Acukson. LE did refer (oy that in my opening statement, 
Mr. Fulton. 1 referred to that title in the bil which deals with 
cooperation with the American republics. Two types of assistance 
are described. There is military equipment (o be transferred on a 
grant basis to the South American countries in connection with the 
plans of the Inter-American Defense Board. These plans have been 
worked out by all the chiefs of staff of all of the American countries, 
and you will have Ceatimony presented to you here in detail about 
them, Later teatimony will show how the efforts which will result 
from the increase in the eflicioney of the armies of our Latin Ameriean 
neighbors will contribute to the defense of this hemisphere, and will 
relieve the United States from military tasks whieh it had to under- 
tike in the last war. 

‘Thero is also cconomic assistance of the nature which has been 
polng on between the United States and tho other republics of this 
iemisphere for tho past ten years so successfully, and that also is 
doveloped in this bill. 

Mr. Futton,. Does it involve too the oxtension and completion of 
tho correlation and standardization of armaments among the republies? 

Sceretary Acttuson. Yes, sir. 

Mr, Futton. My last question is on Germany. Is any attention 
being given to the fact that Weat Germany is now doing a great 
amount of exporting to the South American countries, and it seems 
to have the free capacity to do it, while our industrial firms here are 
having to turn more and more to defense contracts as a matter of 
patriotio duty? 

Has that question been investigated as to the markets, as between 
tho pill ourselves and Wost Germany, and what is the policy 
on that 

Scerctary Acheson. | think that that can bo dealt with in much 

reater dotail when we como to that portion of tho bill. It is truo 
that Germany is recovering its industrial productive power and its 
exports. That ia all to tho good, from our point of view, for two 
reasons: Ono is that it helps Germany support itsclf, rather than 
having Germany a continuing burden on tho American ‘Treasury. 
Also, at this timo of shortage it is very important to our South Amer- 
ican neighbors that they get materials. If thoy cannot get them 
from hero, it is essential they get them from somo place. All of this 
has been taken into consideration, and I think wo can give you satis- 
factory information about it. ies 

Mr. Fuvron. All right. 

Chairman Ricuarps. Mr, Secretary, I would like to ask you a 
question right here. ' 
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Mrs. Kecey. Will the gentleman yield? 

Chairman Ricnanns, [ yield. 

Mra. Keiey. PE would like to bring fo the attention of Mr. davits a 
report which was printed by the committee or a subcommittee of tho 
Committee on Expenditures in the Exccutive Departments denting 
entirely with the United States relations with international organ- 
izations, including a summary of the results of the meetings of the 
Foreign Ministers of the American Republies.  [tisa very exellent 
pamphlet. 

Me. Javits. Thank you. 

Chainnan Ricusnps. VYoes the gentlewoman want to call that to 
the attention of the committee? ts that correct? 

Mes. Kenny. Yes. 

Chairman Rretaros. ‘Thank vou very much. 

Mr. Secretary, the Economie Cooperation Act of 1048, seetion 114, 
subsection (¢), says this: ne 

Tu order do carry out the provisions of this ¢ithe with reapect (o those particl- 
pating counteles which adhere to the purposes of this ditle and remain ctigible to 
mveeive asistance hereuiifer, such furude shall be available as are hereafter auttor- 
jaw and appropriated to the President from (ime to thmo Chrough June 30, 1952, 

When that act was passed, it is my understanding that the plan 
was to lerminate economic assistance on dune 80, 1952, whieh is tho 
end of the fiseal year of 1952. 

In the Mutual Security Program proposal we have here today, 
there is no termination date at all for economic assistance. What do 
you think about putting a termination date in there definitely? 

Seeretary ACHESON. t think that is a question of judgment which 
the Congress will, of course, exercise. If the termination date were 
putin, it would probably be desirable to pick ont one whieh would 
permit the program which we have in mind to be carried out, There 
sx rood deal to be said in favor of putting such a date in, 

One cannot peer into the future with any great accurey. If one 
took a date in 1055 that might be a desirable thing to do, with the 
knowledge that this was something whieh nobody could guarantee, 
and that i might very well be necessary Co extend the date a little 
further, 

So far as the activities here are concerned—and we are now dealing 
in the economic field --— 

Chairman Ricuanps. Yes, sir, 

Secrotary Acheson (continuing). There would he several types of 
work which would be going on. One of these is the strictly Marshall- 
plan activities. Now, those, [ think, with the exception of one or 
two countries, would be finished by the date mentioned in the original 
act. The countries which might not be finished include Austria, 
whore there are very special cireumstauces, Austria's future depends 
on our gelting a satisfactory peace treaty, so that Austria can again 
he a united and independent country. It cannot be economically 
self-sufliciont when it is divided as it is now and the Soviet. Union 
takes so much out of eastern Austria. 

Wo hoped in 1949 that we had an Austrian treaty whieh would be 
completed with one more meeting of the Foreign Ministers, but all 
our efforts to get the Soviet Union to complete that treaty have been 
in vain. Wo now have to go along with the situation which has been 
forced upon us, 
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In Italy tho economic recovery problem is greater than with the 
other countries being assisted; but that should not continue to be 


the case very long. ; 

Greece, again, is a country where there are special circums\ 1ces; 
but again I think the situation in Greece is looking up. Unless thero 
ia great military disturbance in the world, it should not take too long 
for our economic aid task in Greece to be completed. 

Now, those’are the problems which remain.under the old Marshall 
Plan Act—the Economic Recovery Act. 

So far as economic assistance for the purpose of military production 
is concerned—the peak of that, I belicve, should be in the next fow 
years, whilo the rearmament program is going on. Thereafter thero 
could, I believe, bo very substantial reduction of economic assistance, 
and perhaps the ending of assistance in many cases; but it is too 
speculative to say anything definite. 

Assistance programs in other countries involves much less in funds 
than what wo havo been talking about in the Marshall plan or in the 
direct economic assistance for military production. These programs, 
which might last over a considerablo period of timo, ccnstitute a 
wealth-producing program. This is a program by which we aro help- 
ing other nations to develop the technical competence, tho improve- 
ment of agriculturo, the improvement and development of their raw 
materials, which makes thom more and more self-sufficient. 

If the Congress believed that it was desirable to have some termina- 
tion date for the purpose of requiring a reconsideration of all matters 
ata particular timo, I could well understand why that would be a 
desirable thing to do. If the Congress wished to say it would recon- 
sider the whole matter anyway without putting in a termination dato 
in 1054 or 1055, that again would be a wise and sensible way to go 
about it. 

Lthink it is a question of iud ent, Mr, Chairman. 

Chairman Ricnarps. Well, Mr. Secretary, suppose Congress does 
that and puts in the termination date. Of course, there will be 
- equipment and supplies in the pipe lines and there will be some counter- 
part funds. I was just wondering why we could not put the termi- 
nation date in there and then any residuo or any part that has not 
been opened up can be turned over entirely to economic production for 
mallitery myposes, and let that fall right over into the MDAP program 
of the countries, and go on as smoothly asiteverdid? 

Acueson. That might be lo. I think if the Con- 
grees puts the termination date in, it ought to do it with tho realization 
at what it is really thinking about now is forcing a reconsidoration of 
all these questions on that date, and without trying now to foresee 
what steps you world take at somo timo 2 or 3 years from now. The 
fulure is too uro:rtain to be able to plan now what you would do to 
terminate some activity on a particular date. The important thing, 
I think, would be to say that hero is a program which in so far as we 
#06 will last two or three years, and after that we do not know, but we 
will reconsider the whole matter at that time. ; 

Chairman Ricwarps. You do agro then, Mr. Secretary, that as 
far as pcssible this program should be terminated on tho date that was 
specified when (he Marshall plan firat-was inaugurated? 

tary Acugson. I think we are getting a little mixed up. I 
thought you were asking me whether there should. be a termination 
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date on tho whole extended program we are talking about in this bill. 
Your fast question suggests that you mean should the ECA be ter- 
minated on the 30th of June, 1952? 

Chairman Ricnarps. Yes. 

Secretary AciEson. Is that what you asked? 

Chairman Ricwarps. That is-right. ECA. 

Secrotary Acurson, I am sorry. I misunderstood you, Mr. Chair 
man. I was answering a question which you did not ask. 

Now, If 1 may go back end straighten myself out? 

Chairman Ricnarps. It was my fault. 

Secretary AcHEsON. So far as terminating the ECA on that date, 
I think you are faced with the problem that I spoke about in answer 
to the very first question that the committes asked me, when ycu 
asked me about the administration of tho program. : 

The economic assistance which is.being-furnighed hero—the great 
bulk of it for the military rearprament program’ will haye to be admin- 
istered through an cconoprté organization. What the President has 
suggested here is that ip6rder to create the least possiblo digturbance 
you merely take the ptisting ECA Act aud extend tho period ef timo 
and let the oe the agency-which administers this economic 
assistance. ct df 3 

If you do not d6 that, bu érminato the ECA, think you will h 
to create anothey economig organization; and if fou do that, there will 
be a period of fonfusion in-betweefi” Poop who aro ey workin 
in the ECA wil) not know whether oF ato Lis to sontinue working, 
You will have/people Icaving, an (i ist al the bg when it is mos 
important to get the elec t'df thig thing! focused, and iis 
forward with great vigor, you wil] hhye’ fifusign aud Uncertainty in, 
tho agency which has lo admit{ster the iprégeam for helping ou 


friends to econbmic healt. ) 6 
Therefore, tho iaateua sugeestion dn- hj heasago: Cong 
was that you continue to'use tho ECA-by-extending its exjstence for 
such period of thmo as you wished to, ~That, I\be ieve,-{a the | 
disruptive way of getting the job donc which has {o be done. 
There aro considerations—and tho Congteas can go into them all 
in these hearings h there ar@-considcrdtions of a psychglogical 
naturo which aro relovant, which say that you started the ECA out 
doing a particular job. iden have done that job prett? much by 
the 30th of June 1952, and~therefore, you have nd the ECA 
and start something clse. — ’ 
My own judgment—this is all a question of balancing factors hero— 
my own judgment is that the confusion which would be put into tho 
program by ending ono organization and creating another exactly 
ike it, and the loss in personnel; and all of that sort of thing, would out- 
wejgh any psychological advantage which camo from saying, “We 
ave done a job now and, therefore, wo will end the organization 
that did it.” I think a much better and fuller light can be thrown on 
this question by Mr. Foster, who is right in the heart of this matter, 
than by mo. I have pen a good deal of thought to tho question, 
and since you have asked for my opinion on it, I would say that the 
wisest thing to do hero would be to extend tho period of time for the 
lifo of the ECA. Chango its name, if you wish, to something else, 
if you want to, to indicate it has somowhat new functions, but keep the 
organization and the personnel intact eo that wo will not find our- 
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selves coming to a slow-down in the 12 months ahead where wo should 
really bo putting forth the most tremendous effort to stimulate our 
allics into great production, 

I say that because what is dono in the next 12 months is really going 
to determino tho success or failuro of this program. If things are not 
really humiming by the middle of 1952, then you can bo pretty suro 
that you will not got tho forecs and souipinent which you have to have 
by tho end of 1964, becauso some of these items are long-lead items, 
and they have to havo adequate economic organization and productive 
capacity behind them, and the plans drawn and overybody at work. 

regan tho next 12 months as very critical for the sucecss of the 
mutually agreed defense plan, That isa plan which calls for tho great- 
est possible effort. by our allics, as well as by ourselves. As pointed 
out the other day, our allics have already doubled their production 
since 1949. Ina military way they will do possibly as much or more 
again as they havo already done. 

They will need an organization working very closely with them to 
help them through theso periods in the next year, and T think that 
organization will work better if it does not lave over it the cloud Uhat 
its whole efforts are going to terminate and somebody else will pick 
them up 12 months foi now. 

Chairman Ricuarvs. Thank you, Mr. Scerctary. Tho reason why 
I asked you that question is (hat Fam sure the Congress understood, 
and tho people of this country understood, and the recipient countries 
of economic aid underst that tho Marshall plan was a 4-year 
program. 

Secretary Acurson. That is correct. 

Chairman Ricuarps. Economic aid for military purposes and 
nilitary aid aro different from economic nid, as such. 

1 can readily understand the point you mado as to the difficultios 
which will be involved in this period of transition and in this twilight 
zono between what is primarity economic aid and what is economic aid 
for military production. You will have plenty of trouble. I am 
certain that experts who have handled tho first phase of this program, 
if this other program gocs into effect should bo retained because their 
services aro too valuable. However, that issue is not plain to the 
country, atid the world, and the Congress itself. I think it should be 
mado plain. Tho best way to do it is by putting a termination date in 
there and indicating how you are going to take up that burden. That 
is the only reason I asked that question, but there are a lot of difficulties 
involved there. 

Mr. Jupp. Will the gentleman yield? 

Chairman Ricuarps, Dr. Judd. 

Mr. Jupp. I would tike to pursuo this matter for just a moment, 
because wo took it up in every European country wo visited recently. 
In general our political people all wanted it to end officially, whereas 
tho economic peoplo—the ECA people—in general wanted it to con- 
tinue. There wero exceptions in both cases. 

Wo were told frankly that the ECA in its original senso had ended 
its work. In fact, ECA, as wo set it up, is already finished, because 
of tho shift in its operations to support of the defense program. 
Originally tho concept was that economic aid was an alternative to 4 
military program. Economic recovery—that was the way in which 
it was presented—was designed to give these countries stability. 
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Of course, it was too late, as somo of us warned at the tine, ECA 
is not an alternative to a European military program, but it is in 
support of a military program and has been from the begining. 

Phe question is whether to be honest with the Congress and honest 
with tho people and say that ECA as originally envisaged has com- 
teted its work, and what we now have to lave is an economic program 
in support of the defense program or else it falls to the ground. Shall 
wo lay the cards on the table and do it forthrightly?  Dinyself believe 
that should be done. 

As to the wind-up date, Twas convinced by Ambassador Dunn in 
Italy we should not end ECA now but we should at the end of fiscal 
1952, when the law says it should end. Tt has become a symbol of 
American interest in the welfare of European people, he said. The 
wople of these countries in which ECA is working believe that it 
welps their living standards. ‘The mutual-defeyse program docs not 
go beyond support of Che military effort. They may know that in 
general their country is being strengthened, but they do not see any- 
thing they themselves are getting out of it, whereas the ECA was a 
programn to help them recover from the poverty and the unemployment 
and the dislocations of the last war. 

Now, if we say we are not going to carry ECA Girough 1952. as 
originally planned and intend to end it in 1951, Chey are going to say, 
“See. ‘Mey do not care anything about us. It is just part of a great 
rower struggle between the United States and Russia as rival imperial- 
istic giants,” and so forth. J think we ought to keep ECA through 
fiseal 1052, but f believe strongly there are (wo arguments for ending 
it then dhat have greater importance than you gave them in your 
statement. 

One is the importance for the long-term future of for once ending 
a foreign-aid program when we said it was going to end. It is always 
said that it will be a short temporary program and that the coming 
year will be the most urgent one. Then, at the end of that year, 
it is the following year that is going to be the most urgent one and so 
on. That develops cynicism in the Congress toward the Departments 
and in the country toward (he Congress. It is like the ofd fable of 
the boy who cried “Wolf” too often. Congress tends not to believe 
the Administration when it comes here and says, “This is to be a 
leyear, or 2-year, or 3-year program.” 1 think it would be most 
helpful if, sinco we said it was to be 4 vears, we finish it in 4 years. 

At the samo time we should explain frankly why there should be 
a new program similar to ECA, ‘Phe people are intelligent. 1 think 
they are both more intelligent and more patriotic than many people 
tive them credit for. You understand the need, and I understand 
it; what makes any one think they will not understand it? Tf it 
appeals (o our patriotism to the point of our supporting it, theirs is 
just as good, 

That is reason No. 1, Tho second is this: If we continue ECA 
beyond 1952, it plays right straight into the hands of the Com- 
munists, who have said all along: “This is not a sincere effort to help 
you people in Europe. It is a blind and a facade. It is really a 
military program.” Tf, in fact, we now make the economic recovery 
program only a military program, the Communists seem proved 
right, even though you and Thad no such intention at the beginning. 
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I myself think those two considerations, one, integrity in Govern- 
ment and playing fair with our people and, two, not giving the Com- 
munists the right to say that this was all along a deception and part 
of a military program rather than an economic program, ought to 
outweigh tho dislocations and uncertainties, which f do not think 
need be very serious, that will follow from such a change. 

If you would care to, I would like to have your comments on those 
two arguments which were presented to us most forcefully by various 
persons in Europe, both our people and the representatives of the 
countries wo visited. 

Secretary Acurson. I attempted to make, not as vigorously as 

ou have done, Mr. Judd, the very points you have made. The thing 
was also pointing out is that you will need somo kind of people 
grouped together—— 

Mr. Jupp. That is right. 

Secretary AcHESON (continuing). In an organization to do this 
work, 

Mr. Jupp. And wo ought to preserve them os an organization 
because it is the best job, I think, of effective management our country 
has over carried out in such a field. 

Secretary Acheson. What I was pointing out is: You will need 
some peop ¢ to do this work after Juno 30, 1952, because the adminis- 
tration of our country’s economic help to mifitary production will 
continue through 1954 anyway, and possibly longer. 

I am not asking the committce to adopt any one theory, but Fam 
asking them when they solve this problem to have prominently in 
their minds also the need of having these capable people who have 
worked so well, as you said, for the Government, continue in their 
efforts and helping theso countries in the military and cconomic 
assistance for military production after 1952. 

Thereforo, if you consider only the points which you and F have 
mentioned which lead to the desirability of showing that this old 
program has come to an end and we are on a new program, and if 
you consider only those considerations and say that ECA ends on 

uno 30, 1952, period, then everybody is discharged and everybody 

leaves the Government. Then we come to 1952 with no organization 

existing which is ablo to carry our plans forward, and that I know the 
ress docs not want to have. 

Mr. Jupp. I do not either. Wo do not need to say that, or to cis- 
chargo everybody. 

Secretary Acheson. If you can work out something or other so 
that these peoplo can bo assured their services will be needed for a 
different program after 1952, and that the program which is starting 
now will be continuing, you will have achieved the purpose I want lo. 

Mr. Jupp. We havo about threo alternatives. Wo can keep threo 
organizations in theso countries as at present: Tho regular Forcign 
Service, ECA, and MDAP. Or we can merge MDAP and ECA into 
& security-aid organization with an economic branch and a military 
end-item branch. Or we can put both of them under tho Forcign 
Servico; that is, under the complete direction and control of the Stato 
Department. I judge that you prefer keeping the coordinating system 
wo have at present. Those aro the threo! main possibilitics. It is 
our problem to work them out with tho maximum benefit and minimum 
dislocation, and I am grateful for your views. 
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Secretary Acnrson. There are modifications of those threo alter- 
natives. You could say that the ECA, as such, under its present 
legislation, will continue until 1952. At that point it will go over to 
this other task. Its namo will bo changed and its functions will be 
restated by legislation at that time. Therefore, people working for 
ECA would know that they would in some way or other be continuing 
in this effort. 

Mr. Javits. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Javits. I just wanted to make the point that the International 
Development Advisory Board, headed by Nelson Rockefeller, camo 
up with a specific recommendation that we set up a United States 
Overseas Economic Administration. 1 would like to point out, too, 
that I would like to associate myself with Dr. Judd’s views on this 
question and advocate that wo do go to a new agency and call it the 
United States Overseas Economie Administration. 

Tho third reason for that is that this is a new program and it ought 
to be emphasized it is a new program and policy we are conscious! 
embarking on, and, therefore, the views of tho chairman are so perti- 
nent as to the time limitation. I also feel strongly wo have got to ond 
ECA when we promised. This committee was gracious enough to givo 
me the ball lo carry on the 1952 date in the ECA 1048 debate. Tho 
House, in passing the bill, did say the program should end in 1952. 1 
am for ending it in 1052, and let us with our eyes open go into this 
new Mutual Security Program. We have a blueprint for it in this 
recommendation of the International Development Advisory Board. 

Mr. Jupp. If wo end it in 1942, wo are not cutting it off. It is 
because it has done its job, thank God. 

Chairman Ricrarps. I remember when the bill came up in 1948 the 
gentleman from New York proposed an amendment be put in this 
provision to promote that, but thero is certainly an implied obligation 
on the part of the committce and the Congress to do all wo can to 
terminate it on that date. 

Are thero any questions on this side? 

Mr. Hays. Mr. Chairman. 

Chairman Ricuarps. Mr. Hays. 

Mr. Hays. Mr. Scerctary, in tho Mutual Defense Assistance Act of 
1950, there is provision for the President transferring as much as 10 
percent of the funds from one item to another, and a provision that 
when this power is exercised he shall notify the Committco on Foreign 
Relations of the Senate and the Foreign Affairs Committco of tho 
House, and also the Armed Services Committces of both Houses, 

In title V, General Provisions, section 501 of the draft bill we are 
considering, no such provision is made for notifying the two com- 
mittees of cach House. [ just wondered if there was any reason why 
that was omitted. 

In other words, we found that was rather helpful to be advised of 
these transfers. I want to know if thera is any reason why that 
procedure should not be followed. 

Secretary Acnrson. I think there would be no objection to follow- 
us same procedure. 

Mr. Hays. Yes. We had in the Yugoslavia transfer, for example 
some contacts with the executive department that were very helpfu 
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in tho understanding by the committees of that action. I wanted to 

pursuo just a little the comment that you madsg, sir, tho first day, with 

reference to the Italian and French clections, which you found en- 

couraging. Is not tho problem one largely of acquainting tho people 

with ia beneficial results of the program? That is ticks we lost 
und, 

For oxample, in Sicily it is not because there was any failuro of the 
program, really, to extend it widely. We were not ablo perhaps 
to get that out among the people. Is that a fair appraisal of it? 

am pointing out that while it is true, of course, as you said, that 
there were gains in tho municipal elections, there were also losses in 
localities. Do we not need to give more attention to acquainting the 
people with tho fact that we aro giving substantial aid to that group? 

Secretary Acneson. Yes. [agree entirely, Mr. Hays, and Fihink 
you aro quite right about it, and we are redoubling our efforts to do 
that. We are already looking into matters that were brought up in 
questions to mo yesterday, and I think in the very near futuro we will 
greatly improve our service along that line. 

Mr. Hays. Then it is truo in Sicily, for examplo, that the benefits 
have been widely spread, as I understand it, and peoples that wero in 
need of economic aid have participated? 

Secretary Acnrson. I think that is truce. Yes, sir. 

Mr. Hays. I think sometimes, Mr Sceretary, that we are rather 
timid in touching things that aro delicate from a political standpoint. 
Tako land reform, for example, of which the Communists have mado 
somuch. We have been too timid in espousing tho American plan of 
greater equality of opportunity. Many of us were impressed with 
what you have done, for example, in Formosa, to correct abuses in the 
agricultural system, not by a sweeping change but by a more equitable 
division of income and less exorbitant rents. 

I think a monumental job has been done in Formosa that we ought 
to capitalize and find ways of letting the peoples who are subject now 
to the Communist propaganda know how well the American system 
works when we put our hands to the problem, 

I do not want to be too lyrical about the Formosan matter, but 
from what I know of our work in rearrangements in the agricultural 
system there it has been very effective, 

Secretary Acheson. That is quite right. I agree with you 
Monougniys Mr. Hays. 

Mr. Jupp. Except that it was almost entirely done by the Chinese. 
Oux help was under a provision that is my baby, the Joint Commission 
for Rural Reconstruction, of which Mr. Moyer is the head. With 
just a little advice from us on how to do it, they did it. 

Mr. Hays. It was dono by the gentleman from Minnesota, who is 
an Amorican, and not a Chinese. 

Mr. Jupp. It was conceived largely by somo Chinese, capecially 
Jimmy Yen. I was responsiblo for getting into the ECA bill a provi- 
tion to sct up a Joint Commission, with three Chinese and two Ameri- 
cans, which is tho way to do such a job, to work with them and not 
to try to tell them. Because, if the two Americans are any good 
their views will provail. Tho Americans furnished tho teclinical 
know-how, and the Chineso operated the program. It is the kind of 
thing that can be done in all these underdeveloped areas by imagina- 
tive leadership and sympathetic help, rather than by orders from tho 
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top, or humiliating exposures of their inadequacies. Under thoso 
circumstances you do not get results. 

Chairman Rictarps. I was sure the gentleman from Minnesota 
could not go along without breaking out on that subject. 

Mr. Jupp. Mr. Chairman, I thought I had been exhibiting extra- 
ordinary restraint. 

Mr. Hays. The gentleman from Minnesota and I are not too far 
apart, but I do not want him to be too modest, because this is an 
American plan, and I am even willing to give the Republicans credit 
for inaugurating it. 

The Formosan action is highly significant, and we ought to capitalize 
on it and let the pcopte of Asia Fnow we did a job for the under- 
privileged people there. 

Mr. Jupp. It is the only place where real Jand reform benefits have 
come to the farmers. ‘The Communist program is a phony, and 
always was A phony. We give them real help. 

Mr. Hays. Yes. 

Chairman Ricuarps. I should like to say for the benefit of the 
audience that these two gentlemen are very close friends, and there is 
something fishy about the whole thing. 

Aro there any question on this side’ 

Mr. Reece. Mr. Chairman. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. If I may, 1 would like to ask the Secretary if, after 
the Kem amendment was passed and before the National Security 
Council acted in setting it aside substantially, if the State Department 
communicated with the other countries concerned to tho effect that 
the Kem amendment probably would be set aside and to disregard it? 

Sceretary Acnrson. No; we did not communicate to that effect and 
indeed the National Security Council has not set the Kem amendment 
aside, Mr. Reece. 

Mr. Reece. I said “substantially.” 

Secretary Acurson. No. I would like to stato in a moment exactly 
what has been done, becausc I do not want auy misunderstanding 
about that. 

We have called in the representatives of all the countries except 
three, and those three have no substantial problems in connection with 
the Kem amendment. We pointed out to them what the requirements 
of the act were. We pointed out that we had this list certified by the 
Secretary of Defense, and that it would take a very considerable time 
even to get that list printed in English, and a longer time to get it 
translated into various languages that wero necessary. 

Wo pointed out to these representatives what the purposes of tho 
Congress were in connection with the Kem amendment, the purposes 
for which we had been struggling for a long time and toward which 
their governments had made substantial progress. 

We asked them on an urgent basis to get in touch with their govern- 
ments to be able to establish exactly what they had already dono 
toward accomplishing the purposes of the Congress; what further 
steps they could immediately tako; and what were the greatest prob- 
lems facing them in connection with the amendment. 

Now, what the National Security Council did, Mr, Reeco, in regard 
to the Kem amendment, was, to give an extension of time in order to 
givo an opportunity to find out these very facts I have beon talking 
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about, and to put in the hands of the foreign governments the list 
with tho indication of what parts of that list are vital, and what parts 
are lees vital. This was done by granting a general oxception for a 
limited period of time, The National Security Council was faced 
with tho Propcsition that you had to do one of two things. You 
either had to stop all aid whilo you set the machinery in motion, or 
you had to continub all aid while you got the machinery in motion. 
It scemed to us that tho choice would have to be taken in the direction 
in which we took it. For the effects upon the whole program of stop- 
ping everything while tho list was translated and put in peoplo’s 
hands, and while thoy were able to report to us what they could do 
in meeting it, would be disastrous, particularly at a timo when wo 
were pressing all these countrics to extend their military effort. 

But we will within the 90 days have those reports. We will take tho 
matter up on a country-by-country basis, and do our very best to 
achicvo tho purposes of the Congress, which are also the purposes of 
the administration, 

Chairman Ricuaros. Are there any other questions? 

Mr. Jupp. Yes, Mr. Chairman. I havo some questions. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Secretary, when tho Marshall plan was originally 
beforo us, the wholo philosophy and system of counterpart funds was 
worked out in this committee. Ono of tho questions I recall wo voted 
up and voted down a half a dozen times beforo we finally decided was 
how the counterpart funds would be controlled, 

Some favored complete control by us because they aro what the 

eoplo of the recipient countries pay for the goods that are furnished. 
me were for turning them over wholly to the recipient governments. 
We finally compromised on joint contro}. 

There aro now suggestions from certain responsible organizations 
and people in our country that there ought (o bo a basic change in 
that policy and that counterpart funds ought to be solely under our 
own control. Some of tho organizations, like the American Farm 
Bureau Federation, have particularly in mind the so-called under- 
developed countries which may be receiving more help in the future. 
For examplo, when it was proposed that wo give grain to India as a 
gift and get counterpart funds in return, somo people felt tho real 
way to get beneficial! reforms and developments in India was for 
us to control those funds in Indian ct and mako sure that with 
them the irrigation, or seed selection, or health or educational programs 
that aro most beneficial, would be carried out effectively. 

I think an argument can bo made both ways, as is true of most 
questions. I would appreciate your comment, if you have given the 
matter thought. 7 

Secretary Acneson. I should like the real substantive answer to 
that to come from Mr. Foster and others. But what I would like to 
say from tho point of view of forcign policy is that I most sarnely 
hope the present method will be continued, and for tho reasons whic 
you most effectively stated a few moments ago, when you were talking 
about the Formosa land reform ram. That is, if wo do theso 
things on a cooperative basis with the country and work them out 
together, we will get infinitely further and have a much better attitude 
in the pounery concerned than we will if we undertake to say that this 
capital fund belongs to us, and we will deal with it in your country 
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as we Americans think wise, and we do not want to have to be bothered 
consulting with you. The second approach would not produce as 
good an attitude for the very reasons which you gave, and I could 
not agree with you more. 

I think the way to do these things is to do them by cooperation and 
by joint effort. As you very truly said, if our representatives aro not 
good enough {o sell'a sound idea, then we had better get some who 
are, because | am sure we can do that, and we have done it very 
effectively in dealing with the counterpart funds. 

Mr. Jupp. I appreciate your answer. There is the further fact 
that perhaps Americans could go in with more efficient organization 
and incthods and get certain things done more rapidly. But when 
the Americans moved out there would be nobody prepared to carry 
it on unless it has been a jointly developed and jointly operated 
program. .? 

Secretary Acurson. That is very true, Dr. Judd, 

Mr. Jupp. In your statement on page 13 you make a statement 
which I think represents a certain chango in our foreiga policy. You 
say in the middlo paragraph on pago 13, talking about this whole 
great crescent of countrics from Korea and Japan to Afghanistan— 

Our broad national objective in this arca is to help the people devclop inde- 
pendent and stable governments, friendly to the United States. 

Tho significant chango is that you omit the word “democratic,” 
which for many years was always included in a phrase “independent, 
stablo, and democratic governments.” I have always objected to it. 
It did not put first things first. 1 want to congratulate you on this 
change of policy, because our first national objective is that these 
countries b's independent and friendly so that their resources cannot 
bo used against us by an enemy. Whether they choose our form of 
democratic government right away is not tho essential thing: It is 
desirable and we want them to be democratic. Wo must help them 
become so. But I think it was always a mistake and impossible of 
accomplishment to require that as the prerequisite for our aid thoy, 
first of all, become democratic and go through the motions of a con- 
stitution and an election, which they did not understand and did not 
know how to handle well. Democracy usually comes after stability, 
in my experience, rather than before. 

I belisve this represents a genuine forward movement in ovr thinking 
with respect to tho countries in Asia. It took England, as I recall it, 
700 years from the Magna Carta to universal suffrage, and theso other 
countries aro going to havo to take somo decades, if not centuries, to 
accomplish tho journoy. 

Democracy is a goal, and not tho condition of our aid. What it 
seems to mo you are now saying is that security is first, then stability, 
then reform. If independent governments do not produco reforms 
beneficial to the people they will be overthrown, but they cannot 

roduce reforms until they are secure and stable. Is that an accurate 
statement? Does your sentence mean that, or was it just an inad- 
vertent omission of a word? 

Secretary AcnEsoN. No; I do not think it was an inadvertent 
omission. I think it was consciously done. For one thing, in tho 
battle of words which is going on in the world “democratic” has suffered 
many casualties. All the Communist regimes are called People’s 
Democratic Republics, and I think you are quite right here in what you 
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stato, that we havo not withdrawn from the idea that representative 
government and freo institutions are the goal for which we should 
press with other nations. Wo are stressing here that independence is 
tho great thing to start with. If peoples are really independent and 
thoy aro not satellites of anybody, then we can begin to work with 
them, because thoy havo Rot something which we understand. 

We want to be {ndependent, and we want them to be independent. 
If they want to be independent then they are the sort of peoplo with 
whom you can do some business, 

As you correctly say, thero has to be stability. Maybe to get stabil- 
ity you will havo to go a long way on certain reforms, such as the fand 
reform that you were referring to a little while ago. 

Then, insofar as they can move to free institutions and representa- 
tive government we will help them in every possible way, but we recog- 
nize that is something that cannot be done overnight. 

Mr. Jupp. On page 14, in the middle of the page, you say, 

Poverty, disease, illiteracy, and resentments against former colonial exploita- 
tae ee are the turbulent forces that seethe in Asia, that move pcople power- 

I want to make more of a comment than a question. I believe that 
the most powerful of those forces in Asia is resentment against former 
colonial exploitation. I think Americans are projecting too much of 
their own ideas into other peoplo’s minds when they assumo that pov- 
erty, disease, and illiteracy are as powerful factors, or that the desiro 
to bo free from those conditions is as powerful a motivation through- 
out the common people of Asia as it is among ourselves. It is, of 
course, in the caso of those leaders trained in England or the United 
States. It is not so true by and large with the people, because thoy 
are still too unaware that conditions could be better. The resentment 
against colonial exploitation I think you will find to be deep and uni- 
versal in those countries, because human dignity is the most precious 
thing a man has, and it is just as precious to the poor and illiterate, if 
not more so than to the more advanced. The bitter resentment of the 
Iranians againat Britain is not so much because of financial reasons, I 
am quite convinced, as it is because of Britain’s refusal to yield on cer- 
tain matters of prestige, such as allowing oven one Iranian to bo on the 
board of directors of the Anglo-Iranian Oil Co., or allowing the Iran- 
ians to look at the books of the company, even though the royalties 
paid the Iranian Government depend on what those books show. J 
am sure the British books are completely accurate, but they will not 
let the Iranians sco them. 

You said that if Iran would be less emotional and would consider 
more its own interests, the problem would not bo insoluble. But 
rightly or wrongly, what tho Iranians consider as their most vital 
interests is not oil production. Itis dignity and standing and equality 
of status. Sometimes I suspect the British Government has not 
learned anything in this sort of thing since it lost the Thirteen Colonies 
unnecessarily, because it would not pield on certain matters involving 
most of all, equality of status. While wo are helping to overcome the 
poverty disease and illiteracy in Asia—and I spent 10 years of my 
ife working at that—I think we ought to emphasize more and moro 
that the biggest thing is to give them equality of status and recogni 
tion. Without that all the other things will not succeed. 
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I had a good illustration of that recently in France in a shop not 
far from the American Embassy. The wife of the shopkeeper was an 
American girl, born in New York. I had to sign a check on the House 
of Representatives bank and they found out J was a Member of 
Congress. We got to talking and her husband said, “If France goes 
Communist”—and this was the day before the election—“If France 
goes Communist you Americans will be more to blame than anybody 


IT said, “Why is that?” Ho said, “Because you have not had 
imagination enough in your dealings with the French people.” He 
said, “You have done a good, effective job of gencral cconomic 
recovery in your usual efficient American way, but the people do not 
understand it. They know that most of them are better off, but they 
do not realize that Americans had much to do with it. ‘They thin 
you havo just aided the Government and businessmen. ‘The Com- 
munists come in and give a little tin of powdered milk to a mother, 
or a little bottlo of cod liver oi! for a child, and the people say, ‘That 
is wonderful. Thoy care about us.’ ” 

I said, “Well, we had two possible courses. We could carry on the 
same sort of personal aid and propaganda job that might make you 
as individuals feel better, but contd. not solve your problem. Was 
it not better to work at tho long-term business of restoring your 
production and getting you so that your country would be solvent?” 

Ie said, “You are succeeding economically, but you are not succeeding 
olitically.’” Then he added, ‘And you spent enough money to do 
th if it had been spent more effectively and with less waste.” 

I thought it was rather illuminating for a well-educated and sym- 

athelic Frenchman to recognize that and state it in a candid way. 

feel more keenly than ever before that we have got to find better 
ways along the line of the remarks of the gentleman from Arkansas 
to mako sure this program and knowledge of its benefits reach down 
into their homes, and that it is the best way for us to help them, 
rather than to send in little individual hand-outs which would give 
them something immediately, but would not improve their country's 
situation. 

I am sorry Mr. Chairman, for this long monologue. 

Chairman Ricwarps. We always enjoy the gentleman’s very strong 
observations, particularly at this time. 

Are there any other questions? 

Mr. Reece. Yes, Mr. Chairman. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. I would like to ask the Secretary if you think there is 
any danger that this program, instead of being a deterrent to Soviet 
aggression against the Western European states, may encourage the 

remlin to movo against thoso states before the NATO powers are 
wellarmed? There seems to be a gencral feeling from the expressions 
which have been made that Russia, with the divisions, of which it 
has several, in Eastern Germany and in that area, could move at this 
time. I am just interested in your thinking on that. 

Secretary Acheson. Well, that raises a problem which is raised in 
connection with anything which is done in this whole area, Mr. Recco. 
If one takes the attitude that if one attempts to become strong so as 
to resist Sovict aggression then ono will provoke Soviet aggression, the 
conclusion is that one must give into it. That conclusion is unac- 
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ceptable. That is not a possible conclusion. Therefore, if there are 
any riske that the attempt to create enough strength to resist aggres- 
sion is going to provoke it, we just havo to run those risks. 

Mr. Reece. I do not want to put myself in a position where my 
comment might be interpreted in that way. T think the gentleman 
will concede there is one great force that 1s discouraging aggression, 
and that is the productive capacity and the economic strength of the 
United States. As long as wo aro able to preserve that economic 
strength in the United States and preserve and build this productive 
capacity that results from this system of enterprise of ours, there is 
grave doubt, it seems to me, whether Russia would feel in the long run 
that she could win in a total conflict. 

As you well said in your statement, I beliovo Russia figures on tho 
long-range result and tries not to embark on any course where there is 
any substantial risk of losing in the long run. My own feeling is that 
. as long as we maintain our position of great strength here in the United 
States, that Russia cannot help but estimate that in the long run she is 
running great danger in starting another total conflict. 

Secretary AcHeson. Mr. Reece, I of course agree that the great 
productive power of the United States and its power to produce all 
sorts of materials, military and otherwise, is a tremendous factor in the 
world. It is not, however, in my judgment, an effective deterrent 
for war if it is not harnessed into the task of transforming somo of this 
potential power into existing power, or power in being, In other 
words, if, as you say, we do nothing to create power in being to meet 
an aggression, but we simply wait until it appears and then put this 
whole great power into production, I am afraid you will not deter war, 
you may furthermore get yourself into a situation in which the samo 
miscalculation might be made that has been made twice, and, that 
the United States would not get into the struggle until it was too late. 

Therefore, I think we must proceed to use this power in order to 
create forces in being so that the aggression will never start. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Futon. I was a little concerned with your discussion with 
Dr. Judd about stability and independence in these countries, and the 
aim of this program. If we aim primarily for stability and independ- 
ence and then let the development of human rights wait rather than to 
have those developments join right away with this program, do you 
not think that we would just be trying to maintain the status quo? 
Then we would be trying to hold in power the maybe inefficient and 
corrupt machines, and possibly maintaining, by the force of our own 
arms that we supply, the suppression of human rights and liberties 
abro 

Secretary Acneson. I think if we took that attitude we would be 
open to the criticism which you suggest, but I do not think we aro 
taking that attitude, Mr. Fulton. 

Mr. Futton. So that your reply then to Dr. Judd did not mean in 
any way the American people were going to ease up either now or in 
the program that is in progress, or in the future, in the development of 
human rights and human liberties abroad? 

Secretary Acneson. I did not understand Dr. Judd to make that 
suggestion, and I certainly did not make any response to that question. 

ir, Fuuron. I want to make it clear that is not the case. In 
. addition to that, the program itself is not aimed to support any par- 
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ticular regimo, or any particular group or clique in any governmental 
body abroad, Is it? 

Secretary Aciteson. No, it is not. 

Mr. Futton, May I ask then finally, is there any agreement with 
Britain, whatever, that if they prosecute any of these atomic spies or 
atomic scientists who have violated our security, that we will then not 
prosecute? Do we havo any agreement on a diplomatic level, for 

-example, that when Klaus Fuchs is tried abroad under the British 

-Jaw for security reasons that we then do not bring him over here and 
try him for the claimed offenses against our Government which he 
committed in our country? 

Secretary Acheson. No, sir. There is no agreement of any such 
character. 

Mr. Fuiton. Is there any movement on now to extradite him before 
tho Rosenbergs are executed? .¢ 

Secretary AcHESON. I am just not informed about it, Mr. Fulton. 

Mr, Futton. That is all. 

Chairman Rienarps. Mr. Secretary, we thank vou very much. 
You have been very patient and very frank. We will have Secretary 
of Defense Marsha]! as our first witness in the morning. When the 
committee adjourns it will be until 10 o’clock tomorrow morning. 

Wo have five additional minutes. Dr. Judd would like to ask a 
question. 

Mr. Jupp. In your statement, Mr. Sceretary, and in all the discus- 
sions on this issue, emphasis is properly given to tho great productive 
capacity of Western Europe. Second to ours, it is the best workshop 
in the world. Yet it is disturbing that we are having to produce and 
send to them out of our resources so many things they sre capable of 
producing themselves. . 

What puzzles mo is how to do the short-range emergency thing that 
necds to be dono by us, and at tho same time succeed in getting 
them to make tho maximum effort for the long run. ~ 

I do not want to mention any specific countries, but here is an 
example. Wo wero ina country which has a very considcrable machine 
tool industry, and is able to produce a great deal of small arms and 
ammunition. Yet we are shipping to its neighbors small arms which 
it could produce just as well as we. At the same time we are con- 
structing for that country some ships like mino sweepers, which can 
be produced in Europe by its neighbors. We are making brand-new 
ones and sending them over to it. Now, it would like to have orders 
to make small arms, but the other countries do not give it orders. 
If they bought from the country in question small arms and ammuni- 
tion, they would have to pay for them. If they get 30-caliber ammuni- 
tion mado in the Twin City Ordnance plant in my State, they do not 
have to pay forit. You and I pay for it. 

Now, how can we mobilize the full productive capacity of each 
country for the whole area, boyond its needs for its own rearmament? 
Wo discussed this time and again, and I am not satisfied with the 
answers. 

When the original MDAP bill came along in 1049, four of us on 
this committee offered an amendment to reduce the actual appro- 
priation by 50 percent until we saw whether they were going to do 
their part. It was not because we were against the full amount, if 
well spent, or were engaging in an economy drive. Wo were trying 
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to give them an incentive. We wanted to say, in effect, “We will 
advance our side of the line half way down the field. Now you come 
along with your part; and then we will go the rest of the way with 
ours.” It was passed in the House but defeated in the Senate. 

Now, I have been toying with the idea of whether we should not 
try something of that sort again. It is not to issuo a threat, but to 
provide an incentjve. It would be on this basis: ‘To tho extent you 
mobilize to the utmost of what you can do, we will provide whatever 
amount is agreed upon. Tho more you do, the more we do,” rather 
than say, “Here is our whole amount right now without any condi- 
tions.” Do we not encourage them to rest on us more than thoy 
need to, if we pay it all in cases where they can do more themselves? 
There is no more troublesome problem in the whole situation than 
this one. Could you help us on that? 

Secretary ACHESON. This is, as you say, one of the imal or problems 
with which we are concerned. I think it can be very fully discussed 
with you by the ECA witnesses, and by the military ones, when you 
get down into a detailed consideration of it. The problem is exactly 
what you stated. How is it possible to get all the productive facilitics 
of Europe working on somo sort of a pool basis? We aro at this very 
moment having the most intensive work done in the Defense Depart- 
ment and in ECA with our people sitting in to see what posinls way 
can be found to solve that problem. It will not, I think, affect the 
amount which we will need to send them now. 

However, you are quite right, that there is productive capacity 
which at the present time is not being used. The problem is a finan- 
cial problem. If that can be solved, then you can get theso peoplo 
to work. But there is just not enough leeway now of transferable 
funds to work that out. We are at work on it, and maybo we can 
finda solution, We have to find a solution because there is productive 
capacity that can and must be fully utilized. 

hose who know far more about the solution of the problem than 
I do will be prepared to give you their best judgment on it. 

Mr. Jupp. Thank you, Mr. Sceretary. 

Chairman Ricuarps. The committee stands adjourned until 10 
o’clock tomorrow. 

(Whereupon, at 11:45 a. m. the committee adjourned until 10 
a. m. the following day, Friday, June 29, 1951.) 
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FRIDAY, JUNE 29, 1951 


House or REPRESENTATIVES, 
ComMiTTEE on Foreign AFFAIRS 
Washington, D.C. 
The committee met in the Ways and Means Committee room, 
Now House Office Building, at 10 a. m., the Honorable James P. 
Richards (chairman) presiding. 
Chairman Ricuaros. The committee will come to order, please. 
We are continuing the hearings on the so-called Mutual Security 
Program. We are fortunate to have with us this morning the dis- 
tinguished American, the Secretary of Defense, General Marshall, 
who will testify. ’ 
General, do you have a statement that you wish to make? 
General Marsuaty. Yes, Mr. Chairman. 
Chairman Ricrarps. Will you proceed, please? 


STATEMENT OF GEN. GEORGE C. MARSHALL, SECRETARY OF 
DEFENSE 


General Marsnaty. Three years ago, as Sccretary of State, I 
ap eared before the Congress in support ofa plan to assist the countries 
of Europe to recover from the devastating effects of a major war. 

These countries had emerged from the war with disrupted economies 
and war-weary populations. ret he in necogn izing the fact that 
this situation endangered the establishment of a lasting peace, enacted 
into law the Economic Cooperation Act of 1948. 

Ag the reviving economics of Europe diminished the threat of 
internal subversion, the fear of externa! aggression became the great 
menace to the stability of our common effort. 

The Mutual Defense Assistance Act of 1949 was a recognition of 
the existence of the disruptive clement of essive force. Now in 
1951 our goal continues to be a free world of nations with strong and 

thy. economies. 

I am here today in support of a Mutual Security Program which 
anteptales our rams of military and economic assistance as a bul- 
wark against the threat of these aggressive forces. 

There are in the world two great centers of power and influence. 
One of these is the family of tho freenations. The other is the Soviet- 
controlled group. The United States is the keystone of the free 
world, and must be the leader in resisting the Sovict threat. 

The strengan of a nation does not depend alone on its armics, ships, 
and planes; it is also measured by its qualities of leadership, by its 
resources and industries, by the determination of its people, and by the 
strength of its friends and allies. 
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We are now engaged in building up our military and matériel 
strength, and as part of that effort we are assisting other nations in 
preparations for their own defense, those nations whoso strength will 
contribute to our security. 

Tho security of the United States rests on our own strength and on 
our unity with the other friendly nations. To doyclop unity this 
Government has jpined in regional arrangements through the North 
Atlantic Treaty and the Rio Pact. 

It would be quite unwise for us, in my opinion, to rely solely on our 
own strength. Tho most effective and least costly means of insuring 
the security of the United States is through collective security. Less 
than ‘wo years ago tho Congress by passing the Mutual Defense 
Assistance Act and ratifying the North Atlantic Treaty, recognized 
this factor and formally endorsed the concept of collective security. 

‘This has seen its greatest realization in tho development of tho 
North Atlan‘ic Treaty Organization. ‘Tho other freo nations of tho 
world are receiving our assistance to organizo their defenses. This is 
a project of self-interest for this country, of the highest and most 
preasing urgency. 

Our experience with the administration of military assistance to 
freo nations since 1949 has been encouraging. The freo world is 
stronger today because of such military assistance and the strength 
will grow. 

I am not implying that wo havo solved all problems of mutual de- 
fenso or that they will bo solved completely in tho next year, but T do 
beliove that the results already attained justify further American in- 
vestment in a Mutual Security Program. 

I have stressed the word “mutual” becauso this must bo basically a 
rogram of partnership. The nations that have been given assistanco 
ave joined with us in collective security measurements. 

They are raising, training, and organizing troops to support mutual 
security. Thoy lack certain items of military equipment that they 
cannot produce or cannot produce in timo to meet planned mobilt- 
zation schedules. 

Our assistanco basically consists thorefore in furnishing them with 
certain matériel and equipment and of helping them to dovelop their 
own organization, training, and production facilitics so that they can 
more readily tako care of themselves. In other words, wo propose to 
help thom to help themselves. ; _ 

The extent of the mutual assistance already givon the freo nations 
since tho enactment of the Mutual Defenso Assistance program in 
1949 and through May 1951 has been significant. 

There has been shipped more than 1,400,000 measurement tons of 
equipment, exclusive of aircraft and naval vessels delivered under their 
own power, as follows: , 

Eight hundred and ninety thousand tons to the countries of 
Weetern Europe; 380,000 tons to the Middle East, and 160,000 tons . 
to. the Far East, The major itoms of equipmont already transferred 
indde more then 4,300 tanks and cont ne vehicles, 2,750 major 
artillery pieces, 18,000 general-purpose vehicles, 850 aircraft, and more 

1% naval yeesolg and small craft, , ; 
sed, and grated oquipment included srdajl arms, mortars, recoil. | 
less rifles, bazookad; eleetronio equipment, and millions of rounds of . 
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ammunition, This cquipment is valued at more than one billion 
ollars. 

To insure proper use of the equipment and to provide a nucleus of 
instructors for improved training within their military establishments, 
our Armed Forces schools in this country and abroad are training, or 
havo already graduated, as a part of the military assistance program, 
more than 12,000 foreign students. 

With the aid of the military items already furnished, the nations 
concerned have now laid the foundation for their more effective 
defense. There should be a continuous growth of real strength as 
deliverics of military equipment are increased. 

The campnign in Indochina offers an excellent oxample of the 
practical effect of such deliveries. In January, the Communist Vict 
Minh troops, equipped and trained by the Sovicts and their satellites, 
wero driving in full foree against Hanoi, tho capital of Tonkin. 

Tho timely arrival permitted the uso by the Franco-Victnamese 
troops of planes, artillery, and napalm bombs supplied under the 
Mutual Defense Assistance Program in halting the Communist 
attack less than 20 miles from its objective. Some of the equipment 
was landed in Indochina less than 2 weeks before the battle. 

While the courageous conduct of the French and Vietnam troops 
was responsible for this military success, the timely military aid may 
well have provided the necded mangin for victory. 

That victory has served Victnam as a tonic. Since then it has 
steadily increased its armed forces. It has greatly expanded its 
training program. It has pledged 55 percent of its revenue to national 
defense. 

While Victnam is the most dramatic example of the impact of 
United States aid in stemming the agercesive aims of the Krenilin, the 
result of such support in Greece, Turkey, and the Philippines has 
been far reaching. 

A crucial test of the success of tho Mutual Security Program must 
be met in Western Europe. Military assistance to these nations offers 
the best prospect for the success of our collective security efforts. 

Tho North Atlantic Treaty Organization has been in existence less 
than 2 years. Tho members have agreed to concentrate on tho 
creation of balanced collective forces for the NATO area as a whole 
rather than attempt to build up in each country the forces deemed 
necessary for its own independent defense. 


Tho acceptance of this principle involving difficult and often un-_ 


popular departures from national traditions demonstrated a willing- 
ness to rely on others for tasks vital to a nation’s own defense. 

Tho North Atlantic Treaty Organization has recently improved tho 
machinery of its operations. It has taken affirmative steps to mobilize 
dofense efforts. The military committee, its standing group and 
subordinate command headquarters have been established and aro 
oporating. 

General Bradley, who represents the United States on the military 
committee, will discuss this subject with you. 

Tho recommendations of the military committee as to the forces to 
be Provided by each member country have been approved by the 
Defense Ministers and received govetnmontal agreement -as the 
desired objective. 
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The Defense Ministers have recommended to their respective coun- 
tries the adoption of basic principles for effective training and mobili- 
zation procedures and measures for the maintenance of sufficient 
trained military manpower. The establishment of an integrated de- 
fense force has been approved and is in process of organization under 
tho leadership of General Eisenhower. 

The organization of the military procurement and production of 
the NATO nations is being pressed so as to secure the maximum 
preduction at least cost and in the shortest time possible. 

All of the NATO countries (in Western Europe), except Iceland 
which has no army, have compulsory military service. Since the 
signing of the treaty, five have extended their training periods. 

All of them have Hentened the conditions for exemption from mili- 
tary service. Since the receipt of equipment from the United States, 
the quality of training among all of them has improved. Morale has 
improved. ‘The confidence and the determination of our treaty part- 
ners: has grown considerably in the past year. An added sense of 

ency has been developed among them. 

he United States has taken more positive steps to meet the dan- 
gers of our times than have the governments of Europe. I regret to 
report that some, for one reason or another, have not seemed to do 
all that theyecould do. They have their problems, of course, but so 
do we. I make this comment because we should not build up in any 
one country & false sense of security in the belief that present efforts 
are adequate. 

In the Near East, in response to request for aid, we have entered 
on a grant basis into bilateral mutual defense assistance agreements 
with Greece, Turkey and Iran. Improved conditions in Greece and 
Turkey today are in great measure the result of such assistanco. 

We are continuing our mutual assistance to these three countries 
to enable them to maintain internal security and to increase their 
capability to resist external aggression. 

he maintenance of stable conditions in this area is just as im- 
portant as the development of military strength. Economic stability 
and military security taken together are the most dependable anti- 
dotes to communism. 

In Asia, we are proceeding along similar lines. In Formosa wo are 
strengthening its military defenses and have increased both the size 
and the scope of our military assistance advisory group to that 
island. In Indochina and in the Philippine Islands our military 
assistance continues to support successfully operations against the 
spread and influence of aggressive communism. 

In the Western Hemisphere the need for cooperative defense has 
become increasingly clear to our American neighbors. Under existing 
legislation, we have been providing them with military equipment 
on a reimbursable basis. We have assisted Canada in her rearmament 
program. We have also made considerable progress in the standardi- 
zation of equipment among the nations of the Western Hemisphere. 

At their meeting in Washington cartier this year, the Foreign 
Ministers of tho American Republics charged the Inter-American 
Defense Board with proparing as vigorously as possible the military 
planning for their common defense. & 

That task is now being sapidly carried forward. ‘T’o assure @ more 
active role in the defense of the Western Hemisphere by the Latin 
American Republics a plan of grant aid wil] have to be undertaken. 
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The full program should associate the military and strategic re- 
sources of the other American Republics with those of the Bnited 
States and assure the delivery of casential strategic materials and 
the accomplishment of hemisphere defense tasks. 

I have dwelt largely upon the military assistance aspects of the 
Mutual Security Program. Now I wish to emphas.ce the great 
importance of its economic features. Under the Economic Coopera- 
tion Act of 1948 the free nations of the world have made a remarkable 
economic and spiritual recovery. 

Now when they are in a position to reap the advantages of their 
renaissance, they find themselves, just as we find ourselves, in a 
position where we must strain our economy to become sufficiently 
strong in a military way to deter, and if necessary to resist, aggression. 

The need for prompt rearmament and the importance of givin 
economic support to the defense of the free nations make it essentia 
that economic assistance be continued by the Unifed States. 

Economic aid in varying size for the individual nations will be 
required for the following general purposes: | 

1, To support rearmament programs among nations which might 
become impoverished if they had to depend solely on themselves. 

2. To enable some nations to produce their own munitions, espe- 
cially in Europe where armament facilities can be adapted to produce 
modern equipment. Such production could relieve the United States 
ultimately of a continuing grant-aid program. 

3. To assist in the financing and building of civil facilities required 
to meet military plans, such as communications, airfields, and harbors. 

4. To strengthen the underdeveloped areas of extremely low 
standards of living, low standards of literacy, poor conditions of sani- 
tation and health and high death rates. ‘There a large part of the 
world's natural resources are found and there the Communists are 
trying to exploit the impoverished situation to their advantage. [t 
is the tradition of the United States to aid the aspirations of people to 
improve their lot. This is the time when American self-interest and 
the welfare of the peoples in the underdeveloped areas become a 
common cause which can be advanced by a judicious distribution of 
our economio assistance. 

In urging these measures of foreign aid, the Defense Department is 
keenly aware of the cost involved and especially that this cost must 
be added to the funds required for the defense of this country and its 
interests overseas. 

Foreign sid will represent about 15 percent of our total defense 
budget. We consider the investment necessary because we believe 
that it will strengthen the security of America and of the free nations. 

The duration of the military assistance program, must depend on 
future events. All things being equal, and I[ realize that things will 
not remain static, I feel that the requirement for funds for our Military 
Assistance Program will bo at least the same level in fiscal year 1953 
and in fiscal year 1954 as is being requested for this fiscal year. 

Thereafter most of the European countries should be in full pro- 
duction, their initial rearmament well under way, with general finan- 
cial capabilities to maintain such a lovel of defense, so that their 
requirements for military end items from the United States can be sub- 
stantially reduced. . ; 

The requirements of each of the nations participating in this 
Mutual Security Program have been examined carefully in the tight 
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of our own pian and resources, and the capabilitics of cach nation 
to help itself. The program is designed to keep war from our shores, 
to discourage attack on ourselves and our friends, and to support 
the principles of freedom which aro our heritage. 

In brief, I beliove that the Mutual Security Program, which will 
be presented to you by other witnesses in more detail, should: be 
authorized by the Congress of tho United States. 

I would like to’add more informally, Mr. Chairnian, an expression 
of my feeling that this program is integrated with our general program, 
specifically our recent budget request of the Congress for some 
$60,000,000,000. All of these matters havo been considered together. 
At the present time I consider the foreign aid program of major im- 
portance to be done as quickly as it can bo managed. It has tre- 
mendous importance—tremencous significance—and a great psycho- 
logical influence on what pappens in the world among our friends. 

Chairman Ricnanrps, Thank you, Mr. Seeretary. We will proceed 
-under the 5-minute rule now. ; 

Concerning that last statement you made, I want to ask a question. 
You havo a $60,000,000,000 budget for our own defense establishment 
at home. You have a request hero of $8,500,000,000. Something 
over 6 million is for military aid, and over 2 billion for economic aid. 

You testified very forcefully to tho effect that you feel that tho 
passago of this legislation is necessary, and a wise step in the interest 
of the security of tho United States. 

In your mind, Mr. Secretary, from the standpoint of security, 
how does this proposal compare with the $60,000,000,000 budget 
request in importance? Would you say they are equally important, 
‘or is one more important than tho other? - 

Secretary MARSHALL. With respect to timing I think this is the 
more important at the moment. Certainly it is hard to say that they 
are on equal ground or not on equal ground. As a matter of fact, 
_ I think this is the best answer I can give to your question: Both pro- 

ams are part and parcel of the general plan, and they could have 
een put in a one-budget approach to the Congress. That, however, 
would not have been a favorable method of having them considered, 
because there is so much difficulty in making clear the various issues 
involved, and just what portion was foreign aid, and what portion 
was the $60,000,000,000 program. They are all part and parcel of 
the same plan. : 

The $60,000,000,000 program creates a reaction very specifically 
and naturally among the taxpayers. This bill does too, but $60,000,- 
000,000 is a much larger amount of moncy. 

This particular bill will create a very impressive reaction all over 
the world among our friends. It is exceedingly important that 
they havo the earliest possible assurance that we are going ahead with 
tho genera build-up plans. ‘This is a part of these plans, of which 
the $60,000,000,000 is a part. Jt is all, you might say, in the samo 
fund because we are arming their men to fight in the common cause. 
I think we have to keep that in mind. Tho $60,000,000,000 bill is in 
part for arms for our men. This bill is for arms for their men. 

It certainly is common sense, I should think, that we carry out, 
or that we bring into useful employment, 'as much of the manpower 
of our allies as is practicable. That is greatly to our own advantage, 
that is, to the advantago of our own security, and it tremendously 
atrengthons tho situation 6f the freo nations in the world. 
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All of that is involved in this, and further, I think you have to 
bear particularly in mind the tremendous psychological factor. Aside 
from the convenicnco of Congress in understanding the matter more 
clearly that would be one reason, for instance, to make this a separato 
bill. However, it might be lost if we would come in and ask for 
$66,200,000,000, or whatever the oxact amount is, which would be tho 
approximate Defense Department budget, if theso two are not 
separated, but they aro all part and parcel of the same plan. 

To put them into effect, the onan has confirmed theso treatics 
and our North Atlantic Pact procedure, and this is part of it. This 
enables us to go forward with that. That, I think everyone will 
concede, is of tremendous importance. 

There aro feelings, and I stated it very specifically in my formal 
comments, that some uf the nations are not goin forward as rapidly 
as wo think they should, but oven there I think we should bear in 
mind we aro dealing with nations that have been finder the aggressor’s 
heel for years, and have had their wrecked economy to recover, and 
their spirit and their courage to revive. Their picture is quite different 
from ours in tho human reactions. They have had great political 
complications, and I think gradually they have triumphed over all 
those difficulties. They are now at the crucial point, from which I 
think progress can bo made far more rapidly than during the past 
year and three-quarters of organization. 

Chairman Ricuarps. Then, Mr. Secretary, you feel from the stand- 
point of our own national defense that this propor! is just as important 
as the $60,000,000,000 budget proposal itself 

Secretary MarsHatv. Yes, sir. It is part of the samo plan. 

Chairman Riciarps. Dr. Eaton. 

Mr. Eaton, Mr. Secretary, I tako it that your testimony is based 
upon tho fundamental conviction that the whole world is engaged in a 
strugglo between freedom, on one sido, led by the United States, and 
slavery on the other side, led by Russia. Is that correct? 

Secretary MARSHALL. Yes, sir. That is correct. 

Mr, Eaton, There aro only two possible ways for us to go. One 
is for us to continue to fight until we win, and the other is to surrender 
and become enslaved. Is that correct? 

E Secretary Marsuatv. [I am not trying to disagree with you, Dr. 
aton, 

Mr. Eaton. Can wo exist half slave? . 

Secretary MarsHatt. Wo would find our way of lifo completely 


anged. 

Mr. Eaton, Our what? ; 

Secretary MarsHauu. Our ways of life completely changed. 

Mr. Eaton. I have said your testimony is based upon the fact 
that we are facing one of the most serious mo:nents in our history and 
the history of our world. Is that right, sir? 

Secretary Marsuawv. I think it is one of the most critical periods of 
American history. 

Mr. Eaton. Yes. Thank you, Mr. Secretary. 

Chairman Ricuarps. Dr. Morgan. 

Mr. Moraan, Mr. Secretary, in the testimony of the Secretary of 
State it was brought out that the cost of this program in the next 3 
years would approximate over $25,000,000,000. Do you believe that 
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the progress today of the NATO organization justifies this further 
investment? 

Secretary MaRsHALL. Yes, sir. I do. 

Mr. Morgan. Mr. Secretary, do you believe the admittance of 
Greece, Turkey, and Spain to this program immediately would add to 
its strength? 

Secretary Marsuatv. I think it would. Of course, Greece and 
Turkey are recipient countries under this program. 

Mr. Morgan. That is all, Mr, Chairman. Thank you. 

Chairman Ricnarps. Mrs. Bolton. 

Mrs. Bouton, Mr. Secretary, may I follow up Dr. Morgan’s idea 
a little? This is a tremendous expenditure of $60,000,000,000, and 
the sum involved in this particular bill is $8,500,000,000. 1 am won- 
dering upon what basis you feel that the United States can stand the 
impact of that sum upon its economic life, remembering always that 
there are many other expenditures that have to be met. 

Secretary Marsnauv. Mrs. Bolton, I think the financial and cco- 
nomic factors are of the greatest importance to us. In one sense we 
have not much choice. We are confronted by a situation. What 
are wre going to do about it? Can our economy stand this furthe 
stre 

Now, it is specifically for this reason that I exerted my efforis over 

a long period of years in connection with universal military training, 
‘because I felt if we did not have some such system we could never 
have an enduring system of defense, for we would be wrecked finan- 
cially. So, my interest has been concentrated on so Granting our 
affairs in connection with our position in the world as to military 
posture, that it could be maintained through a period of years without 
‘ruining us financially. : 

Here we have a situation which, from my point of view, we cannot 

avoid. We have to do the best we can with it. What we havo 
done is to conduct the most searching screenings abroad with these 
people, and here at home, to cut down all of the nonessentials we 
‘can locate, and in putting this in a form or in a manner that seemed 
‘best adapted to our general interests and security. However, I will 
repeat again that we have a limited choice unless we resign ourselves 
-to a tragic situation. 

Mrs. Boron. Do you feel that the country can take this truly 

terrible financial drain uber ite resources. ; 
. Secretary Manswatu. I feel it can take it, but I am quite certain 
it cannot take it indefinitely. That is one reason why when I was 
involved in the question of tha European recovery program, I felt 
it must be put on 4 very definite basis of termination and no doubt 
about it. It has seemed to work out very well on that basis. I am 
told now—I am a very poor witness because I am not sufficiently 
fawiliar with all of the factors—but I am told now that except for 
Greece and Italy and one. other‘country, they can pretty well get along 
by themselves. . ; 

Mrs. Bouton. Mr. Secretary, you spoke of cutting down on non- 

.essentials, I think that is one of the phases of this whole program 
which troubles 8 great many of us. We would like to see a more real- 
‘istic approach to economy within the defense groupings of the United 
States. We do not like to find that blankets, for instance, are being 
sold as surplus at $2, while new blankets and far better blankets than 


sny of us have in our homes, are being stipulated as necessary at 
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twenty-odd dollars apiece for the new army. Why cannot the old 
ones be used? 

One of the most responsible Members of the Congress told a group 
of us the other day that he has had the personal experienc? of secing 
blankets being cut in two and then sewed together again by women 
employed for that purpose, so that they could be sold as surplus. 

It is matters of this kind, Mr. Secretary, which reducs tha confidence 
of the people in the whole defense planning. It is one of the reasons 
why some of the congressional group are determined on having cuts in 
the programs, because they fecl that until the cut hurts, nothing will 
be definitely done about it. 

Secretary MARsHALL. 1 would say, Mrs. Bolton, that this is a case 
where you must be very careful you are straight on both ends, that is, 
cause and effect, and particularly cause. Yoy have expressed the 
term “Defense Department” two or three times. I do not think we 
are selling surplus property that has uty = 

Mrs. Botton. Some of us, of course, had experience with the throw- 
ing away of matéricl at the end of the war that we verified through the 
Department. Wesaw the utter wastefulness of it, and the utter, utter 
lack of any understanding of what it is to use what one has. Tt has 
left. us with a very bad taste in our mouths for many of the things 

‘which are appearing today. sss } ; 

I mention this because I think it is exceedingly important that the 
Department of Defense become thoroughly aware of the attitude of the 
people of this country. They will not be willing to take on $66,000,- 
000,000 in that one item of expenditure alone unless they are certain 
that a great deal of it is not going down the drain or into the ocean, 
the way it did before. 

Secretary MarsHALv. I will add to what I have already said, Mrs. 
Bolton, I do not know how many committees we havo that are 
inspecting all over the country, trying to find where they followed the 
old conventional pattern of using more peoplo than are necessary in 
doing this or doing that. Of course, we get a great many letters 
calling our attention to alleged wastefulness, and we also receive a 
great many letters from Members of Congress cate our attention to 
such matters. Each of us—Mr. Lovett and myself—has put some- 
body on the trail to find out just exactly what the true conditions are. 
I would say that 1 time out of 10 we find something that needs to be 
corrected urgently. 

Mrs. Botton. The method of sale and the actual destruction of 
euro goods has been a pretty bad business. 

hairman Ricuarps. Mr. Battle. 

Mr. Batriy. Mr. Secretary, it is good to see you this morning. 
Before I start I would like to say that I appreciate your posing for a 
picture with some of my good constituents and friends who are sitting 
in the back of the room. I hope I can Bet a copy of the picture. 

have one question, Mr. eee: o you think there is a good 
chance that Europe can successfully carry most of the burden for 
the common defense of that area, considering both manpower and 
production, within the next few years? 

Secretary Marsnauy. Well, of course, the first question is just 
exactly what do you mean by “the next few years.” I have alread 
stated that I think it will be advisable to recommend the appropri- 
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ation of a sum similar (o that in this logistation for the 1953 and 1054 
fiscal years. T would feel that there coufd not be a sudden drop-off 
at that time, but I do feel wo will have accomplished all of tho basic 
preparation, and I would hope wo will have been able to arrange 
things so that the provisions as to raw materials and matters of that 
sort will bo taken caro of. Wo will have put recipient countrics 
generally into production atong these lines, and that maintenance 
could be very quickly taken over by those countrios and thereby relievo 
us of that cltarge. 

The eventual replacement of the major matéricl that they probably 
would not bo equipped to turn out will have to be considered at that 
time, but I should imagine wo ought to get them into a condition 
where they can make that on a reimbursable and not 6 grant basis. 
Tt should be a phasing off. 

I am going ahead with the feeling that wo should be ablo to carry 
that out pretty rapidly. Of course, there are a great many imponder- 
ables and the situation changes from time to time. Tam convinced 
that we cannot go on with this business indefinitely. That cannot bo 
done, I am as convineed of this just ns I was convinced that wo 
could not go on with the ECA indefinitely, and that will not have to 
be done. I hopo this works out on that same basis. 

Woe aro trying to consider the pros and cons very carefully and 
do it in such & manner in our agreements with them as to what wo 
will do and what we will not do on the current supply basis, so that 
it will permit of the development of tho situation along the fines I have 
indicated. 

Mr. Barrie. Is it true, Mr. Secretary, that. there is a vast amount 
of manpower in Europo which will be available as soon as thoy can 
be equipped and supplied? 

Secretary Marsiwa.n. Yes, sir. 

Mr. Barrie. ‘This should reliove our burdens atong that line con- 
siderably? 

Sccrotary Marsuary. It will, I hope, very much, 

Mr. Battur. Thank you, Mr. Chairman. 

Chairman Ricnarps. Dr. Judd. 

Mr. Jupp. Mr. Secretary, when you were testifying before us 
about 3 years ngo on the plan which bears your name, I asked you this 
question, and I bring it up because of the current negotiations or 
pros eclive negotiations with various countries regarding a ccase- 

iro in Korea. I said: 

If North China and Manchuria should be taken over and organized by the 
Communists, do you think our position in Kores will long be tenable? 

You loft out tho word “long” in your answer and said: 


It will not be tenable. 

My question now is, if there is a situation where wo and the Com- 
munists, including the North Korean Communists, and the one million 
or 80 Chincso, cease fighting in Korea, but thoy still control Man- 
churia, do you think it is possiblo for Korea to be securo and inde- 
pendent? ; 

Secrotary Maranaty. Dr. Judd, I would ety that to a considcrablo 
extent that is going to depend on our awn stato of power in tho 
Pacifio, and tho status or military posture of tho nations of the freo 
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world, That is all involved in it. Geographically, Korea presents 
a very weak spot for defense by us and the other nations concerned. 

Mr. Jupp. Or by itself. 

Secretary Mansia.y. Well, by itself too. But T think there has to 
bo taken into consideration what the situation is if we are powerful 
in the world. At the time I made that statement I think we had one 
and one-third divisions in the United States; and Korea, in my 
opinion, under conditions like that, was utterly untenable. 

Mr. Jupp. If we are trying so hard to get out of Korea now, would 
you suggest we go back in 

Sceretary Mansuary, Tam suggesting, Dr. Judd, that the chances 
of our having to go back in beeome very much more remote. 

Mr. Jupp. Do you think ‘the prospects of our going back in—— 

Sceretary Mansitauv. I think, Dr. Judd, that a large part of tho 
development of this Korean tragedy came from ofir weakness and the 
fecling in the world that we were weak and nothing would be done 
about it. From then on there came a great change in the attitude of 
the world, and our own position of strength, ail that plays quite a 
part in the matter. 

Geographically, as I said, there is a great problem of defense, but our 
own position of strength and that of the free world has a decided intlu- 
ence on what may or may not occur in Korea, 

When you consider the subversive side of it and matters of that 
sort, that is quite a different problem. 

Mr, Jupp. One of the reasons we are trying to get out of Korea and 
have been pursuing the Communists for months to try to get them to 
give us a chance to dicker with them is, I understand, in order to con- 
centrate our strength in Europe, which is considered moro impor- 
tant. If when we have greater strength, we move it to Europe, is 
that going to have much influence on events in the Far East? 

Secretary Marsuate. I think you have made a statement. that a 
litle overextends the situation. What we do not want to do is to 
commit ourselves on the continent of Asia any more than it is absolute- 
ly necessary that we should do. 

Mr. Jupp. That is right. 

Seerctary Manrsnaty. We are not talling about Japan at the 
present time, or places of that sort, but it is very unwise for us to have 
any serious commitments that may lead to greater commitments on 
the continent of Asia. 

Mr. Jupp. You know that I have agreed with you on that for moro 
than 3 years, and opposed sending our land forces where they are now. 

What do you suppose the Communists in China are likely to be 
doing if they extricate themselves from their present difficulties in 
Korea? 

Sceretary Marsuaut. I think first they have to reorganize some 
armies pretty much from the ground up in order to recover somo of the 
strength they had. I would hope they are going to have difficulties 
among their own people because of what has been suffered in this,. 
although I-reatizo their people learn very little about it except, that 
their own intimate members of their famitics do not appear again, or 
do appear coped T think that while we need not expect an olive 
branch to be held out, we will bo regarded with much more respectful 
consideration than wo have heretofore. 
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Mr. Jupp. Do you not think that maybe one of the reasons they 
want to get out of Korea now, if they do, is so that they can reorganize 
their forces at home and also liquidate the increasing opposition there? 
Japan’s great mistake was in attacking us before she had liquidated 
Chinese resistance in her rear. 

Secretary MarsHAue. That would lead to the observation that wo 
should not get out, and I do not. agree with that at all. 

Mr. Jupp. Iam not trying to lead to that observation. Iam trying 
to get your views because I know you must havo considered all of the 
various alternatives and you are a military expert and I am not. 
- If the Communists get the opposition liquidated, as they probably 

could and would, and then a rebellion starts, say in Burma and they 
send a million Chinese “volunteers” into Burma, would you suggest 
that we organize a “police action” in Burma or urge the United 
Nations to go into Burma, and we be back on the continent again? 
Or would you let them take it? 

Secretary MarsHaty. I would say at first they would be very 
hesitant to go into Burma, because they have had quite a lesson in 
Korea, and I think they would hesitate quite a bit before they would 
move into Burma, except by subversion and by methods of that kind. 

However, what I would recommend on that I would not state here 
publicly anyway. 

ne of our difficulties is we are telling everything in the world that 
we think and are going to do, and we learn nothing whatever about the 
other side. 

Mr. Jupp. And more often we tell what we are not going to do, 
which is even more dangerous. 

Chairman Ricuarps. The gentleman’s time has expired. 

Mr. Jupp. I will be back later. 

Chairman Ricnanps. Allright. Mr. Zablocki. 

Mr. Zasiocxi. Thank you, Mr. Chairman. I have no questions. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Furton. I am glad to see you, Mr, Secretary. I am one of 
those who has been opposed to many of the policies of the Admin- 
istration, but I do respect you as a fellow patriot. I know you are 
doing the best you can for the United States. I am disassociating 
myself in my disagreements from people who are opposed to you in 
another fashion. 

I would like to ask you about the fact that we need this military 
support abroad as well as the economic support that you had pre- 
viously recommended. We have 7 percent of the world’s population 
and ‘we get a large part of the 65 strategic materials from abroad. 
Would you say it is necessary to the security of this country to have 
this program in order, first, to insure the defense of our shores; and, 
second, to insure that we have the sinews of defense, that is, the 
strategic materials? 

Secretary Marsnauy. I would say that iz correct; but, of course, 
you have to consider along with that, the factor of maintaining our 

ends in a free world. The fact that the great technical skills are 

there, and the manufacturing facilities are there, particularly in the 
‘ Ruhr district, must be considered, and the,fact that the loss of them 
to the Soviet regime would put our position with respect to matériel 
factors as well as to population resources in a very sad way. So, 
all of those things are involyed, definitely. I am glad you brought out 
, 
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the point that the strategic materials and the certain facilities that 
we are hoping to create in thosa countries for our use are of inimense 
importance to us. 

Mr. Funtoy. In nig es to Korea, might I recall to you that the 
thirty-eighth parallel happened to be an accident, because it was 
merely the method of taking over, as we all know, the adverse forces 
in North and South Korea. I wondered whether it would not be 
possible to disregard the tall: of the thirty-eighth parallel if we are 
negotiating for a settlement and, rather, look at the best. place where 
Korea might bo held militarily and developed economically, and base 
our approach to it on that. 

There is no doubt, I believe, that the best line would be, for ex- 
ample, at Tokchon, Anju, and Hamhung. That is a line from the 
west to the east along the waist of Korea. If that is the case, then in 
the part we would be holding there would be all of the northern in- 
dustrial part of North Korea north of tho thirty-cighth parallel, and 
in addition we would have a road across at the waist, running from 
east to west. 

Now, on the other hand, if you take the thirty-eighth parallel and 
we retreat or move back from that, we then are left solely with the 
agricultural part of Korea that will not be able to support itself, 
because the industrial part will then be almos* entirely in the North 
Korean part of it. The Communists hold that, and they will again 
subject to these pressures the thumbnail tip of Korea. 

As between the thirty-cighth parallel as a line of demarcation, and 

8 line that might run along the waist, solely as a military matter, 
could you tell us which would be the best to bo held in the future for 
security? 
, Secretary Mansuavy. I think your analysis of the situation is very 
interesting. I take no issue with it, but I must say that I do not feel 
I should discuss here in open session a matter of that kind, at this 
particular time especially. 

Mr. Futton, I will not discuss that further. Tho South Koreans 
have certain reserves which we were talking about training and help- 
ing, numbering, I think, in excess of 100,000 men. ‘Those reserves 
have been now in large part released. Why was that done? Why 
could we not train those South Koreans to help defend their own 
country and thereby relieve us of either asking for more troops from 
abroad or from supplying our own men? 

Secretary MarsHAue. I would say in part when you use the word 
“reserves,” that is a designation that was made politically in South 
Korea and does not quite fit the circumstances. That particular 
factor has been discussed, I think, quite frequently. So fer as the 

-military authorities are concerned on our side, it was felt to be both 
an impractical and unwise procedure. We were making every use we 
could of their people to the best effect that we could, it seemed, and 
I would not wish to state here in open session—— . 

Chairman Ricwarps. Mr. Secretary, if you testify at all on that 
question, would you not rather testify in executive session? 

Secretary MAarsHA.u. ‘That is what I was going to say. 

Mr. Fuuron. I would be glad to have that done. ‘ 

Secretary Marsuati. It would be very disadvantageous to go into 
frank statements regarding that, except to say that the terminology 
ube was a political terminology that did not fit the military circum- 
stances. 
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Chairman Ricianvs. Tho time of the gentleman has expired. 

Mr. Ribicoff, 

Mr. Ripicorr. Thank you, Mr. Chairman. I have no questions at. 
this time. 

Chairman Ricnarps. Mr. Javits. 

Mr. Javits. Mr. Secretary, wo are very glad to have the privilege 
of getting your viows and opinions again. I am going to ask you a 
question. If you feel you would rather not answer it on security 
grounds, I know you will say so. 

I gather from what you said in responso to Dr. Judd that one of 
the limitations upon our freedom of action as to whatever we thought 
wo would like to do with respect to the Korean situation, was our 
military inadequacy. 

Sceretary Manstatt. That is correct, sir. 

Mr. Javits. Therefore it is intimated now that wo and the other 
free peoples may begin soon to proceed in terms of international 
Buarantics of the inviolability of territory, because we will be able to 

ack it up? 

Sceretary Marsuatu. That is correct, sir. 

Mr. Javits. Tho arguments that have been made about the fact 
that we havo not gone to the seat of the difficulty, that is, those who 
wero fomenting this aggression, has been attributablo to the fact that 
we could not militarily back up that kind of a big stick. Ts that not 
@ fact 

Secretary Marsnwauy. That is a fact. 

Mr. Javits. And as we get to the point where we can, we can deal 
more adequately with that situation? . 

Sceretary Marsuaue. That is correct, sir. 

Mr. Javits. Now, is the issue in this particular legislation, Mr. 
Secretary, whether we do or do not want allies? 

Secretary Marsi#Auv. It amounts to that. 

Mr. Javits. Is that tho reason why tho Seeretary has said that this 
should be considered separately by the Foreign Affairs Committeo— 
this issuc? It is truo we are going to be shipping to a large extent 
military end items, and that they will be a part of our total military 
end item production, which includes the $60,000,000,000 approprin- 
tion; but it is a fact, however, Wo are putting these arms in tho hands 
of people who are not United States troops and who aro allics whom 
wo must trust if we are going to arm them at all and that, therefore, 
that is a political and o diplomatic decision rather than a military 
decision? ‘ 

Sceretary ManrsHauv. Primarily, yes. 

Mr. Javits. So that as I asked Secretary Acheson I would like to 
ask you, too: Is it not a fact that this is tho pay-off vote on the big: 
debate? In other words, wo aro asked to decide whether we are to 
go it alono or have allics, and the Mutual Security Program repre- 
sents saying that we want allics? 

Secretary Marsuauz, That is correct, sir. 

Mr. Javits. Would tho Scerctary care to make any statement 
through us here to tho people as to the slackening off or the fecling 
that there might bo a permissible slackening off in the whole defense 
mobilization effort in view of this talk of a truce in Korea? 
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Sceretary Manrsnauy. Iam glad you asked that question becauso 
that is the most serious consideration that we have, or at least IT have 
at tho present time. FE have gone through a great many of these 
sluck offs. It seemed to me in the last war every time we won a 
success, beginning with ‘Tunisia, I was in deep trouble back here on 
the question of civilian production, and things of that sort. It got 
worse and worse as we got on. This has had an immediate effect. 

Tam informed a great many, or most of the selective service centers 
around the country, are reeciving tetters from the young men to find 
out whether now they should report or not. General Hershey’s 
office informs us they are getting a large number of the same sort of 
requests. In tho Defense Department we are receiving letters from 
Reserve Officers under cath who want to know whether now they 
should come forward. 

Aside from tho tragedy of the casualties, Korea is an incident in 
the world picture, and the indications at the- present time in my 
Gpinion are that wo should make greater efforts than we have up to 

ate. 

Mr. Javits, Would the Gencral care to assign any reason for that 
in addition to what we all know to be the general situation, as to why 
we should make greater efforts than we have? 

Seeretary Marsuauty. Because the build-up, as we gather it, is 
rather ominous. 

Mr. Javits, That is, the build-up on the other side? 

Sceretary Marsiann. Yes, sir, 

Mr. Javits. Make it more necessary for us, in more profound 
terms than Korea, to be even more prepared and vigilant. 

Secretary Marsuauy. Yes, sir; that is correct, sir. I was asked a 
question a few minutes ago that led to what was going to happen 
when the Chinese Communist volunteers were released from Korea. 
One of the happenings I am worrying about is that we might relax as 
a result of this situation. That is the most serious consideration of 
all, How we meet that and how wo meet that public reaction all 
of you can judge as well as I can, but it is very serious. 

As I say, aside from the tragedy of the casualties, Korea is an in- 
cident, aiid the world picture requires us not only to continue to build 
up our strength, but I think in some respects to inercase the effort. 

Chairman Ricuarps. The gentleman’s time has expired. 

Mr. Burleson. 

Mr. Burueson. Mr. Chairman, may I ask what tho plan is for 
procecding? 

Chairman Ricianps. I should state that. Mr. Secretary, wo aro 
oing to have to stop these hearings here in about 20 or 30 minutes 
ccause wo have 8 great deal of legislation on tho floor. I will say 

that the clerk is keeping check on the time, so that we will have time 
enough to get there. 

Mr. Seerctary, would you be availablo Monday at 10 o'clock? 

Secretary MArRsHALL. Yes, sir. 

Chairman Ricuarps. Thank you very much. Was thero any- 
other question you wanted to ask? 

Mr. Burreson. No, Mr. Chairman. I will just try to be brief im 
my questioning. 

Chairman Ricuanps. Yes, sir. 
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Mr. Burreson. Mr, Secretary, at the bottom of page 3 of your 
statement, in the second sentence of the last paragraph you say: 

The members have agreed to concentrate on the creation of balanced collective 
forces for the NATO area as a whole rather than attempt to build up in each 
country the forces deemed necessary for its own independent defense. 

Now, Mr. Secretary, does that mean that the United States will 

ive greater emphasis to ono or possibly two branches of our serv- 
Ices at the expense,'let us say, of another? 

Secretary Mansuaty. I can illustrate. No. We have asked them 
to agree to build this up in a balanced manner not with respect to ono 
country, but with respect to the whole. 

The best illustration I can givo you of that is this: I would like this 
to bo off the record. 

Chairman Ricnaros. That will be off the record. 

(Discussion off tho record.) 

Mr. Burveson, From there, General, we could probanly gointoa 
discussion of the airfields in Europe, which proba ly you would not 
want to discuss in public hearings. If so, I shall reserve questions 
for executive sessions? 

Secretary MarsHaty. That did not apply to that solution. For 
instance, we would not recommend to you that we appropriate monoy 
for a stretegic bombing force for somo nation in Western Europo 
when we have an adequate strategic bombing force to provide that 
defense or offense for all of them. So we do not want their money 
spent that way. At least, we would not contribute to that, and in tho 

eneral agreement which has been reached in tho NATO discussions 
it has been to the effect that there be a common development here with 
each one doing the part it could do best for the whole. That is 
difficult to arrange in a country, because cach ono wants a complete 
defense of its own, so you are asking them, in a senso, to surrender 

a sovereign right. 

Mr. Bureson. But as it affects our own set-up, we would also, as 
& member of the NATO set-up, bo obligated to furnish a particular 
force which will not cover our entire forces. In other words, would wo 
not contribute a specialized force, whatever it may be? 

cretary MarsHauy. Yes. We are committed along these various 
lines, but I am talking about our building up forces which had better 
be left to somebody else to look after. That means they have to de- 
pend on somebody else to use those forces in their defense, and that is 
& very hard concession to obtain from any country. ; 

Mr. Burvegon. In executive session with the general, Mr. Chair- 
man, I would like to have borne in mind that I would very much like 
to discuss this airfield situation in Europe. 

_Somo time ago, as you remember, General, 10 days or 2 weeks ago 
there was a newspaper article intimating that we intended to surroun 
the Soviet Union with airfields. I thought it was a most unfortunate 
bit of publicity. ae . Eh te 

Secretary Marsuatv. I hope this is held in executive session, sir. 

Chairman Ricwarps. We will gointothatalittlelater, 

.: Mr. Bunteson. May I ask this further question, Mr. Chairman? 

‘” Chairman Ricuarps. You have one more minute. 

Mr, Burteson. At the bottom of page 4 you make reference to the 
Middle East, particularly Greece, Turkey, ond Iran. Now, you 
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speak of the improved conditions in Greeco and Turkey, and of course 
we can hardly say there are improved conditions in Iran. | 

What do you think, Mr. Secretary, should be our view with reference 
to the aid included for Iran in this program? 

Secretary Manrsuauu. We are making no change in our program 
at the present moment. ‘This is an affair of the moment, and wo hope 
it remains of the moment. We should not chango every instant some- 
thing goes this way or that way. So wo make no changes at the 
present. time. 

Mr. Burreson. But it would have to be flexible enough so that we 
could make those changes on short notice and upon immediate 
decisions? 

Secretary Marsuauy. Oh, yes. But, to come to a decision at this 
instant would bo premature. 2 

Mr. Burteson, Thank you very much, Mf. Secretary. Thank 
you, Mr. Chairman. 

Chairman Ricuarps. Mr. Herter. 

Mr. Heater. Mr. Chairman, I think the Secretary may want to 
correct one thing in his testimony as he presented it in written form 
here for tho record, before it gots out too far. 

On page 4, in the middle of the page, you have a statement: 

All of the NATO countries, except Ieclatid which has no army, have compulsory 
military service. 

I think you forgot Canada is also a NATO country, and Canada 
has no compulsory military service. 

Secretary Marsuauu. ‘Thank you very much. 

Mr. Herter. I thought you would want to correct that. 

Secretary Marsuaty. We could add “in Western Europe.”’ 

Mr. Herter. On page 2 of your testimony you give certain figures 
with respect to the tonnages that have been delivered under the 
Mutual Defense Assistance Program to various sections of the world, 
I am wondering if you could tell us just how those tonnage figures 
were arrived at? I donot mean in detail st all, but what the mechanica 
are within our own Government with respect to the making of the 
determination as to the sending of these end items to various countries. 

In other words, does the process initiate in the Defense Department 
and then do you have to go through the National Security Council, 
or what exactly are the various steps that are gone through in deter- 
mining what end items should be sent to what countries? 

Secretary MarsHatu. The original calculations, of course, are made 
in the Defense Department. e general policy is one that is given 
confirmation in the National Security Council. Discussions then are 
held with the State Department as to the international implications 


of the procedure. Now we get down to the actual determination of, 


what particular items should be included. 

Now, as a rule the Defense Department’s proposals have been 
preceded by examinations in the various countries, and we reach a 
conclusion as to how rapidly the unit can be organized, or will be 
organized to receive the aid, and matters of that character, which aro 
outside of the purview of the State Department. 

Our policy is not deliver to until they have the unit ready to 
receive, if it is a unit matériel requirement. ‘Therefore, we go into 
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tho question of will thoy be authorized to creato the unit and in what 
time will they bring it into being, and then what should be provided 


for it. 
Will you add to that whatever is needed? 


STATEMENT OF MAJ. GEN. §. L. SCOTT, UNITED STATES ARMY, 
DIRECTOR, OFFICE OF MILITARY ASSISTANCE 


Geucral Scorr. The basis of the program, of course, is established 
by the Joint Chiefs of Staff, and the allocation of the funds is set up 
by the Joint Chicfs of Staff as to the amount for countries and tho 
breakdown by the services. 

Based upon the requirements of the Joint Chiefs of Staff the serv- 
ices prepare the programs. The programs themselves are then imple- 
mented and shipped in accordance with the priorities established by 
the Joint Chiefs of Staff. 

Mr. Herter. In effect then, tho determination is made by the 
Defense Department in consultation with the other agencies of the 
Government from a political point of view, and from the point of 
view of preparations on tho other side. However, the basic work 
all the way through remains within the Defense Department from 
tho point of view of initiating the amounts that should go in making 
the final determination and in issuing final orders? 

General Scorr. The complete opefating responsibility rests in 
Defense. 

Mr. Herter. And the question as to whom you consult is really 
a matter of the inner structure of our own Goverument? 

General Scorr. That is correct. When it comes to deliveries——- 

Mr. Herter. But the full responsibility is within the Defense 
Depaitment? 

eneral Scorr. Yes, sir. 

Mr. Herrer. Thank you. ; 

Chairman Ricuarps. Mr. Secretary, wo have about 6}; minutes 
more, and I want to recognize a very fine Member of Congress who 
has been accused of riding to his office on a cloud every morning. 
If he gets up into the ethereal atmosphere, do not be surprised. Mr. 
Brooks Hays of Arkansas. . i 

Mr. Hays. Thank you, Mr. Chairman. With only 5 minutes left 
I have no opportunity for defense as to the cloud, but my feet are 
on the good earth this morning. I will reserve further comment on 
that for another time. 

Mr. Secretary, on page 4 you say: 

The United States has taken more positive steps to meet the dangers of our 
times than have the governments of Europe. 

Then: 

* * © some, for one reason or another, have not seemed to do all that they 
could do. 

IT assume that you do not mention them because mentioning spe- 
cific nations would of itself tend to hold back the team spirit which 
General Eisenhower emphasizes. In other'words, that is just one of 
the hazards of the way of life we are defending, is it not, to try to 
avoid recriminations, or tendencies to indict one of the team members? 

Secretary Mansuay. Yes, sir. : 


é 


THE MUTUAL SECURITY PROGRAM 99 


Mr. Hays. I would tike to ask you, however, if in the private 
councils or in the executive sessions, rather, everything is being done 
to bring up the nations that have lagged? Can we assure our people 
that this is a major cffort of NATO? 

Sceretary Mausuaty. Very much so, and particularly at the present 
moment. 

Mr. Hays. Are there any official releases that would point up 
publicly the weak places? And does it become beneficial from the 
standpoint of (he total effort to point to a specific lag? Are there any 
releases that point out where team members have lagged? , 

Secretary Manrsuats. T would not Uhink so at the present timo 
beeause really we are at the turning point right now. We are just at 
the point, T think, where the organization will begin to pick up mo- 
mentum. My own opinion is that from now on we ought to gain 
speed rather rapidly, whereas up to now we have been moving very 
cumbersomely and very laboriously. When vou have a set-up such 
as this you are at once involved in all sorts of complications of sover- 
eignty and jurisdictional points. It is a long, tedious affair, as you 
know, in our dealings here, in reaching agreements within our own 

Jovernment. Of course, with all of these various governments 
involved, and particularly with those who have a large Communist 
vote, which gives rise to much antagonistic propaganda and misleading 
statements, it is all very difficult. 

T think now we are on the verge of getting started forward. I 
think General Eisenhower's problem up to the present time has been 
exccedingly difficult. He has carried it forward, I think, in a wonder- 
ful fashion, but he needs all of our backing now, and I think we can 
give it to him in a sufficient manner. 

Mr. Hays. I have used this analogy. It is a good deal like a foot- 
ball game. When we are out on the field, with the talk we engage in 
being listened to by the opposite team, we do not say much about the 
left end or the right. tackle, but in the pep talks between halves—that 
is, our executive sessions—we speak of the weak places. 

Secretary MAnrsHatu. That is all very frankly done. 

Mr. Hays. And we can havo that assurance in this? 

Secretary MarsHaty. Yes, I think you can. 

Mr. Hays. Thank you, Mr. Secretary. 

Chairman Ricuarps. For the record, I would like to say, Mr. Sec- 
retary, we have to go to the floor now. We are‘on the second roll cal. 
However, we will be privileged to have you with us Monday morning 
at 10 o’clock. 

aoe committee stands adjourned until Monday morning at 10 
o'clock. 

(Whereupon, at 11:25 a. m. the committeo adjourned until 10 a. m., 
Monday, July 2, 1951.) 
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MONDAY, JULY 2, 1951 


Hovset OF REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
, Washington, D. C. 
The committee met in the Ways and Means Committee Room, New 
House Office Building, at 10 a. m., Hon. James P. Richards (chairman) 
presiding. 
Chairman Ricnarps., The committee will come to order, please. 
The Foreign Affairs Committee is continuing hearings on the 
Mutual Security Program. We have with us again this morning the 
distinguished Secretary of Defense, who will continue and complete 
his appearance this morning. 
I believe Mr. Reece is the next member on the list. We will 
proceed with unlimited questioning this morning. Mr. Reece. 
Mr. Reece. General, what is the total amount of the proposed 
armed services budget, direct and indirect, including contract author- 
izations, which has been submitted to Congress for 1951 and 1952? 


STATEMENT OF GEN. GEORGE C. MARSHALL, SECRETARY OF 
DEFENSE (continued) 


Secretary MarsHayu. The total of what? 

Mr. Reece. I will repeat the question. 

_Chairman Ricuarps. Will the gentleman get a little closer to the 
microphone? 

Mr. Reece. What is the total amount of the proposed armed 
services budget, direct and indirect, including contract authoriza- 
tions, which has been submitted to Congress for 1951 and 1952? 

Secretary Mansnaty. There is the $60 billion budget. There is 
the $6 billion and a fraction involved in this particular bill that we 
are talking about now. : 

You would not include the Atomic Energy Commission’s—— 

Mr. Reece. No;I do not have that in mind. 

Secretary MARsHALL. I will have to delay answering that a little 
bit in order that I do not forget some item. 

Thero is a request for about $10 billion, I think, in facilitics, instal- 
lations, airfields, and things of that sort, which is now under hearing 
before Congress. That would be a total of 60 plus 10, plus 6, or 76 
and a fraction billion. 

a Reece. Do you know if there is any other contract authoriza- 
tions . 

Secretary MarsHauv. No, sir. I would have to check up on that, 
I do not think there are. ai 
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Mr. Rrece. On page 2 of your formal statement vou enumerate 
tho matériel which we have furnished under the mutual defense 
program, But the statement docs not indicate what tho NATO 
nations have done to support the mutual defense program. 

On April 4 the Senate passed Senate Resolution 99, asking the 
Defense Department to give a report to the Senate showing what 
each of the NATO nhtions had contributed in both matéricl and men. 

T presume a report has been made to the Senate. I do not know 
if it is public. Iam wondering if you can furnish us a copy of that 
report, 

Secretary Marsnatuey. [ do not think it has been published. I do 
not believe it has been made. 

Mr. Reece. Would it be feasible or proper to give us that infor- 
mation? 

Secretary Manswane. I should think so. I will have it checked; 
if such a report has been made, I will have a copy sent to your com- 
mittee, 

Mr. Reece. I should think it would be very material in connection 
with theso questions that wo are considering. 

Have not. our casualties in all the joint actions in which we have 
engaged with the European nations been comparable to those of any 
other nation in World War I, World War II, and in Korea, where wo 
have had altogether, all types of casualtics, some 150,000, and all of the 
other nations havo had a relatively small number, somo 10,000? 

I recall when lend-lease was proposed before World War IH, England 
said, “Give us arms and we will do tho fighting.” But it did not 
turn out that way. We did our share of the fighting and suffered our 
sharo of tho casualties in both Europo and tho Pacific. 

I am wondering just what you had in mind now, and if you would 
care to comment on the implications of the statement which you made? 

Secretary Marsuaty. My comment, sir, was made with direct 
reference to this particular bill, which furnishes matéricl to bo used 
by tho manpower of other countries. 

It was not intended as a gencral statement or to have general 
application. In answering the first part of your question, as to 
whether our casualties were comparable to those of other countries, 
I should say in World War II, ana particularly in Korea, they were 
not comparable for in a good many instances they have excceded 
those of other countries. 

In the First World War, of course, we came in in the latter part of 
the struggle, after tho Allies had suffered tremendous losses. And 
they continued to suffer very heavy losses because of the sizo of the 
forces they had engaged. Our losses, in proportion to our strength, 
wero heavy, but in proportion to the whole, they were small. 

But my statement was in reference to this particular bill. We had 
been discussing the monetary phases, the costs, and I made the point 
that what we were doing in this specific bill was to provide the means 
for the armament of the men, the manpower, of our allies to fight. 

Under the NATO plans the European nations are contributing 
80 to 85 percent of the manpower for tho defense of Europe. 

This bill relates very directly to that, beéause this is matériel of 
the character that they cannot readily produce or cannot produce 
in time. 
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It is for that 85 percent that it is directed. 

Mr. Rerce. Havo the manpower allocations between the different 
NATO nations been made so that you can give an estimate of the 
manpower that each nation is expected to furnish in making up tho 
60 divisions which have been referred to ns possibly being required? 

Secretary Marsuanp. I would not like to comment on that in 
open session, or really otherwise, because that is part of our gencral 
plan. 

We will say at this time that we have in tho negotiations been 
endeavoring to linve each nation muke as large a contribution of 
manpower as it could manage financially and otherwise. 

Mr. Reece. It is not expected then that more than the six divisions 
of our forces will be required in Europe? 

Sceretary Maxsuaty. There is no plan at the present time to in- 
crease that number on a peace basis. If we were ifivolved in hostilities, 
then the issucs at the moment will have to decide. 

Mr. Reecr. One reason I asked that question is from the informa- 
tion I have—theo information came in such a way that I could not 
make it public, and I would not think it advisable to do so—which 
indicated otherwise. 

I did not know the extent to which that had been discussed. What 
is the total amount which it is anticipated the United States will bo 
required to furnish to meet tho deficiencies of the NATO nations 
belore they can become self-sustaining or before the program is 
completed 

Seeretary Mansuauvy. I referred to that in my statement, which 
was to the effect that it could be anticipated that the amounts required 
in the fiscal years 1953 and 1954 would be as large as those for the 
ber year 1952, which for the military factor alone is $6 billion and a 
raction, 

Taking into account the additional economic requirements, it would 
bring the total to a little over $8 billion. 

Mr. Reecr, Then you would anticipate that the burden on us— 
if we should refer to it as a “burden’’—would be somewhere around 
20 to 25 billion? 

Secretary MarsuHAuv. In the end? 

Mr. Reece. In the end. 

Secretary MarsHALu. Yes, sir. I must qualify that expression, 
though, because beyond that period we have the problem of how 
rapidly we can decrease our contributions, to what extent the ees 
countries will have been developed, particularly in production facilities 
so that the entire maintenance ond replacement phases can be carried 
by them without depending on us. 

Mr. Reece. In your statement, General, you stated, and I com- 
pletely agree with you, that the economic stability and military 
security taken together are the most dependable antidotes to com- 
munism. 

I think you will agree that it is the policy of the Kremlin to achieve 
its objective first by using the technique of internal disruption, that 
is, of destroying the economic and social institutions of the country, 
and then if that fails, by resorting to external aggression when she 
thinks the time is ripe for it. 

Sinco it is recognized—and I think this is generally recognized—that 
the individual liberty, the economic strength and the productive ca- 
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pacity of tho United States is tho greatest deterrent to Russia in 
starting another global war, is it not one of the first policies of the 
Soviet Union to seo to it that the United States dissipates its economic 
strength and impairs its productive capacity by extending beyond its 
ability and spreading itself thin all over the globe? 

IT am won cring | the Defense Department has taken into account 
the impact this whole program will have on the entiro strength of the 
United States, that is, how far we can go without exhausting our 
economic resources to the point where Russia might feel that we are 
ripe for them by subversion or otherwise move in for the kill, so to 
apea 

Secretary Marsuact, I think the Defense Department has taken 
that into most careful and continuous consideration, 

TI might call your attention, or invite your attention, to the fact that 
last November and December I personally was’ under considerable 
attack for not asking for enough for our defense, and not viewing the 
situation as seriously as it, in their opinion, really was. 

That feeling was very general in Congress, I am assured by men 
up on the Hill that should know. ‘That feeling was represented very 
largely in the press, particularly in the magazines, and carried to the 
point of demanding my retirement, because I did not realize to the 

ull the seriousness of the situation. 

What I did see, sir, is just what you are talking about, that it 
was mandatory that we have some plan that would not break our 
backs financially, to uso the actual expression that I employed at the 
time, because that was one way the Kremlin could win its advantage, 
and possibly a permanent advantago, without actually going to war. 

That is the reason specifically that I pressed in every way I could 
and am still so doing, the development of a procedure of universa 
military training. 

I saw and see no other way in the word that we can have an enduring 
military posture without ruining us economically, which is one way 
to lose in this struggle against communism. 

So, I think the record proves that I am very much aware of tho 
consideration you have just been talking about. I am deeply con- 
cerned that what we do is along tho lines that we can maintain. 
We must have an organized system that will permit us to sustain 

an enduring program. Otherwise it will be a complete failure. 
' Mr. Reece. Mr. Chairman, over the week end I took home a 
study that I found on my desk. I do not know by whom it was 
made. It is “restricted.” I do not think it is restricted in tho 
sense that it is highly classified. ; 

But in going through this study relating to all the NATO nations, 
and some of the others that are closely associated with the NATO 
nations, I was impressed by one thing, the percentage of the budget 
of the national product of all these nations which was being used for 
defense. That ranged from 2 to 10 percent. , 

I do not think any of them went over 10 percent, which is, of course, 
& very much smaller percentage of their national product than is our 
defense budget which for the fiscal years 1951 and 1952 is about 
265 percent of our national product. 1, ; 

hat is what I had in mind when I asked the earlier question about 
our total defense budget for 1951 and 1952, which, as I recall, would 
run & minimum of about $76 billion. ; 
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Ilas your Department estimated what percentage of the national 
product is embraced by this $76 billion? 

Secretary Mansuauy. Yes, sir; 1 think we havo that data. I do 
not know if I have it immediately availablo here. Tho total security 
expenditures, including deliveries of military goods to our military 
forces and to our North Atlantic Treaty partners and foreign economic 
sid, are now running at an annual rate of about $30 billion taking 
about 10 percent of our gross national product. By tho end of this 
year approximately 15 percent of our national output will be required 

or these programs, and tho proportion may rise to a peak of nearly 
20 percent in the year 1952. 
uring the next year or so it should be possible to cover approxi- 
mately two-thirds of the output going into security programs by in- 
creases in our total output. After the programs havo reached their 
cak—presently contemplated to be in mid-1952-+-further increases 
in output would go to strengthen the civilian economy. 

Mr. Rexce. But our budget is about $76 billion for the armed 
services, excluding the atomic energy and the scientific work related 
to that activity. That would be a greater percentage than 15 percent, 
would it not? 

It would be just about 25 percent on any estimate of national 
product which I have seen. 

Sceretary Mansuaun. The difference here apparently between 
what I am saying and what you are stating is one between the actual 
expenditures and the other between the appropriations. 

he money is not spent immediately. Some expenditures lag over 
for 2 vears. 

Mr. Rexcr. The figures of the NATO nations to which I referred, 
as I understand, were budget figures which would be comparable to 
our budget figure of some $76 billion. 

Secretary Mansuaty. As to that, these other countries and their 
percentages, I think one has to keep clearly in mind that their situation, 
particularly those on the European Continent, that is excluding 

ingland, is quite different from ours, in that they are recovering from 
s devastatin experience, both as to personnel and as to their installe- 
tions of one kind or another in their countries. 

Just as they are beginning to lift themselves out of that depression, 
there is imposed on them the necessity for building up a very heavy 
charge against their cconomies for purely military purposes, 

So they are in quite a critical state. One of the members of your— 
I do not know if it was this Committee or the Armed Services Com- 
mittec, but it was a composite group that went over to Europe—made 
what I thought was a very pertinent comment and is illustrative of 
what I am talking about now. 

He was talking about a flat reduction in the standard of living in 
order to make up for the build-up in the NATO plan. 

Ho put it this way: It would be quite unfortunate to make 4 flat 
reduction, He said in the United States a 5-percent reduction largely 
meant you would not have quite as much money to spend for gadgets; 
with the Western European countries it probably meant the difference 
between white bread and black bread, which is quite a different matter. 

That illustrates a good bit of the problem we have. We have had 
to go into it very carefully with the ECA. Mr. Foster and his staff 
should be consulted for estimates as to just what burden those coun- 
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tries. could carry without pushing them over tho edge into economic 
collapse, which would be most unfortunate. 

There is one group in the NATO organization, tho Finance and 
Economic Board, of course, on which wo aro effectively represented, 
which is studying continuously the problems of tho financial sharing 
ofthe over- ill burden. 

There you aro involved in tho factors that I just mentioned, an 
there aro also involved tho political questions which at times can b 
very serious, becatise of the largo communistic groups in those coun- 

. tries. Considerable delay has resulted from waiting for the French 
election to come to a head and bo completed. That has overshad- 
owed a great deal of tho build-up of the NATO organization. 

T think at the present time wo are reaching the point where we can 
procevd much more rapidly than heretoforo. 

I would like to refer again to this problem of economics and its 
effect on appropriations. It has been a matter of tho deepest. con- 
sideration in the Defenso Department, and by mo personally, to the 

“point of my whole position being assailed, because in the opinion of 
& great many I was leaning too much toward matters of economics 
and not sufficiently along tho line of a more rapid build-up of our 
military position. This bill represents a very, important factor in 
that rapid build-up, 

Mr. Reece. I am speaking about conditions in the other countries. 
I know too, as everyono is aware, that thore has also been a very 
considerable change here in the last fow years. As I underatand it, 
the Defonse Department, as Mrs. Bolton suggested tho other day, is 
now paying $20 for a blanket which was obtained during World War 
II for $6 or less. , 

Secretary MarsHatu. Might I address myself to that right now? 

Mr. Reece. Yes. Surely. a 

Secretary Marsnaue. { looked into that. It was largely a quts- 
tion of reminding myself of conditions. I-find that there havo been 
blankets mado up by sewing pieces together, and I find they were the 
end of the bolt, where thera is not enough for a full blanket. Those 
pieced blanketa have been sent to Greece. However, I was also 
reminded of tho sitnstion-in which this wholo problem doveloped. 
It was oné of tremendous pressure by tho people and by the Congress 
for rapidity cf demobilization, which did not permit us properly to 
‘look after the supplics which were on hand. ; 

There was also great congressional pressure brought to bear, which 
I had forgotten, to release to the civilian market many of these sup- 
Plies, like blankets, because thero were shortages of all such items, all 
of which. went to or led up to the fact that tremendous quantities 
of supplies were completely abandoned in tho jungles of tho Pacifio; 
and in this country they had to be disposed of as quickly as possible, 
because there was no one left to look after thom. . 

Blankets, .for example, require storago and. require protection 
against moths, and they require individuals to look after them. That 
was made impossible in this extremely hasty demobilization. 

_-I found out this morning from my assistant here, Colonel Beebo, 
who was then & general—we brought him back from the Southwest 
Pacific to help in oxpediting the demobilization—and he reminded mo 
that he had to report to the War Department every. night as to how 
fast they went through the procedure of individual discharges, inorder 
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to meet tho demands of the Congress for daily information. ‘The dis- 
posal of surplus property ymder those conditions was one of the con- 
siderations in my mind when [ mentioned to Mrs. Bolton, that [ 
thought one had to consider very carefully the causo when judging 
tho effects. 

Mr. Reece. I did not havo in mind in my queries the mothod of 
disposing of surplus property so much as I did in comparing what a 
blanket costs now and what it cost in World War II, showing that 
there has been a very great chango in our economic situation here, 
and indicating that wo havo progressed a considerable way up tho 
inflationary spiral, Wo may be reaching tho point where tho atmos- 
phero is pretty rare. : 

It was stated by members: of -the. Ways and Means Committee 
when presenting the’ Tast tax bill that somo of the experts had said 
that this tax pill was scraping tho bottom of.the barrel and it was 
reaching into“tho last tax resources without going ,to a sales tax or 
manufactyfers’ excise tax. ( ->--.. 

I am gro who feels the econamic situation of this coyntry is reaching 
a dangofous positiop and vo may not bo so very far fro the precipice. 
As yon stated, arid as I! think, is generally “eccepted ur economic 
strength and ite resulting!productive capacity js tho last ‘bulwark, tho 
Jast strong bulwark agairist. communism so‘far as tho free governments 
are ¢oncerned. ! Yo: : ; 
you feel concernfr these othen NATO nations that there are 
anyjof them that could/ng} miako available-more.than 2, or, or 5 per- 
cent of tie ational { uct for d fedso purposes under circum- 


stances, when\ wo are bing such'a Very, very largo sharo? 

rotary Marsiays, Wo ard makiig quite an effort! to do just 
that at the pregent fimo, and an extfa(effort that has be developed 
durin tho last {ow weeks. ~E-havo heko a note to the effect that tho 
i European defense budgats are \160 en pro-SCorea. 
EEcE. What is yOur view as to\whother Turkgy, Grecee, and 


Spain sh Ma admitted to the NATO? ~~ 


Sceretarx MARSUALL. Iwould Hko to see them i 

Mr. Ryech. Another thing I was impressed by Was the atudy which 
was mado which.analyzed the situation in all-the countries, but had 
nothing or no information whatever abotit Spain. Spain is one 
country that inherently seems-to-bo-fagainst communism and when 
one needs help and is receiving a gift horse, tho old saying is you do 
not look in his mouth. We are taking that samo attitudo with refer- 
enco to NATO and the Yugoslavian Government. 1 am not expreas- 
ing any disagreement with that, but Spain is occupying o very stra- 
tegic position geographically. It is composed of a cilizenry that has 
demonstrated it has a will to fight. It has shown it is violently 
opposed to communism, both from an ideological viewpoint and a 
religious viewpoint. 

o you not think wo ougne to find somo way of utilizing tho re- 
sources and tho position of Spain in this effort? Of course, I realize 
their army may not bo well equipped, and it would be necessary to 
modernize their army with a great deal of equipment. I wonder what 
your vicws are on that. 


Secretary Marsravt. I have already stated I would like to see - 


them taken into the NATO organization. This Government has not 
been opposed to that procedure. It has been a matter of the posi- 
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tion of our allies and their political setup which has presented a very 
serious difficulty. While tho situation remains in that state it would 
bo ill-advised to force the question of bringing them in beeause it 
might actually upset certain governments. That would be a very 
scrious matter. think the affair is moving toward a solution, but 
the trouble has been political in other governments than ours. 

Mr. Reece. Now, Mr. Chairman, I have other questions hero 
which I think are of such a nature that they should not bo asked in an 
open meoting. If the goncral coos not mind my handing these ques- 
tions to him [ would like to havo them answered before we go into 
executive sessions. 

Chairman Riecn:rvs. Tho chairman will stato that either the Secre- 
tary will be given ah opportunity at executive session fo answer (hose 
questions, or if it is satisfactory to you and tho Secretary, if you will 
present them to him, he will furnish tho answers to then. 

Mr. Rerce, I would bo very glad to. 

Chairman Rictarvs. Mr. Secretary, would you mind fc nishing 
thoso answers as it in executive session, te the gentleman from 
‘Tennessea? 

Sceretary Marsuauc. Yes, sir. 

Chairman Rictarons. Is that satisfactory, Mr. Reece? 

Mr. Reece. Quite so. I feel kind of a bond of sympathy with vou, 
General. After the people were kind enough to send me to Congress 
in the 1920 elections vou camo to my office very soon after 1 took office, 
and as I recall you had the grado of captain. Perhaps you were a 
major, but I believe vou were a captain. T have followed your career 
sinve with a great deal of interest. A great deal of water has gone 
under the bridge since that time. 

I recall, Mr. Chairman, some people were unkind enough to say of 
mo then that I was too young to come to Congress and now they are 
unkind enough to say that Fam too old. 

Chairman Ricwarps. Tho Chair docs not ugreo with that last 
atetement at all. 

Secretary Marsuatt. I suffer from tho samo complaint. 

Chairman Ricuaros. It is unanimous then. Mrs. Kelly. 

Mre, Keuuy, Thank you, Mr. Chairman. 

Mr. Secretary, on tho promiso that assistanco will bo considered 
for the Yugoslav Government. There is great concern over the advis- 
ability of giving heavy arms in placo of light arms to that country. 
This concern is based on a statement mado recently that that coun- 
try could be taken over by Russia at any moment. On that basis it 
might be better to give them light arms in order that thoy could 
retreat to the hills. Could you tell us if there is any change in this 
condition from last year? 

otary Marsnate. It would bo vory difficult for mo to make an 
answer hero in open session. 

Mre, Keity., Oh, I am sorry, Mr. Secretary. 

Secretary MarnsyaLy. On a question as delicate as that, becauso 
we havo been in negotiations with that Government. 

Mrs. Keury. Iam sorry, Mr. Secretary. ye 

Secretary Manstauu. It would bo under pretty difficult conditions, 
- and I do not believe I could state an answor here. I would bo hesitant 
even in oxecutive session. All of those matters have been taken 
under very careful consideration. 
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Mrs. Keery. ‘Thank you, Mr. Secretary. T have greater fear over 
the new, nationalistic, communistic governments liko Yugoslavia than 
1 have over the Russian-controlled governments. 

Secretary Marsuan.. You said you had greater fear? 

Mrs. Ketny. Greater concern over this new surge of nationalistic, 
communistic governments that are arising throughout the world, for 
instance, to a degree in India, and the type of Tito control, and pos- 
sibly a combination of the Baltic States, (han T have over this Russian- 
dominated communisin. In the light of that, due to the patriotic 
fecting that the people have toward their main government, do you 
think that we have that to look forward to in the future, or should 
discard it at_ this moment? 

Secretary Marsuace, Apparently you find a great many trends in 
Europe, particularly atong that line, certainly of a sociasistic inclina- 
tion, "Wie build-up of this particular developmeyt-you are speaking 
about is apparently a fact. How continuous that would be 1 do not 
hazard un estimate on at this time; and as to ils general effect in 
comparison to the procedure of the Soviet regime in its effort toward 
world domination, that involves intricate considerations. 

Whether or not it might in time be included, that is, that develop- 
ment be included in the Russian effort in the end, or whether it would 
break down this effort of world domination with one focus of power 
in Moscow, I do not know. We have the difliculty of the French 
Government with a very heavy communistic vote. There is a con- 
siderable Communist vote in a good many other countries. Ail of 
Which requires a gaze into the future that is a little beyond me at the 
moment. LT would not want to hazard an opinion. 

Mrs. Kenny. Thank you, Mr. Secretary. 1 want to apologize for 
even asking military questions or military strategy. 1 believe in 
leaving them to you. 

Secretary MarsnHautv. Thank you. 

Mrs. Ketty. Thank you. 

Chairman Ricuarps. Mrs. Bolton, I believe you wanted to ask a 
question. 

Mrs. Botox. Thank you, Mr. Chairman. 

Mr. Secretary, you just said you had refreshed your mind on some 
of the carlicr happenings, and I wondered if you would solve a ques- 
tion, or answer a question, which I have nover been ablo to get actual 
factual information about. When an army is demobilized, who gives 
the orders, that is, the original orders for demobilization? Is that the 
Chiefs of Staff, is it the President, or from wheze docs that order come? 

Secretary Manawatu. It comes, of course, from the President, 
presumably. I am just trying to recall what the instructions were 
at the time, It was the expression of the President’s view in the 
matter that dominated, but the pressure as to rapidity and com- 
pleteness, 1 think, came from up here. 

Mrs. Botton. May I just suggest this, because I think in great 
fairness to the Membera of the Congress that there aro a great many of 
us who were entirely out of sympathy with that order. ‘The first 
thing we know was that it was done and men were being brought home. 
Then the pressure came, of course. When a man with so many points 
from one side of the street was home and another one with the samo 
number from the other side was not, the question arose as to why was 
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ho not home. Naturally, wo inquired, and naturally we wanted 
to knew on what basis this was being done. However, Chere were n 
very great many of us who felt and still feel Unt one of the worst 
things wo have over dono to the world was the rapid demobilization 
of tho strongest Army the world lins ever seen, 

Teannot help but feel a dittle disturbed when at this time, now, tho 
blamo is put upon tho Congress for it. ‘The order was issued before wo 
had a word to say about it, Am 1 incorrect in this? 

Secretary Manrsuace. bdo not know how you could say yeu wero 
surprised by this, because PE remember personally bE was called before 
Congress and FE tafked about an hore and a finlf covering the while 
situation, Then had officers explain every detail of the only system 
we could conceive of (o handle Che matter. 

Mes. Boros. But the order had been issued by tho Baccutive. 

Seeretary Marsiaagy. Tn the first place, we had to discharge a cer- 
tain number of men-—-and you spoke of the point system because 
they were not needed, 

Mrs. Botton. Alb right. 

Secretary Mansisvne. Will vou let me finish the answer, please, 
Mrs. Bolton? 

Mr. Borton. Yea, indeed, General. 

Seerelary Mansuagcy. We were transferring troops from Europe to 
the Pacific, and wo did not need all the men that we had in the ranks at 
that dime. ‘Therefore, some system had to be evolved whieh would 
determing how the discharges should tuke place. After studying all 
conceivable proposals that came forward, the point: system was 
worked out. There may have becu a better system, but nobody yet 
has ever demonstrated it to mo. 

Tho reactions you mentioned are natural reactions, Tf your boy 
dovs not come home and my boy dovs come home, that cannot he 
settted in an ordinary way, but we endeavored to Hind what was the 
heat manner in whieh setually to do it. So the point system was 
developed ond was explained in brondeasts, and in releases, and was 
explained by me personally and ip my presence by the min who had 
principal change af it to all the Members of Congress who desired to 
attend. 

That presentation to the Congress was ino sense required of me by 
the Members of Congress. [ went through that procedure. 

Now, in the middle of that— and please keep this in mind—-in tho 
middlo of that, beforo wo had gotten well under way in this compli- 
cated transfer, which involved completo reorganization of the troops 
in Europe and the movements necessary to go out to the Pacific, snd 
tho furloughs which were insisted upon by pubtic demand for the men 
going to the Pacific, the Japanocso surrendered. That reversed all our 
arrangements. ‘The better the plaus were for the transfer to tlie 
Pacific, the worse thoy were for tho immediate problems of demobili- 
zation. The men in this country who had been moved out of Europe 
wero the last ones who should have been discharged. Yot, they were 
in this country and tho other men were in the Pacifie. ‘The (rans- 
portation facilitics wero limited, of course, in consideration of tho 
vast numbers of people involved. ,; 

So wo then became involved in trying to handle a situation that wo 
had not. cutirely forescen, that is, that the Japanese would surrender 
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at the moment that they did. ‘The shock of the atomie bombs had 
precipitated the surrender, 

As a result we had a confused, a very confused situation, We lad 
the men in the Pacitic now who were appeating for immediate release. 
Certain of their numbers who craved publicity took the stand ani 
had a great deat ¢o say of the rabble-rousing variety. ‘This added to 
the confusion of the situation. 

Now, from then on tho pressures were tremendeus from Members 
of Congress. 

Mrs. Bouton. May | just interrupt ¢o say T quite understand that 
pact of it, but Lam asking you about the original order. You said it 
was cdotermined there was no further need for these men, By whom 
was Chat determined? 

Seeretary Mausiaue. That determination was developed by (he 
War Department, and to tho extent it related to the allen: by tho 
Navy Department, although they had heavier slninaisls in the Pacitic; 
and that was approved by the administration. 

Mrs. Bolton. bxuetly. That is what PE want to bring out, because 
the most unfortunate ching that over happened was (hit wo were not 
ablo to speak with material strength (oon country Chat understads 
nothing but power. 

Sceretary Marsuaty. Edo not think that applies, Mrs. Bolton, 
because the number of men we were letting out in proportion to the 
whole was not a very considerble number. 

Mn. Borron. How mpidly were the armies tet out? As 1 remom- 
ber it, very rapidly. 

Secretary Manaiane. That extreme rapidity developed with the 
dapanese surrender. 

Mire Boron. Bul we had absolutely no conscience about leaving 
the whole matter open. 

Secretary Matasate. We are leaving in Kurope a considerable 
umber of troops. 

Mrs. Boros. Not enough to make any impression on the Kremlin, 

Secretary Mansa. Oh, ves. 

Mrs. Rovron. | fear Lomust. disagree with you, General. Tf wo 
still hact them wo didn’t use them intelligently for the Russians walked 
into one country after another, 

Secretary Manseann. Because tho demobilization went ahead and 
Appropriations were reduced, My last appearance: ---- 

; Nine. Borron, But wo of the Congress did not order the demobiliza- 
tion. 

Seerctary Mausuany. Well, as your appropriations decreased, your 
mon decreased, 

Mrs. Boutros, Tho Executive order did (he demobilization, and 
that is all L wanted to bring out, Mr. Chairman, ‘This lias needed 
saving for a long time, Mr. Seeretary, Inasmuch as you renewed this 
critica of the Congress it seemed to me an important moment to 
clear the record once and for all and have it clearly stated that tho 
PACCUUNS and not. the Congress was responsible for tho demobilization 
order, 

Chairman Recearps, ‘Tho gentlowoman should allaw tho Secretary 
to answer a question, 
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Mrs. Botton. I am sorry, Mr. Chairman, but I did not want the 
Secretary to repeat over and over the things he had already stated 
of which we are all very aware. I wanted to save his time. 

Secretary MARSHALL. I will rest my case there, Mrs. Bolton. 

Mrs. Bouton. J am happy to rest mine there too. 

Chairman Ricnarps, Is that all? 

Mrs. Botron. Yes. That is all for now. 

Chairman RicHarps. Mr. Secretary, I want to ask a question here, 
but before doing so I want to make a statement for the record. 

In regard to your service to your country I want to say that there 
are few men who have filled so many positions of military and civil 
responsibility, and few in positions of leadership who have accom- 
plished so much as you have for your country. I think that is gen- 
erally acknowledged, although’ you a~o getting some pretty hard 
knocks around here in some places now. 

Mrs. Botton. Mr. Chairman, could I echo that? 

Chairman Ricuarps. Yes. Certainly. The gentlewoman echoes 
that. 

Certainly not the least of your achievements is the plan that you 
promoted for the welfare of this country, which was the so-called 

farshall plan, which I think you proposed in early 1947. At that 
time I remember distinctly when the fight came up in Congress that 
this committee was under the very able leadership of the distinguished 

entleman from New Jersey who sits at my left. It was during a 

epublican Congress. He led this fight in this committee for the 
Marshall plan. 

Mr. Eaton. I hope the reporter will take that down. 

Chairman Ricwarps. I am just recapitulating a little there. The 
succeeding Democratic Congress carried that plan along. . 

As I understood it, when the Marshall plan was first proposed it 
envisioned a 4-year program. It was written in the original Economic 
Cooperation Act that in the opinion of Congress this plan should end 
on June 30, 1952. 

I will not elaborate upon the Marshall plan’s accomplishments. I 
think every thinking person, and everyone to whom I have talked, has 
admitted that if it had not been for the Marshall plan, Europe would 
probably be in Communist hands now. It cost a lot, but just think 
of what that would have cost the United States in the matter of the 
necessary build-up of our defenses in the face of a situatiun like that. 
When we get to talking about the money which it costs you have to 
speak from a comparative standpoint. . ; 

Mr. Secretary, do you not think that there should be written into 
this act a termination date for economic aid to Europe at the end of 
this fiscal year, that is, June 30, 1952? . ; . 

Secretary Marsuaty. That there should be written into this 
particular act a termination date for the ECA? ; 

Chairman Ricwarps. For the ECA, as such. 

Secretary Marsuat. As of July 1, 1952? 

Chairman Ricuarps. That is right. | 

Secretary MarsHaLy. It would seem so to me. Of course, Mr. 
Foster could give you more detailed information than I could possibly 
give, because that involves a good many considerations, 

My understanding at the present time is that except for Italy and 
Greece, and possibly one other country, that it could be almost 


suspended now. , 
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Now, what particular effect that would have on those two countries 
I mentioned and one other—I think it is Austria—as to the termina- 
tion of it in the summer of 1952, I do not feel that I am sufficiently 
informed on that-to reply. 

T felt all the time, and I said a great many times in speeches I had 
to make while I was president of the Red Cross when I would be 
perpetually approached by the press in regard to this European 
recovery program, that I thought it should terminate as planned in 
1952. Ihave been very much relieved to find that as to most countries 
it seems it could be terminated practically now. The reduction 
merely to three countries I think is quite a remarkable state of affairs. 

However, I would rather that Mr. Foster would give you the 
detailed report on what he thinks would happen in connection with 
those countries I have just. mentioned. 

Chairman Ricuarps. Of course I know—and I think I brought it up 
the other day—I know when you come to talk about military aid 
and the economic production for military use to carry out this program 
you have a transilional stage that as to be worked out. However, I 
think in view of the understanding of the Congress and of the people 
of the country, and as I understood it, the author of the Marshall plan’s 
expressed viewpoint when the plan was first inaugurated, I think this 
Congress should in good faith show that economic aid as such—and 
I am not talking about aid as related to this military program—is 
terminated as of June 30, 1952. I believe it should be written in there. 

Secretary Marsuauu. I think that is probably the case, sir. 

Chairman Ricuarps. Are there any questions on this side? 

Mr. Jupp. Yes, Mr. Chairman. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

General Marshall, you say that we “must give economic aid _ in 
varying sizes for the individual nations for various purposes.” The 
first one is “to support rearmament programs among nations which 
might become impoverished if they had to depend solely upon them- 
selves.” Do you think there is much danger of the United States 
becoming impoverished? 

Secretary Marsuauv. I think unless we have a very sound basis for 
our defensive arrangements that we could reach an economic crisis. 

Mr. Jupp. You admit, or, do you agree that there is a rather narrow 
aisle that we have to walk in between what is necessary for us to spend 
to provide for our defense and the line beyond which we dare not go 
without becoming impoverished? - 

Secretary MarsHauv. I think that is the case, but I would like to 
add to that what I have already said a number of times. The basis 
on which we lay our military strength is the most important factor 
in relation to costs. I am hoping now that we are working toward 
something that will put us in a reasonable position where we can 
maintain our state and not beggar ourselves economically. 

Mr. Jupp. Suppose that the country and the Congress felt that 
to avoid becoming impoverished this program had to be cut by, say, 
15 percent. If that were the case, and that will be governed not by 
what I believe here or what you believe, but by what the majority 
believes, would you recommend that that 15 percent be taken totally 
from this foreign-aid program, or totally from our own defense pro- 
gram, and tho equipment and training of our own armed forces, or 
cut pro rata from both of them? 
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Secretary Mansuanv. I do not know about the pro rata part, but 
I think both programs would have to bo considered and specific items 
considered, rather than a flat, across-the-board cut. 

As I said the other day, this is part and pareet ofsour general plan. 

Mr. Jupp. Yes. There is no question about that. IT want to ask 
you this question: Do you think that this amount of money, 
$6,200,000,000, for example, can be spent dyring this coming fiscal 
year wisely? That is, has there been achieved a momentum which 
will permit us to spend wisely and to good advantage that amount 
of money in this country? 

Seeretary MARSHALL. There has not been achieved at this moment 
the momentum, but I think we are going to secure that momentum 
in a very short time, 

Mr. Jupp. Within this coming fiscal year? 

Secretary MarsHatt. Yes. I think so. 

Mr. Jupp. You see, the difficulty comes from this: When the bill 
was before us 2 years ago it was said we had to appropriate almost 
a billion dollars right away, or everything would go to rack and ruin. 
Well, we appropriated it and now, 2 years later, only half of it has 
been delivered. That kind of experience causes many people to 
wonder whether this is not bigger than we can wisely spend. 

What I am trying to get at is: Is this your irreducible minimum, or 
is this a padded figure, so that if there comes a cut you still will not 
be hurt? 

Secretary MARSHALL. I will say that in no way is it a Padved figure. 
It has been pared down as much as we felt it could be done, and still 
accomplish our purpose. I would like to make this observation. [ 
got these figures on the rate of expenditures and the rate of commit- 
ments to contracts since I became the Secretary of Defense, and I 
immediately went into an investigation of why it took so long. I 
found in the first place it is a very complicated set-up by law. It 
took a great many preliminary arrangements under the terms of the 
Jaw before you could make the commitments. It took almost 6 
months to get at some of the factors concerned in the matter. It is 
not a simple business at all. 

Each country had to be taken by itself, and there had to be arrange- 
ments and agreements there, and reports back here, and a great many 
different things gene into before, under tho terms of the law, we could 
make the contract. 

Now, I think we have gotten by that most complicated aspect of 
the matter, and I feel what we are poing into is a practical proposition 
so far as this next fiscal year, or the present fiscal year is concerned, 
terminating next July. I feel that the commitments can be made. 
Of course, the expenditures will not be made in toto because they 
any on for quite & considerablo period of time, some of them 2 years. 
So that it is a practical proposition and a very necessary proposition. 

The previous delays, I think, were largely due to the extremely 
complicated requirements of the law, and our dealings with a great 
many different nations. ; 

Mr. Jupp. And it required a certain amount of months in the begin- 
ning to get the basic decisions before anything much could be spent. 

etary Marsnate. I am not taking exception to the complica- 
tions of the law, because they were probably necessary as a beginning, 
but when the implication is made that we were so slow with that and 
we would be equally slow with this, I do not think that is tho case. 
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Mr. Jupp. Another question that comes up is this: In all this pro- 
ram of training and building up the armed forees for the defense of 
curope, their target of armed forces in being is only about half of what 

wo as one nation are planning to have under arms. That is a little 
matty to explain. Their target is less than 2 million, and ours is 34 
million. 

Secretary Marsuaty. The total, up to 1954, is 5 million on their 
side. Iwas trying to find out what the total expectation is up to July 
1952. I think it is around 3 million—about 60 percent. 

Mr. Jupp. Are vou speaking of all countries that are not under the 
Communists, or of the ATO countries? 

Scerctary Marsuatt. NATO. 

Mr. Jupp. That is very different from the figures that were given us. 
If thero is a difference of opinion on this point, probably it ought to be 
gone into in executive session, rather than here, because all of us who 
were in Europe got a different figure from that. , 

That is one of the things about which we Taised questions. We 
recognized our country’s obligations.in other areas besides Europe, 
but why were we called upon to put almost twice as many men under 
arms as were all these nine Western European countries? Iecland has 
no army. 

I should tike to have that checked into carefully, along with the 
figures that have been given us. 

Secretary MARSHALL. Suppose I make a report to the committee? 

Mr. Jupp. All right. 

I did not intend to say this, but I will. I want to associate myself 
with much of what Mrs. Bolton said, because it is not accurate for the 
general impression to go out that Congress was hammering at_tho 
administration to demobilize. There were many Members of Con- 
gress who were not. I said the week after Hitler died that if we did 
not get firm commitments and settlements with the Soviet. Union, 
and arrangements for taking care of any violation of those settlements, 
while we had 4 million men in Europe, I did not think we would ever 
be able to get them. 

I am willing to say right now, when the pressure is on again to 
cease fire in Korea under almost any terms in order to get American 
boys home, that my concern is that we get American boys home under 
circumstances where they can stay home, and not where they come 
home and have to go right back again because there wasn’t a real 
settlement but only a chance for the enemy to start greater trouble 
elsewhere. That is what we opposed in 1945 and what we believo 
we foresee right now is likely to happen again. It is tough to have 
to say, Do not yield on an pedesunts settlement, when it means 
American boys do not get home and may mean some lose their lives, 
but I believo we have to do it, when it is in the interest of our country 
and of their own ultimate security. Many Members of Congress, 
no matter how unpopular it is, will go down the line on that issue. 

Secretary Marsuaue. I agree with you on that, Dr. Judd. 

Mr. Jupp. You have said, I understand, in hearings over in the 
other body, that you felt it was essential to our security in the Pacific 
that Formosa not be taken over by the Communists. 

Scerectary MARSHALL. Yes, sir. 

Mr. Jupp. Now, suppose we have a cease fire in Korea. It is 
advantageous to the Communists to get a cease fire because they 
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know once a ccase fire occurs, our morale sags, as you spoke of the 
other day, and there is the tendency to forget everything except to 
get the boys home. Now, what if the Communists say in the negotia- 
tions, “We have a temporary cease fire, but we cannot enter any 
agreement or make peace unless you give us Formosa’? Do you 
think we should then go back to war again rather than let Formosa go? 

Secretary Marswauy. I think you brought up the cardinal point 
in the first part of your question. Assuming all these men are taken 
back to the United States and then we reach the decision. They are 
to be over there while we are trying to reach the decision. 

Mr. Jupp. Yes. I know they will be over there, but I remember 
the Nazi propaganda that was so effective with the French. “Are 
you Frenchmen going to die for Danzig?” I remember when Japan 
was going south into Indochina, and some of us were trying to warn 
about what that meant to our security. There was a town down there 
called Dong Dang, and all the Communists here said,“ Are you going 
to send American boys over to fight and dio for Dong Dang?” Now 
the line will be, and I think it has already started, “Are you going to 
have American boys’ lives sacrificed for Formosa?” 

I tell you, I do not think we ought to underestimate the pressure 
that will develop. The Communists are gambling that once they can 
get the fighting stopped, we will surrender almost anything rather 
than resume it, even though we have our troops there in Korea. 

Secrotary Marswautu. Of course, the contrary to that is not to stop 
the fighting until we have everything settled. 

Mr. Jupp. Yes. I recognize that. 

Secretary MarsHauv. I agree with you as to the pressure. That 
will be very great and may be built up to a point that will be exceed- 
ingly hard to resist. I have lived through some of that so [ bear some 
scar-flesh as a result of it. It is a very serious matter. 

I think the greatest factor toward our success in doing what we have 
set out to do is a display to the world of a determination to go through 
with our plans. That is one reason why I would like to see this legis- 
lation passed. I would fike to see nothing done that would in any 
way seem to reduce our effort to build up our strength at the present 
time. I would rather be inclined to think we should make some 
motion to increase it further, though I dislike thinking of that in terms 
of budget. However, there should be no doubt whatever in the world’s 
mind that we are determined to be strong enough to stand up in this 
present crisis in the world’s history. 

How we would best go about that is a matter of judgment, of course. 
It is a matter of political reactions, but I think if we settle down to 
the consideration that we are all Americans and we are determined to 
sec that this thing is done, on a very simple basis such as that we 
can win through 

Mr. Jupp. I agree with that. The key thing is determination. 
The Soviets have no illusions as to our strength. What they are 
fambling on is our softness or what they believe to be our softness. 

hey do not underestimate our capacities. They are confident that 
they can confuse us with their usual techniques and make us fail to 
see what are our essential interests, and appeal to our love of com- 
forts and our desire to be at home and af peace, which are all so com- 
mendable and understandable. : 


THE MUTUAL SECURITY PROGRAM 117 


Another reason why I bring this up today is because you yourself 
have had more experience with cease fires with Communist forces than 
perhaps any other Caucasian in the world, because you were in China 
when the Chineso Government under pressure agreed to cease fire 
at a time when it had an overwhelmingly advantageous position. 
Tho cease fire allowed the Communists to go into Manchuria, when it 
was in a position to block their going into Manchuria. Who came out 
on top at the end of tho cease fires? Who gained moro as a result of 
the cease fires? 

Secretary Manrsvauy. Quite evidently te Communists did. 

Mr. Jupp. Is it not true that they had about 60 counties at the 
beginning? 

secretary Mansuaue. About 60 what? 

Mr. Jupp. Sixty hsien or counties, and at the end of the fourth 
cease fire they were in control of a little more than 300 counties. 
Thoy expanded their area five-fold during thesé periods of cease fire. 

Secretary Marsuauy. I do not know what the exact figures are, 
but their oxpansion was a fact. 

Mr. Jupp. The fact that you saw the disastrous results of what was 
done there in good faith should alert you—I am sure it has alerted 
you—to the possible pitfalls and should bo of great assistance to our 
Government in a moment like this to prevent our falling into the 
same kind of trap that the Chinese Government fell into. 

Secretary Marsuaw. here is more to bo said about that. 

Mr. Jupp. I realize that. 

Seerctary MAarsHatcu. aie a bit more, Mr. Judd. A lot of that 
would not have occurred if there had been more effective action by the 
Government itself. 

Mr. Jupp. That is right. 

Seeretary Manrsnacy. I am not talking about the final collapse, 
but I am talking about at those times. 

Mr. Jupp. But you recognize that the Communist objective was to 
exploit those weaknesses in the Government? 

Secretary MarsHany. There is no question but what they exploit 
weakness. 

Mr. Juop. Surely the weaknesses were there. It was our job to 
assist with them, but the Communists were more successful in exploit- 
ing them than we in overcoming them and they managed to gain their 
objective. Now tho samo mancuver is occurring in Korea. Surely 
they have not given up their goal of world conquest, and their first 
objective is getting control of Asia. Therefore, their strategy is to 
try to exploit weaknesses on our side here at home and in Asia now, 
just as they successfully exploited weaknesses then in China. 

Secretary. MansHaty. I would say to that they had some difficulty 
in. exploiting it because there has been a decided kick-back in this 
affair. Something was gone into quite obviously by Communist 
direction, and it did not work out as they intended. Now the question 
is how to settle that. 

Mr. Jupp. They are like a man sailing across a lake. He runs into 
a head wind. First he tacks this way, and then that way. They 
tacked this way first—the attack on Korea—and did not get across, 
but they have not given up. They are now tacking in another direc- 
tion with another tactic—cease fire—which they hope will be more 
successful. ; 
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Secretary Marsuauv. Another tactic or another tack? 

Mr. Jupp. Another tactic. 

Seerctary Marsuatz. Or did you say another tack? Which was 
it you said? I did not understand. 

ir. Jupp. It would be a new tack, which is a tactic. 

Secretary Marsna.n. “Attack” is the word? 

Mr. Jupp. I said another tack—t-a-c-k—which you do when you 
are going across a Jake in a sailboat against the wind. However, it 
was a tactic designed to achieve the same objective. They are still 
determined to get across the lake. I suspect there will shortly bo 
another attack by another means than the direct frontal attack by 
force that did not work out so well. Where they do not succeed 
by a direct assault, they will give it up if they think they can make 
more headway by an assault elsewhere or by a flanking movement of 
subversion or the psychological approach which has been their No. 1 
and most successful technique. 

Now, my last question: Do you believe that the independence of 
Asit is essential to the independence and security of Europe? 

Secretary Marsnauy, Certainly a Communist Asia with tho vast 
numbers of people which would bo involved would not be conducive 
to the build-up of strength under our conception of what tho world 
should be. I do not think it would be fatal to the defense in Europe. 
I think it would have an adverse effect in connection with the defense 
of Europe because it would releaso that much of Russian attention 
from the Pacific regions for free movement in the west of Europe. 

But your question covers pretty much all of the water front, Mr. 
Judd, and you could write a lengthly monograph in reply: 

Mr. Jupp. [realize that, but it is the key question, because there is 
no justification in arming ourselves and-spending billions for Europe 
if failure to keep Asia independent will jeopardize it to the point of 
perhaps causing failure to the whole program. 

Seerctary Marsuatu. I said tho other day I thought we should not 
become involved in fighting on the mainland of Asia, and that re- 
mains my view. I think that is the view of practically everybody, 
certainly in tho Armed Forces, who has studied the question of 
availability and the spread of effort. So that would stand, in any 
event, as a point of view. , 

Mr. Jupp. That is right. 

Secretary Marsuatt. Now, you are approaching the thing from 
thisangle. If you accept that as a fact or a reasonable estimate, then 
the question is how do you manage to prevent tho subversion of all 
Asia in its conversion to communism? That is something else in the 
way of the Sovict Government’s efforts. However, that would mean 
to me that the defense of Europe is really one question that should not 
be dimmed by our difficulties in the Pacific. 

Mr. Jupp. It should not be dimmed? 

Secretary MarsHa.t. I mean, that we should not Iessen our efforts 
for the defense of Western Europe because of the Pacific. 

Mr. Jupp. No. I agreo with that, but I think we should do all the 

gs that aro necessary in order to succeed in Europe, and in my 
judgment finding means of keeping Asia out of the Communist fold 
1s ust as essential to Europe as it is to send divisions thero, 

ou say we do not want to get involved in land fighting in Asia, and 
I think I have urged that probably longer than any minor figure in our 
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country as far as I know. But if we do not succeed in getting the 
people of Asia to resist Communist expansion effectively, then we 
either have to intervene ourselves or [et it go. Since we don’t want to 
intervene and cannot afford to Ict. Asia go, there is only one conclusion: 
We must moreé resolutely and successfully and resourcefully find means 
by which wo can help these people themselves to resist it. Is that 
not right? . 

Secretary Marsuauy. I think that is right. However, I think there, 
from the military point of view, we have (o consider very carefully 
the whole chain of islands that faces Asia, 

Mr. Jupp. That is right. 

Secretary Marsuaui. That is a very important factor in the 
strength of our position in tho Pacific, and the final developments one 
way or the other on the continent of castern Asia. 

Mr. Jupp. But in view of China’s size and central location and 
the whole history of the Far East, do you think it is probable we will 
he able to keep Asia independent if the Communists succeed in getting 
their hold in China completely consolidated so that they are free to 
move in any direction out from China? 

Secretary Marsnaty, I think, of course, that would complicate the 
problem very greatly. It is one of tremendous difficulty in any event, 
even under the bést conditions we can visualize at the present time. 

Mr. Jupp. Let me put it the other wavy. If we do not find means of 
helping those Chinese who are anti-Communists stop Communist 
expansion there, where will we be able to stop it in Asia? How will 
we be able to stop it? At what cost will we be able to stop it? And 
with what will wo be able to stop it? That is the $64 question Tam 
always troubled with. 

Secretary Manrsnatt. That is one of the great problems in the free 
world today, Dr. Judd. 

Mr. Jupp. Beeause I do not want Americans fighting over (here, 
but [am just as sure as anything that if we do not succeed in enabling 
Chinese to stop communism, then we will have to use Americans later 
at infinitely greater cost, and wreck our own defense program and the 
European program too. ‘Therefore, the only alternative 1s that some- 
how we must find means of doveloping the resistance we know is 
there. Tho sentiment in China 2 years ago was for the Communists. 
Now we know it is against the Communists. We must take advan- 
tage of that rebound. We have a few months before they get the 
organized opposition liquidated. That may be a reason they want a 
cease-fire in Korea. With imagination we have to find a way to pre- 
vent that, because if we can loosen the Communist’s hold in China, 
and break the momentum of their drive, and prove to the people of 
Asia that its victory is not inevitable, and show that it is not in- 
vincible, as wo have done to a great extent in Korea already, there is 
a real chance we can break the immediate Communist threat in tho 
whole world. Asia is the place whero we can perhaps accomplish 
moet for our whole world program with the least cost and risk to our- 
selves. 

Tho weakest spot in the Kremlin’s set-up today is the mainland of 
China, I believe. To me, attention to that is oven more urgent than 
Western Europo at this particular moment. 

Mr. Reecg, Will the gentleman yicld? Weta 
_ Mr. Jupp. Iam glad fo yield. | ae 
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Mr. Reece. You were on the subject of a cease fire. 1 know in 
many of these questions basic policy matters come into consideration, 
but it would seem that if there was ever a military matter, the question 
of a cease fire and the conditions under which a cease-fire order ma 
be promulgated is a military matter. First, the safety of our Eighth 
Army is involved, as well as many other larger questions to which tho 
gentleman has referred. It would be very gratifying to me certainly, 
and I think to other people, if we had complete confidence that no 
action on the cease fire would be taken unless it met the judgment of 
the members of the Joint Chicfs of Staff, as well as General Ridgway 
and Gencral Van Fleet. 

Secretary ManrsuHatt. I think that is the case, sir. 

Mr. Reece. I am not referring now to the final consent of the 
Joint Chiefs of Staff, but to their judgment. 

Secretary Marsnatu. It is being handled as a military problem. 

Mr. Reece. Thank you. 

Chairman Ricxarps. Does any gentleman on this side have any 
questions? 

Mr. Hays. Mr. Chairman. 

Chairman Ricnarps. Mr. Hays. 

Mr. Hays. General Marshall, I bring up a point not to indicate 
any doubt as to your position, because I think you made it clear in 
your main statement the other day—and I am quoting your language 
now— 

The United States is taking more positive steps to meet the dangers of our times 
than have the governments of Europe. 

That can bo stated as an objective judgment certainly, without 
creating irritations between us and our allies, but there are certain 
implications in questions that have been asked today that I think are 
not supported by the present policies of European governments. I 
bring it out for that reason. 

I would like to have this confirmed. In spite of this generalization 
that T have just quoted, is it not true that in terms of sacrifice, in 
restricted food items, and in allocations of other necessities that 
impinge on living standards, the sacrifices of freo Europe are still in 
aaeD of America, and would be if the full amount requested were 
vot 

Secretary Marsuate. I think that is correct, sir. The standard 
of living is. vory much the case. : 

Mr. Hays. And that does becomo a factor in the decisions of other 
-NATO countries as to their contribution because of political and par- 
liamentary situations that develop, and because there is a limit 
beyond which the most devoted government of Europe cannot go in 
asking sacrifices in the total defense. 

etary Marsuat. That is correct, sir. I am in agreement with 
with you on that. 

Mr. Hays. Mr. Secretary, I have heard you quoted to tho effect 
that on a certain date the Korean War had vost $34,000,000,000, and 
that $7,000,000,000 of that sum was attributable to increased costs 
since the Korean aggression began. 
' Secretary Mansuauy. I do not recall the firet atatement because 
one of the great difficultiés we have had ig trying to distinguish with 
any degree of accuracy for Congress the actual cost of the Korean 
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War, where we have to separate Pilon i that would have been involved 
anyway from thoso that took place because of the actual fighting in 
Korea. However, the $7,000,000,000 I did state, I recall that quite 
clearly.. It was the amount of dollar valuo in purchases that we could 
not make because of tho rise in prices after woe had made our calcula- 
tions and secured the approval of Congress for the expenditures. 

Mr. Hays. So that the necessity for firm policies with reference to 
inflation continues, does it not? 

Secretary Mansnuauy. Yes, sir. Very much so. 

Mr. Hays. I have ono other question, Mr. Chairman. 

In spite of the Communist pmpeganes with reference to the United 
Nations and the assertions that the North Atlantic Pact is a departure 
from the United Nations, it is true, is it not, that every step we have 
taken and every step you urge upon the coneres now is in accordance 
with the spirit and the letter of the United Nations Charter? 

Secretary Marsnauv. I think that is the case, sir. 

Mr. Hays. That is all. d 

Chairman Ricuarps. Mr. Secretary, before calling on Mr. Herter 
I want to call tho attention of the witness and his assistants, and also 
the public—of course the committee knows about it—to the fact that 
this committee has made a special study of the Strategy and Tactics 
of World Communism, That study was made under the leadership 
of Mrs. Bolton from Ohio, who was chairman of the subcommittee. 
I cannot recommend that too highly to people who do not under- 
stand the tactics of communism. That is House Document 619, 
Eightieth Congress. 

fr. Herter. 

Mr. Herter. Mr. Secretary, in connection with the draft of the 
bill that we have before us, which I understand is in tentative form, 
there are a number of things that are a little vague which are left in it. 
For instance, the overhead costs of the operation are not in any way 
stated.. In fact, as the draft appears, the entire amount can be used 
for overhead. That is, the entire $8,200,000,000 can be used for 
overhead if those who are administering the program saw fit to use it 
all for overhead. 

I am wondering if it is possible for you to get figures from the 
Defense Department on the amount of overhead that you think would 
be required to service, let us say, the end-item program alone. 

Secretary Marsuauv. I think so, sir. | 

Mr. Herter. Good. Then the second thing is transportation costs. 
There is no indication anywhere as to who pays transportation costs 
in connection with end items. For instance, on what you are sending 
to Indochina today, docs the United States pay all the transportation 
costs, and the same with regard to Turkey, and the same with regard 
to other NATO countries? 

Secretary MARsHALL. I think that is the case, sir. 

Mr. Herter. Could the transportation costs of all those items be 
segregated likewise in general terms? 

retary MARSHALL. Yes, sir. 

Mr. Herter. The third thing is, we have had some testimony 
overseas in respect to the great value of training a certain number of 
foreign military personnel in this country. There was, of course, no 
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referenco to that anywhere in the document itself, but you must have 
pee some calculations as to how much money you want to spend on 
that. 

Secretary Marsuauyu. Yes, sir. That was done. I will have a 
report later. 

{r. Herter. Could you give that to us as a separate item? 

Secretary Marsuatu. Yes, sir. I will have that lone: 

Mr. Herter. I appreciate that very much. 

Chairman Ricuarps. Aro there any other questions? 

Mr. Herter. Mr. Chairman, I am wondering if the Secretary, 
while he is here, would be willing to say something about the value 
of the training of forcign military personnel in this country. It has 
not been touched on at all in any of the kestintony, and [ think it 
aah be desirable for you to give us your views for the record. I 
feel that is important. 

Secretary Marsuaty. It is not only important, but it is essential, 
and I think about 12,000 have cither completed the training or are 
in the process of being trained at tho present time. Is that not correct? 

General Scott. Yes. 

Secretary Mansnauy. And that is a most important factor. It is 
not only a question of familiarizing them with the management 
and the functioning and also the upkeep of this material and these 
weapons, but it also goes into the practices that we think are moro 
efficient in the organizational handling of the men. 

Of course, the more we have a common doctrine, the better off we 
are. ‘The training of these men and bringing them into this country, 
and all, builds up indirectly that same common thought as to these 
various matters, and a better understanding of ourselves and of our 
methods. Itisa very important factor and, as I say, it is an cssential 
factor of this proprant: : 

Mr. Herter. Thank you. 

Chairman Ricuarps. Mr. Battle. . 

Mr. Battie. Thank you, Mr. Chairman. Mr. Secretary, we have, 
pending before this committee, a bill that was passed unanimously by a 
subcommittee of which I happen to be chairman. It is a result of a 
study we made on east-west trade. Of courso, the Congress, and tho 
American people, and the Executive, and all of us, are very anxious 
to make sure that we do not do anything to build up the Communist 
war machines that in turn will kill our boys. : 

General Eisenhower recently told us, on this visit that some of us 
made to Europe a couple of weeks ago, that we should be very careful 
in working out this complicated problem as it would not be sensible 
for us to cut off our nose to spite our face, so to speak, in cutting off 
all trade, becauso Western Europe is dependent on certain items, like 
coal, timber, grain, and so forth, that come from behind the iron 
curtain at the present time. Z 

You would agree, however, would you not, as I am sure General 
Eisenhower agrees that there must be some workable system of con- 
trols by the United States and by our allics on these strategic ship- 
ments behind the iron curtain? 

Secretary- MARSHALL. Yes, sir. I think that is the case. 

. Mr. Battie. At the present time we are dperating under what we 
call the Kem amendment, which was attached as a rider to the third 
supplemental appropriation bill. As I understand the Kem amend- 
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ment, it is effective so far as the United States is concerned only when 
we ere at war under the direction of the Security Council of the 
United Nations. I think most of us realize, and I believe that the 
Kremlin realizes. that they made a grave mistake when they boycotted 
the Security Council at the time the deciston was made to go into 
Korea. 

In case war broke out in some area other than Korea, for instance 
Germany, is it safe or practical to have a poticy on east-west trade 
that is based on the assumption that Russia would walk out of the 
Security Council again? Is it safe for us to depend on her not usin 
the veto, knowing that the veto would prevent action by the Uniter 
States under the Security Council of the United Nations. 

From my own point of view, and IT am sure most of us agree, we 
cannot predict what Russia is going to do, so it seems Jike it is not 
safe to assume that Russia would walk out again and not use their 
velo. Would you agree with that? el 

Seeretary Mansuane. That would seem to be the case with me. - 


Mr. Battin. Also the Kem amendment, as I understand it, secks 
to cut off economic assistance to any benefactor nation which ships 
war materials behind the iron curtain. 

In the foreign-aid legislation pending before our committee at the 
present time I believe about 79 percent of the assistance deals with the 
military. In the future then, do you not think it would be practical 
and that we should include our military assistance as well as our eco- 
nomic assistance in any system controlling shipments behind the 
iron curtain? 

Secretary Marsuau.. That would seem so to mo. 

Mr. Bartiy. Relative to the east-west trade problem, I have men- 
tioned the fact that Western Europe is dependent on Poland for coal. 
I further understand that Poland is beginning to bo a little more 
harsh in the terms of her trade agreements, demanding more in 
return, especially in the way of strategic materials. 

Would you not think it practicable from a military point of view 
to be thinking in terms of possible alternative sources of supplies, on 
such important items as coal, for which we are dependent at the 
present time on countries behind the iron curtain? 

Secretary Marsua.y. We are already thinking of that, sir. 

Mr. Barrie. That is all, Mr. Chairman. Thank you very much. 

Chairman Ricuanrps. If there are no further questions, the Chair 
wishes to state 

Mr. Reece. May I ask a brief question, Mr. Chairman? 

Chairman Ricnarps. Mr. Reece. 

Mr. Reece. What progress are you making on the standardization 
of arms? 

Secretary MarsuHatu. On tho standardization of arms? 

Mr. Reece. Yes. The standardization of arms. 

Secretary MarsHatv. It is a Very slow job. {Ve are makin 
considerable progress. For instance, we are making considerable 
progress with Canada. Asa matter of fact, they have transferred part 
of their arms of British manufacture and their own local manufacture 
to one of the Western European countries, and are replacing it with 
arms that are purchased in this country. That makes quite an 
advance. 

In relation to Latin America, we are making small advances. 
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This procedure that is going on under this present program we are 
discussing here is bringing about an approach to that same question. 
Of course, we are in a predicament where we cannot discard large 
numbers of weapons, but the replacements and the build-ups are along 
the lines of standardization. 

Mr. Reece. That is all. 

Chairman Ricuarps. Mr. Sccretary, this will terminate your 
testimony, as I. understand it, in open session. You have been very 
patient and very frank, and tho committee fully understands there 
wero some questions that you felt should be answered, if answered at 
all, in executive session. 

ff we should desire later to have you testify before this committee 
in executive session, we hope that you will be ablo to come. 

Secretary MarsHa.u. At your desire, sir. 

Chairman Ricnarps. Thank you. 

ate. committee stands adjourned until tomorrow morning at 10 
o’clock. 

(Whereupon at 11:58 a. m. the committee adjourned until 10 a. m. 
qhe following day, Tuesday, July 3, 1951.) 
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TUESDAY, JULY 3, 1951 


Houst oF REPRESENTATIVES, 
ComMITTEE ON Foreign AFFAIRS, 
Washington, D. C. 
The committee met in the Ways and Means Committee room, 1102 
House Office Building, at 10 a. m., the Hon, dames P. Richards 
(chairman) presiding. 
Chairman Ricuarps. The committee will come to order, please. 
We will continue hearings this morning on the Mutual Security 
Program. We are privileged to have with us this morning Mr. 
Harriman. 
Mr. Harriman, do you have a prepared statement? 
Mr. Harriman. Yes, sir, Mr. Chairman; I have a brief statement. 
Chairman Ricuarps,. Will you proceed, please. 


STATEMENT OF HON. W. AVERELL HARRIMAN, SPECIAL 
ASSISTANT TO THE PRESIDENT 


Mr. Harriman. Mr. Chairman, ladies and gentlemen of the com- 
mittee, I appreciate the opportunity to testify again before this com- 
mittee. 1 have a brief statement underlining the broader aspects of 
the Mutual Security Program which in my opinion make it a vital and 
integral part of our security policies. 

I first want to reiterate what I have said to you before: that I 
still believe it is possible that another world war can be prevented, 
providing, and perhaps only providing, we give the essential inspiration 
and leadership to the free world, and that we act with wisdom and 
vigor, and, above all, consistency of purpose. 

As tho threat of Communist imperiatism has unfolded, our country 
has supported unprecedented poticies and programs which have been 
success(ul in thwarting in many areas the Kremlin’s aggressive 
designs. Your committee has played a notable role in developing 
and carrying through these policies and progres. 

I believe we are now in the acute phases of the struggle. The effort 
that our country will be required to make, including our own re- 
armament program and the propre for mutual security, will be very 
great, particularly for the next 3 or 4 years. 

If we carry out these programs effectively and are successful in 
preventing a general war, we can look forward to a tapering off of our 
domestic expenditures and a sharp reduction in our foreign assistance. 

The greatest part of our own effort and that of our allies will be 
to build the necessary military forces in being and trained reserves, and 
to produce equipment needed for both. en this build-up has been 
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completed, the annual cost will be very much retuced. Thus, our 
intensive efforts in the next few years will be in fact o capital 
investment in security. 

The Kremlin respeets nothing but strength. IT believe firmly that 
when we and our allics are strong enough we will find an entirely 
different political situation in the world. 

Confidence will replace fear among the free countries. The Kremlin 
will find that it mugt adjust its policies, and the provesses of disinte- 
gration may begin behind the iron curtain. 

To arrive at this situation, however, will require our carrying out 
all of the security programs that we are now planning—the develop- 
ment of our own military strength, aid to help our friends and allies 
rearm, and an economic program for an expanding economy in the 
freo world. 

There would be only disaster if we attempted to “go it alone.” 
Our associates can develop military forces exceeding our own in 
man rer, but these forces cannot be effectively equipped without 
our help. 

These nations have not the industrial capacity or the economic 
resources to produce in time all the weapons necessary for modern 
warfare. 

We must bear in mind that we produce industrially as much 
as the rest of the world put together, including the Soviet bloc. By 
a relatively small investment on our part to help ara other free 
nations, a vast addition to our own and to world sccurity can be 
attained. To me itis untenable that we should deny our own fighting 
men the benefit of well-equipped allics, should trouble come. 

The Kremlin has at its command in Russia and its satellites only a 
small fraction of the industrial capacity-of North America and Western 
Europe. It has been estimated that the gross national product of 
Russia and her European satellites totals less than $100 billion. 

In spite of their pretensions for peace, the Kremlin rulers are forcing 
their enslaved populations to produce for military purposes at the 
expense of what we would consider essential civilian needs in & manner 
utterly unthinkablo in free countries. 

They aro exploiting their European satellites by bringing down the 
standard of living of these unhappy peoples to that of Russia. They 
are increasing the military forces of these satellites and diverting 
output for Soviet use. 

If they had succeeded, as I believe they thought they could, in taking 
over continental Western Europo through subversion during tho 
economic chaos of the carly postwar years, they would have more than 
doubled the industrial resources at their command. By applying the 
same system of exploitation to these countries, they could have 
developed military strength of staggering dimensions. We would at 
best havo been forced into the total! mobilization of a garrison state 
and, at worst, faced with an unmanageable situation. ; 

These designs were thwarted by the Marshall plan. And now 
through the North Atlantic Treaty we have vigorous allics who aro 
working with us to develop and combine our mutual strength in a com- 
mon effort to make the freo world unassailable against external aggres- 
sion as well as internal subversion. ' 

Had it not been for the new rearmament ¢ffort, the Marshall plan 
would have accomplished its purpose, in all but a few countries with 
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special difficulties, within the 4 years as planned, and at a cost of 
several billion dollars less than originally estimated. 

Continued economic and technical assistance in Europe is now 
required on a much reduced besis to make possible the realization of its 
military potential, and at the same time to sustain a sound economic 
base from which increased total production can be developed. 

Military strength alone cannot win this basically idcological struggle. 
The only solid foundation on which to build security is economic 
development—n free-world expanding economy. 

- Otherwise, we would be building on quicksand. An expanding 
economy is essential to bear the cost of adequate military forees for 
defense, and at the same time give hope to freemen for a better life. 

The industrial countrics can increase their production if adequate 
raw materials are available. Wo in this country know that shortages 
of raw materials now limit our total production. ‘The same is true 
in Europe. We must work together to increaso production of essen- 
tial raw matcrials in the underdeveloped couritries. This will have 
the double value of making it possible for the industrial countries to 
expand their economies, and at the same time improve conditions in 
the underdeveloped areas. 

But it is not enough only to expand raw-materials production in the 
underdeveloped areas. ‘Their vast populations are engaged largely in 
agriculture, We must ?.ctp them to increase their food production. 

I know you are fami.) :r with what has already been accomplished 
with our help in some of these countries. The underdeveloped coun- 
tries need our technical assistance and capital under the broad con- 
copt of point 4. 

This country is the principal reservoir of capital in the world. It 
should be our policy to encourage as far as possible the flow of private 
capital to contribute to the needed developments, 

At the same time, investments must also be made through the 
World Bank and the Export-Import Bank in those projects which are 
not appropriate for private financing, such as improved transporta- 
tion, power, irrigation, drainage, and £0 forth. I hope that the Con- 
gress will approve the recommendation for the addition of $1 billion 
to the lending authority of the Export-Import Bank. 

The Mutual Security Program includes some grant funds for 
economic development and technical assistance. The increased carn- 
ings of the countries producing raw materials makes it possible for 
them to finance a considerable part of their development needs. 

However, there is real need for the grants that have been requested, 
to set in motion increased production and to help create conditions 
favorable to sound future international investment. It is planned 
that. the administration of grants and of loans by the Export-Import 
Bank will be closely concerted to achieve the over-all objectives, 

The reports by Mr. Gordon Gray and by the International Develop- 
ment Advisory Board under the chairmanship of Mr. Nelson Rocke- 
feller have made a valuable contribution to our understanding of the 
problems of the underdeveloped countrics and their interdependence 
with ourselves and the other industrial countries. These reports 
bring out clearly the dependence of our economy for its life and expan- 
sion on the development of other parts of the world. 

We are almost wholly dependent on imports from overseas for such 
raw materials as manganese, tin, natural rubber, chrome, asbestos, 
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cobalt, crucible graphite, industrial diamonds, hard fibers, and a 
number of other metals vital to military production. 

We also require very large imports of other basic metals, including 
copper, lead, zinc, tungsten, and uranium, as well as other products 
such as Feneteble fats and oils, and wool. 

A part of this Mutual Security Program is directed toward expand- 
ing raw-materials production abroad. Tho bulk of such expansion is 
to be privately financed, or promoted through Government toans and 
purchases for stockpiling or resale for military and other industrial 
production. : 

Some of the seve ronment projects in this program, moreover, are 
for transportation and other purposes directly related to strategic- 
nvaterials development. In the underdeveloped areas gencrally the 
program is designed to help create political and economic conditions. 
making possible expanded raw-materials production, and assuring 
their continuing availability. 

We cannot expect political stability under the conditions of misery 
that ‘arc so widespread. The falso promises of communism have 
already made alarming inroads, and it is clearly essential that we 
help in showing that real improvement in ccondmic conditions can 
only be obtained in a free society. This requires cooperative policies 
_ and actions on the part of all freo nations. 

A danger which overhangs us all is that of inflation. Like an infoc- 
tious disease, it spreads from country to country. We must not only 
combat inflation at home but work with other countries to combat it 
on an international basis. Inflation has already caused great diffi- 
culties in the rearmament effort of Western Europe as well as in our 
own. 

Perhaps the greatest danger of all is the danger of relaxation. Al- 
ready with the hope of an armistice in Korea there are those, in my 
earnest judgment, who are asking whether we cannot reduce our efforts. 

Relaxation can only lead to disaster. I believe that the United 
Nations action in Korea has been a crucial step in preventing another 
git it fc ly enlarged 

@ main purpose of our greatly enlarged rearmament program, 
however, was not to fight the Korean War but to develop strength 
rapidly to prevent a world war, and to be prepared should it be forced 
upon us. If we were to relax now, the sacrifice of our men in Korea 
mnlgot have been made in vain. : 

believe that the Kremlin considers the attack on Korea as a major 
blunder. They expected to attain an easy victory, demoralize the 
United Nations, and discredit American leadership. 

Not only has this plan failed but the aggression in Korea has aroused 
our pom and our allies to undertake greatly accelerated rearma- 
ment for defense. The Kremlin would like nothing better than to 
have us think that we can safely relax now while the Soviets continue 
to build their military strength. 

The Kremlin is convinced that free society cannot organize itself 
for survival, and that free nations cannot remain united. The 

always seeks to divide the free countries, and we must be 
ever on our.guard. . 

This is the moment when the United States must take the lead in 
going forward vigorously with all the security programs on which we 

ve embarked. ; . 
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I earnestly believe that we are today facing a supreme test—whether 
we are prepared to make the present-day efforts to assure our security 
and the continuing growth and vigor of a free society. 

Chairman Ricuarps. Thank you, Mr. Harriman. 

You stated in your testimony that we could not afford not to make 
this inves(ment proposed here. We have had an economic-aid pro- 
gram, the Marshall-plan program, that has been going on now for 
about 3 years. According to the proponents of the measure and also 
the Congress itself, it is supposed to end officially at the end of June 
30, 1952. 

We lave a military-aid program that should run at Icast 3 or 4 
years. 

Do you think at the end of that time the United States can get out 
of the plehine and these people can stand alone? 

Mr. Harriman. Well, the termination or the tapering off of the 
Marshall plan and the beginning of the greatly eolanged NATO 
military program have greatly overlapped each other. Now, there 
are certain functions which have been done by the Europeans and by 
ourselves in working with them, which I think should continue during 
the period of intense military rearmament, which I understand has 
been estimated for the next 3 years. 

The economic organization of the Europeans, the OEEC, cao make 
a valuable contribution in working together to break the bottlenecks 
of production ia Europe and to help the Europeans help each other 
in expanding their economies to take care of the added load they must 
earry in their industry. 

By the same token, a good many of the similar types of production 
negotiations we are engaged in in the conduct of the Marshall plan 
should continue in order to make it possible for us to work with them 
on the military program. : 

In addition, our technical assistance should continue. 

We were helpful, as you remember, in stimulating increased produc- 
tivity in ures and both industry and labor now in Europe want our 
help to show how they can increase their productivity, which would 
make it possible to carry a heavier rearmament burden. Those 
functions, many of them, although they are directed in a different 
way, I believe should continue during the period of tho rearmament 
rer ca form in which you do it is, of course, for others than me 
to decide. 

Chairman Ricuarps. Do you think, sir, that the military-aid part 
of this program is just as important to the defense of the Unitcd States 
as an authorization for the defense of our own forces here? 

Mr. Harriman. That is what I tried to bring out in my testimony, 
sir, and that is what I earnestly beliove. 

Chairman Ricwarps. Thank you. 

Mr. Harriman. I believo for a relatively small sum, as I said, we 
can perhaps, if we have the time, double our security by giving aid to 
our associated countries, both those in Europe and adjacent thereto. 

Chairman Ricwarps. You think that taking into consideration the 
financial and economic condition of the United States and the danger 
of inflation here, that nevertheless this is a investment? 

r. Harriman. I believe so; most earnestly so. 

Chairman Ricnarps. Thank you. 

Mrs. Bolton. ; 
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Mrs. Botton, It is delightful to have you before us again, Mr. 
‘Harriman. We always enjoy having you here. 

Mr. Harriman. Thank you, Mrs. Bolton. 

Mrs. Botton. You just said that for a relatively small amount—— 

Mr. Harriman. I meant relative to our own expenditures. 

Mrs. Boiron. Oh, I see. 

Mr. Harriman. I meant relatively to our own expenditures. 

Mrs. Botton. Because $8,000,000,000 looks pretty big, and 
$6,000,000,000 looks pretty largo. 

Mr. Harriman. I meant relative to our own. I am glad to be 
corrected. 

Mrs. Botton. You feel that this country can take the $66,000,000,- 
000 that is going to be required for our military and for foreign 
military equipment then? After all, your knowledge of the country 
from a businessman’s angle has been considerable. 

Mr. Harrissan. As you know, all of that $66,000,000,000 is not 
spent in I year. A good part of it is for authorizations that lap over 
into other years; but [ certaialy do. We have, of course, three times 
the gross national product per capita as Europe. We have industrial 
capacity that is three times as great, and [ believe that we can, and 
I also believe if we can get the raw materials and basic materials we 
can expand our economy faster than would be the case without this 
program, so that in a few years I think we can catch up with it and 
carry what is needed. 

Of course, if we do not get into war, why, this will be 9 period of 
intense effort for 2 or 3 years, and then a very sharp tapering off after 
we get the capital equipment for the forces abroad and at home, and 
the trained men. 

Mrs. Botton. Would it seem to you that in order to do it we woul 
have to curtail some of the altruistic programs on which wo have 
been spending a good deal of money for the past 20 years? 

Mr. Harriman. If you take altruism, I think, in its literal sense, 
‘then I think we must continue the same programs, that is, the pro- 

ms which contribute to the security of the free world and, there- 
ore, our own security. The programs that are included in the recom~- 
mendation are to develop political and economic stability in those 
areas of the world where we have a great strategic interest, not only 
because of geography, but because of the raw materials on which we 
are de Benen: 

If wo can learn any Iesson from Iran it is that we must seo that the 
people of the country where wo want to get the benefit of their subsoil 
wealth for our uso—that those people must also get a benefit and get 
a feeling that thoy are participating in the advantages that are coming 
to us. 

The sums Sy potarn are relatively small for the underdeveloped 

‘areas. It would require technical assistance for them, including public 
administration; but I think you are familiar, so I will ot go over it 
ain, with what has already been accomplished. These operations 

ve promise for very real success in showing people how they can 
amprere their production and Lee them some hope for a better life. 
ra. Bowron. I am particularly happy to have you bring P the 
Iranian matter because we have had some discussion of it, and Mr 
Judd made a very fino statement yesterday and provious thereto 
relative to the fundamental problem that must be faced in Iran, 
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which you have just mentioned; namely, that the people have the 
right to more of their subsoil wealth, and that it is just that which 
they are fussing over. 

More than that, it even goes to the recognition of them as free 
people, as nationals with a right to a voice in the Iran‘an Oil Co., 
which they have so far not been able to have, and the recognition b 
the British anc the rest of the world of their importance as individuals 
and as a general human problem. 

Mr. Harriman. I very much agree with you. 

Mrs. Boiron. That would be your very clear understanding of it? 

Mr. Harriman. I very much agree with you, Mrs. Bolton. 

Mrs. Boiron. You spoke of the raw materials on page 2 of your 
written testimony. ¥ou said something about the fact that the indus- 
trial countries can increase their production if adequate raw materials 
are available. That is near the bottom of page 2. There has been 
recent comment that America has been taking. all the raw materials, 
that there should be a pool of raw materials, and that there should 
be . way of distributing those fairly to produce the best over-all 
results. 

Has anything been done along that line at all? 

Mr. Harriman. Yes. There has been established international 
machinery which is now in operation. It is not quite a pool, but an 
analysis of the availabilitics and the requirements of the different 
countries. Committees have been set up of producing countries and 
consuming countries, so that there can be a fair division of the raw 
materials: and, of course, I hope we are arriving at more reasonable 
prices in some cases. That is in operation now, and others can testify 

etter than I can as to the details of these operations; but I believe 
that is a very important subject, because we want to see that everyone 
gets his fair share, if there is a deficit. On the other hand, we must 
work together, which I believe we are through ECA in eure and 
directly on our part in other countries, to Increase the n ed raw 
metennlss so that we can expand industrial production here and in 
curope. , 

It is only by an expanding economy that people in a free society 
will bo able to carry thisload. I tried to bring out the fact that under 
the Communist dictatorial state you can deprive people of everything 
and divert an enormous percentage of tlicir gross national product to 
defense, which is what they are doing. 

When you think that we are fearful of Russia today with a gross 
national product of only $70,000,000,000 itself, and less than $100,- 
000,000,000 with the European satellites—one-fourth of our own—it 
shows we have a problem in a free society to expand production so 
that we can havo-a decent life, and at the same time divert enough of 
our production for defonse. 

Mrs. Botton. That, of course, is as you suggest dependent largely 
on the amount of raw materials that can be made available. 

Mr. Harriman. The raw material factor is today the limiting 
bottleneck. bps : ; 

Mrs. Botton. We have just received from the printer this morning, 
Mr. Secretary, a staff memorandum, which we feel is going to be ex- 
ceedingly valuablo, of the potential production of strategio materials 
_ by point 4 countries. It is just a little thing, but is full o Srecedingly 

valuable material. I hope you will take one off in your pocket this 
morning. 
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Mr. Harriman. I have not had the opportunity to sce it yet. I 
will study it. 

Mrs. Botton. We have only just received it this morning’ from 
the printer. I hope you will take one, as you agree with me that 
raw materials are one of the very great factors in our entire mutual 
security program. . ; 

Thank you, Mr. Chairman. My time must be up. 

Mr. Harriman. May I just say this: Of course, in Europe with 
lower productivity per workman there is an even greater opportunity 
to expand percentagewise productivity there, and that is why there 
is the great need for the continuation of our technical assistance. 

Mrs. Bouton. Yes. 

Mr. Harriman. I found this time, when I was in Paris, oven greater 
interest on the part of the European management and European labor 
than I did a year ago. It was rather difficult at the beginning to 
make them both understand the great value of increased productivity, 
but in the 3 years that we have been working with them as a result 
of.the teams that have come to this country, our industry men who 
work in the different countries told me there was a real interest and 
a real desire to absorb this information. They gave me some rather 
startling figures on what was done in certain individual cases without 
a very much larger investment, and I was very much impressed. 

Mrs. Botton. You feel those teams coming over are a very valuable 
contribution? 

Mr. Harriman. Yes, and then a small number of Americans going 
in on 4 small basis from industry to industry in the different countries 
is something that is very important for us to continue, 

Mrs. Bouton. Of course, the labor organizations are making a very 
fine contribution. ; 

Mr. Harriman. Our labor organizations have been very helpful in 
terms of education and in terms of helping the labor men that come 
over here. As you know, it has been historically the idea in Europe 
that increased productivity was dangerous to employment, and the 
businessmen liked big profits on a small volume of business; whereas 
our concept of an expanding economy and expanding productivity 
is one which I think we have brought to Europe and is one of the 
values of the Marshall plan. Now we want to help them take advan- 

e of the new opportunity that has been created. 
rs. Bouton. Thank you very much, sir. 

Chairman Ricwarps. Mr. Gordon. 

Mr. Gorpon. Thank you, Mr. Chairman, 

Mr. Ambassador, I am certainly glad to see you again. 

Mr. Harriman, Thank you, sir. 

Mr. Gorpon. Of course, I appreciate getting your views on this 
important Mutual Security Program. I have no questions at this 
time, Mr. Chairman. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. I have no questions at this time, Mr. Chairman. 

Chairman Ricwarps. Mr. Battle. ; 

Mr. Barrie. I have no questions at this time, Mr. Chairman. 

Chairman Ricnanps. Mr. Herter. 

Mr. Herter. Mr. Harriman, throu haut, the testimony that has 
been given here the term ‘‘gross national product” has been used quite 
. frequently as one of the yardsticks by which the relative effort of 
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different nations has been measured. I think everybody gets a little 
confused in Uhinking that what gross national product means is gross 
national income. I wonder for the record if you would bo good 
enough to define what gross national product is. 

Mr. Harriman. As | understand it, gross national product is the 
total output of industry agriculture, and services. National income 
is the income received by individuals. 

Is that a correct definition? Mr. Gordon, my cconomist, can per- 
haps correct me if my definition is not correct. 


STATEMENT OF LINCOLN GORDON, ECONOMIC ADVISER TO THE 
SPECIAL ASSISTANT TO THE PRESIDENT 


Mr. Gorpon. The gross national product is most simply defined as 
the total value of “final products” produced in the Nation during a 
given period. By “final product” it is meant that thoso things are 
excluded which, though produced during the ‘period, are used up in 
the further production of other goods and services. Thus the grogs 
national product includes the total value of finished consumer goods 
and consumer services, finished machinery and equipment, construction 
and the goods acquired by and services consumed by the Government. 
It excludes such things as the steel that is used in producing auto- 
mobiles, tho coal that is consumed in running factories, the grain that 
is fed to animals, and so forth, the valucs of these latter commodities 
being incorporated in the final value of finished goods. 

To the above should be added two qualifications. First, if there 
is a net increase in the value of all inventories and stocks on hand 
over the course of a period, this increase reflects production not 
entirely embodied in the value of finished commodities, and the value 
of that net increase is added into the calculations of gross national 
product; on the other hand, if there is a net decrease in inventories 
and stocks on hand, current production during the period is less than 
that represented by the output of finished goods and services, and 
the net decline in inventories is deducted in arriving at the gross 
national product. 

The second qualification has to do with durable goods used in 
production, i. e., plant and equipment. The gross national product 
estimate makes no allowance for the depreciation of major plant and 
equipment. By analogy with the treatment of inventories, one would 
calculate the value of such equipment used up during the period and 
reduce the total production estimate accordingly. But, inasmuch as 
there is significantly greater flexibility in the replacement of equip- 
ment than in the replacement of inventories, and also because esti- 
mates of depreciation are inberently less objective than estimates of 
stocks of materials since they involve a judgment regarding dura- 
bility and obsolescence, attention is consequently given usually to 
the gross figure which makes no allowance for depreciation rather 
than to the net figure which would allow for the estimated deprecia- 
tion of durable plant and equipment. 

The value of gross national product necessarily depends on the 
length of the period over which output is measured. The same rate 
of activity for a year would yield four times the gross national product 
of a quarter year. By convention the year is the standard accounting 
period, but we are often interested in the rate of production during 

85708—B1——10 i 


134 THE MUTUAL SECURITY PROGRAM 


a shorter period than a year, in which case we may calculate the gross 
national product for a month or a quarter and multiply it by 12 or 
4, as the caso might be, to express it as an annual rate. 

The value of the gross national product is naturally very closely 
related to the value of incomes earned during the same period within 
the country, since it is the sale valuo of the Nation’s output from which 
incomes are derived. Because of this fact it was fairly customary 
until recently, to use the terms “national product” and “national 
income” almost synonymously. 

With the great improvements in national accounting and statistical 
techniques of the last decade there has occurred a refinement of terms 
so that “gross national product,” “national income,” and ‘personal 
income” are rather precise terms as used in this country and refer to 
related but different concepts. The national income differs from the 
the gross national product in two important respects: 

(1) The national income reflects an allowance for estimated depre- 
ciation and depletion of capital equipment (both of private business 
and of Government assets), the effect of this difference being to make 
national income less than the gross national product. 

(2) Indirect taxes are subtracted from the gross national product in 
arriving at the gross national income, indirect taxes having been 
reflected in the valucs of the goods and services represented by the 
gross national product. For the United States these two adjustments 
are currently equal to about $22,000,000,000 and $26,000,000,000, 
respectively, and consequently make the national income about 15 
percent less than the gross national product. 

Personal income” represents a still different concept. ‘This con- 
cept recognizes that income accruals and income receipts may differ, 
notably in the case of corporate dividends compared with corporate 
earnings; the difference being the sum of direct taxes on corporations 
and net retained earnings. It also recognizes that certain payments 
by the Government to individuals are in the nature of income pay- 
ments, although, not arising out of the value of current production, 
they are “income” in a slightly different sense. Among these are 
transfer payments, such as pensions and social security benocfits, as 
well as interest paid by the Government. Personal income conse- 
quently differs from national income by, principally, the deduction of 
corporate profits and the addition of corporate dividends, and by the 
deduction of social security taxes and the addition of Government 
transfer payments to individuals. 

These adjustments may Iead to a personal income figure cither 
higher or lower than national income, the general tendency being for 
a relatively high personal income figure compared with national 
income when the gross national product is low and unemployment 
benefits high and corporate earnings low in relation to dividends, and 
so forth, and vice versa. At the present time, shee income is 
about 7 or 8 percent less than national income in this country. 

The percentage differences among these three statistical measures 
are not especially uniform among countries, depending as they do on 
the extent to which governments derive their revenues from direct or 
indirect taxes, the ratio of depreciation to total production, and, as 
between national income and personal income, depending on the re- 
lation of corporate to personal taxes, the sa¥ings practices of corpora- 
tions, and on whether social insurance benefits are derived from an 
especially identified system of social insurance taxes, and so forth. 
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It is generally considered preferable to use gross national product 
for international comparisons since this figure has a rather clearly 
defined physical meaning in terms of the total production of the econ- 
omy and depends roelyey less than the others do on institutional 
arrangements. However, for rough comparisons between, say, the 
United States and the European countries, the general order of magni- 
tude of the comparison is not greatly affected by using one rather than 
the other, inasmuch as differences between gross national product and 
national income may run from 10 to 20 percent, while the differences 
between the United States and the European countries on either basis 
are, per capita, from about 100 percent in the case of the United King- 
dom and Denmark to roughly 200 percent in the case of France and 
three or four hundred percent for some of the poorer countries. 

Mr. Harriman. Do you wish him to submit a technical report for 
the record? 

Mr. Herter. Wo might as well get it clear, begause the phrase ap- 
peared in your testimony and appears prior to this time, and is used 
quite frequently as a yardstick. I wondered if you would care to 
comment on the use of it as a yardstick. 

Mr. Haraman. [L have used the term “national product” and got 
in the habit of doing it because I was rather convinced when I was 
Secretary of Commerce that it was the most reliable figure from a 
comparable standpoint of total national effort. 

Mr. Herren. If you take the gross national product of the United 
States and take a percentage of (Rat as being the effort we are making 
and relate it to a similar situation, let us say, in France, you do not 
have really an entirely comparable situation, because you start from 
a considerably lower standard of tiving in the French case than you 
do in the case of the United States; do you not? - 

Mr. HARRIMAN. You mean as far as the military effort is concerned? 

an Herter. Yes. ‘lo use that as a single yardstick of relative 
effort. 

‘Mr. Harriman. It so happens that I think France is running 
fairly close to our actual expenditures. We must understand one 
thing, that in our budget as it comes to Congress are not only the 
expenditures, but the authorizations that are requested; whereas the 
French budget is an estimate of the actual expenditures. Therefore 
in comparing the French budget we must compare it with the actual 
a as during the period under consideration, rather than the 

udget, 

Have I made myself clear? 

In France today, as I understand it, they are running along between 
8 and 9 percent, or very closo to 9 percent of their gross national 

roduct in their budgetary expenditures for military, and that is not 
ar off what we are now spending. The French expect to expand their 
military expenditures, but I beliove when we come to a peak it is a 
fact we will bo spending more, or a higher percentage of our gross na- 
tional product than is contemplated by the French, or that we would 
suggest the French should spend. 

Our gross national product is not the only factor, of course, to 
consider if we are considering relative effort. One is the fact that 
-France has only-about-one-third-of-the- -national product per 
capita that we have, in addition to which they do not pay their troops 
anything like the salaries and wages we pay ours. Also, there are other 
factors that have to be given consideration. 
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Mr. Herter. Very recently thero has been a tendency to insist on 
dollars-and-cents appropriations rather than contract authorizations, 
as was the custom in the past. As a result, the budgetary figures 
get somewhat distorted from the point of view of expenditures in a 
given year. 

Mr. Harriman. You are right. 

Mr. Herter. On the other hand, you have a great many editorial 
writers and others who take the expenditure figure and then talk 
about a pey-9e: ou-go tax operation based on those expenditure 
figures. It is little confusing for Members of Congress to try to 
explain the thing today, because we are trying to g° on & pay-as-you-go 
basis, but the expenditures are not going to be anything like the 
appropriations that have been made. I think it is a very confusing 
picture not only from the point of view of a good many laymen but 
a great many people who ought to know what the situation is. 

am wondering whether, from the point of view of our procedures, 
it would not be infinitely better to make estimates of expenditures and 
cantract authorizations, and then try to adjust our tax burden in 
accordance with the expected expenditure, instead of the appro- 
priations. 

Mr. Hanniman. This is outside of my immediate responsibilities, 
but when J was Secretary of Commerce I testified on the tax bill at 
that time. As I understand it, the Treasury does submit the estimate 
of expenditures that are going to be made during the current year, 
and it proposes taxes on the basis of expenditures, to cover that, and 
not on the basis of appropriations. 

However, it is confusing to get across to people generally what the 
difference is between the budget and the actual expenditures. 

Mr. Herter. One confusing thing about trying to relate this 
pay-as-you-go procedure is that generally speaking nobody takes 
into consideration the excess under the social security program— 
that is, of the intake over the outgo—so that quite frequently you 
have a considerable margin there of excess taxes that do not appear 
in the ordinary tax picture at all. That ought to be figured in the 
over-all inflationary picture. 

Mr. Harriman. Three years ago I would have been able to discuss 
that with you. I have not made a study of the situation at the present 
time, so I think I cannot help you in that right now. 

Mr. Herrer. The only reason I raised the question is that it seems 
to me if we have to sit here and pass judgment on an over-all economic 
picture in the making of authorizations, we ought to have a pretty 

- clear picture as to exactly where we are heading 1n our fiscal situation. 
Mr. Harriman. Someone else than myself can give you an estimate 
--of what the actual expenditures will be during the next 12 months if 
' these appro riations-are made. I have not got them, but it is obvious 
a considerable part of the military expenditures are long-lead items 
that will not bo delivered until later fiscal years. 
‘Mr. Herter. Thank you. 
Chairman Ricuarps. Mr. Zablocki. + 
-+ .Mr, Zaprocxs. Thank you, Mr, Chairman. 
’f Mr. HaRrmAN, How do you do, sir? oy 
- Mr. ZasLocrt, Good morning . Ambassador. I want to join 
my colleagues in welcoming you here. “ 
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In your statement and in answer to some of the questions you have 
referred to a fear, saying that we are fearful. I would like to point 
my questions to that phase, because I am sure that you do not intend 
to imply that our Nation and our present policies are laboring under 
any fear. There are accusations that our present policies are due to 
fear; that we have cither a fear of too much aid to our allies, or in- 
sufficient aid, or that the Soviet is too strong for us. I am sure you 
do not intend to imply we are fearful in that respect. 

We aro cautious, but we do not fear the Kremlin. 

Mr. Harriman. When I was speaking about fear in the free world, 
I was speaking about those countries which are wide open to Sovict 
attack at the present time. I was not speaking of our own country, 
but those countries that are quite close to the forees that are known 
to exist behind the iron curtain, and who have insuflicient defense at 
the present time agsihey possible aggression. 

Mr. Zantockt. Mr. Ambassador, to clarify it further, you do not 
fear that our allics are weak or unwilling, or not able to cooperate 
with us in their global struggle; did you? 

Mr. Harriman. No. 1 believe that our allies, or the governments 
of our allics who represent a majority of the people, are determined to 
go forward and desirous of going forward, and are determined to go 
orward with the mutual security programs on which we are embarked 
at the present time. The will to fight has been shown by the trcops 
that have fought in different parts of the world. There can be, in 
my judgment, no question about that. The will to fight comes from 
leadership and comes from ability to fight, which means adequate 
equipment and adequate forces. : 

I think so much has been said about France that I might point out 
that the French have fought gallantly, even though with very small 
forces, in Korea. They have something like 150,000 French troops in 
Indochina that have taken substantial losses and have shown no 
weakness in will to fight, and have been up to the highest tradition of 
the French military. 

Mr. Zastocxs, Mr. Ambassador, you state: . 

The Kremlin will find that it must adjust {ts policies and the processes of dis- 
integration may begin behind the fron curtain. 

On tho basis of recent clections in Europe and developments in the 
Far East, how great or pronounced is the evidence of unrest and dis- 
integration of the Soviet influence today? 

Mr. Harriman. The surest cvidence is that purges continuc. 
Wherever you find purges they are an expression of the unrest that 
exists in the countries. We see oven in the inadequate information 
that we get through tho press very substantial purges that are going 
on in the satellite countries. 

My statement there, if I may amplify it a bit, relates to my belicf 
that the Kremlin has maintained these very large forces in order to 
intimidate and to divide the free world, and to support her satellite 
military operations. 

the free world is strong enough so that aggression cannot be suc- 
cessful, I believe that they will find that it will be necessary for them 
to reduce those expenditures. Although they can do what they are 
now doing—that is, force their people to exert most, or a large per- 
centage of their effort to the military—it does cause a lot of unrest 
within the country. 
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Now, when these policies prove to be unsuccessful, there will be 
internal pressures which will, I believe, force some sort of a change. 

I did explain that the Sovicts were exploiting their Eastern European 
satellies, and that has helped them maintain their military forces. 
If they cannot expand there will be no further area they can exploit. 
This exploiting business can only go on once and it will mako it very 
much more difficult for them to maintain these large forces, and they 
may well have increasing difficulties behind the iron curtain. 

Now, we did see the defection of Tito, which, I believe, came from 
the improvement of conditions that resulted from interim aid and 
the prospects of the Marshall plan. That type of movement, al- 
though it is not ovident anywhere at the present time, can gain 
impetus if the free world is gaining in strength and determination. 

n other words, it is really just a question of whether we believe 
that free society is the vigorous society, or whether dictatorship 
has more vitality. I cannot believe that it can hold contro! of its 
people indefinitely. The ps of disintegration has always in the 
past begun, and T think that will again begin. After all, they have 

cen in control of Russia for 34 years, and still it is a land of fear. 
Tho Kremlin fears the people and the people fear the Kremlin. 1 
do not believe you can go on forever under such a system. 

Mr. Zantocks. Mr. Ambassador, on the past performance of our 
allies and with tho evidence of unrest, and taking into consideration 
your last statement, it is most necessary and crucial then that we do 
not curtail our efforts as embodied in this Mutual Security Program 
we are now consitering. Is that right? 

Mr. Harrisan. I earnestly believe it would be a-great mistake, 
and I believe it would encourage the Kremlin to pursue more aggres- 
sive policies if we were to relax, and it would encourage the people 
among our allies to relax. I know the political situation in other 
countries is not far different from our own. There are people in other 
countries who do want to relax, just as there are in this country. I 
really do believe this. As I said, we are coming to a critical period 
of the struggle, and if we go forward and show the Kremlin and show 
our allies that we mean to carry forward with vigor, that today will 
be the turning point in the whole struggle. But, if we do relax then 
other people will relax, and it will certainly encourage the Kremlin 
and it will be an invitation to further aggressive actions on their part. 

Mr. Zaptocxki. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. Mr. Harriman, do you think bringing Greece, Turkey 
and Spain into the North Atlantic Treaty Organization would 
strengthen the position of the Organization and of the United States? 

Mr. Harriman. Yes. The bringing of Greece and Turkey into the 
North Atlantic Organization is under consideration now. The ques- 
tion of Spain is also under consideration, and it will probably take a 
longer period of time, if it can be done. 

Mt EEcE. Recently I introduced a resolution, fecling that way 
myself—— 

Mr. Harriman, What was that? 

Mr. Reece. Recently I introduced a resolution which indicated it 
was the sense of Congress that these countries be invited to become 

arties in the North Atlantic Treaty Organization. I am wondering 
if the enactment of a resolution of that nature might strengthen the 
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hand of the adininistration in encouraging the invitation to bo ex- 
tended by the other member countries? 

Mr. Harwiman. 1 think those matters are being discussed with our 
allics, and 1 am not sure that it would be helpful at this time. That 
is a matter, of course, for Congress to decide. I think it ought to be 
done by negotiation with our allies and in no sense an indication that 
we are going to try to pressurize them into doing something which 
they may or may not think is wise. 

Mr. Reece. The Congress passed n resolution expressing the atti- 
tude of Congress toward not malisitaine the Red Chinese to the Council 
seal, We understood the State Department felt the passing of this 
resolution would strengthen their hand in advancing Unt cause. 

Mr. Hankiman. There is a difference, Mr. Reece, between Greece 
andl Turkey, who are already members of the OKEC and a member 
of the Council of Europe, and Spain, which is not. There have been 
some very definite differences between European. countries and Spain 
and also in our case. Ambassadors now have been appointed to 
Spain, and L think in the natural course of events the relations between 
Spain and other European countries may develop, particularly if the 
present Spanish Government moved in the direction of liberalizing 
their policy along democratic lines. 

. I think one should differentiate between Greece and Turkey, and 
Spain. 

Mr. Reece. In the testimony of General Marshall yesterday it was 
developed that our armed services budget for this fisca] year amounted 
to about $76,000,000,000. That would be about 25 percent of our 
national product, Is that approximately correct? 

Mr. Harrigan. I did not read yesterday’s testimony of Gencral 
Morshall. 1 think the expenditures, as Mr. Herter brought out, aro 
the figures to consider, rather than the appropriations. I cannot give 
you, and I do not know, the amount requested for authorization that 
will be spent during the next fiscal year. It would certainly be a 
lower figure. 

Mr. Rexex. I did not ask you to confirm the defense budget. I 
‘ stated that as a fact, that that was developed in the testimony of 
General Marshall yesterday. My question then was what percent of 
the national product would $76,000,000,000 be? 

Mr. Harriman. I may be wrong on this, but I understood some- 
thing like $50,000,000,000 is going to be spent, rather than the figure 
you mentioned, which is authorizations, 

Mr. Rexcn. I could not hear you. 

Mr. Hanriman. I say, this may be wrong, but I understood a figure 
of approximately $50,000,000,000 was what was contemplated to be 
spent during the next fiscal year, as against the figure which I under- 
stood you used, which was for authorizations. § that I think one 
should use a figure of approximately $50,000,000,000 in considering 
the expenditures for next year. 

Mr. Rerce. In determining the relative effort by various countries 
the same figure should be included. In one case if we included the 
budget, then in alt cases we should include the budget, should we not? 
That is, if the budget of the European countries ranged from 2 per- 
cent to 10 percent of their national product, then it is appropriate to 
refer to our defense budget, which is arownd $76,000,000,000, and 
which is about 25 percent of our national pro:tuct. 
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Mr. Harraman. I want to explain to you, as I did to Mr. Herter, 
that the Europeans’ budget is only for tho expenditures and not the 
authorizations. Under their system the governments go ahead and 
make the authorizations themselves without tho authority of the 
parliaments; whereas it is our custom to ask the Congress for tho 
money that is going to bo spent plus the authorizations. So that in 
comparing our figures we must uso the figure of the expenditure as 
compet to the budgets of the European countries. Therefore, one 
should use a Hits of roughly $50,000,000,000 as against what the 
Europeans would be planning to spend in the samo period of time. 

As I said, France and Britain today, who are the largest countrices— 
tho largest in gross national product—are spending, as 1 understand 
it, during the current year, something in the neighborhood of 8 to 9 
percent of their gross national product. Europe as a whole is spend- 
ing something less than 8 percent. They intend to expand their 
expenditures. . 

Tow far they can go has not yet been fully clarified, but there is 
no doubt that we will go further in the percentage of gross national 
product than the Europeans will, and in my opinion can, in terms of 
using this ono yardstick of gross national product. In other words, 
T understand wo will go up to 15, or 17, or 18, or maybe as high as 20 
percent, whereas the Europeans will not be able to go that high. 

Just how high they can go depends a good deal on factors such as 
the availability of raw materials, and how much assistance we are 
ready to give them to supply food and raw matcrials to take the place 
of their exports which they are now using to buy the needed imports. 

There are other factors, Mr. Reece, which one must consider in 
making the comparison of the gross national product on a per capita 
basis which, as I said, in Europe is only about one-third of this country. 

T am sure you would agree it would not be fair or possible for the 
people in the State of Tennessee, who have, as I understand it, roughly 
about half of the income of my State per capita—I think you would 
consider it impossible and certainly unfair to ask the people of Ten- 
nessee to pay the same Percentage of their incomes as in my State. 
I would certainly think it was unfair. 

A similar situation éxists in our relations with the European coun- 
tries when we are embarked upon a mutual effort. 

Mr. Reece. Well, I appreciate the comparison of the incomes of 

the people from Tennessee and those of the great Empire State. I 
am not thoroughly conversant with the amount of income that we 
contribute to the Federal Government, but we are contributing a very 
substantial part of it. 
’ Mr. Haraman., I did not mean in any way to speak about it in 
any sense of superiority on the part of New York State. It just 
happens to be that the people are engaged in different kinds of oceu- 
pations that do not bring them in as much money. I hope some day 
there can be greater equalization of the incomes of the people all over 
the United States. 

I have great respect for the State of Tennessee and the great. con- 
tribution they are making. I am only indicating that I would not 
think it would be fair to ask the people of Tennessee, with their 
present incomes, to pay as large a percentage of that income for 
defense as are the people of my State. i 
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Part of it is the character of SeeupattOn: which in no sense reflects 
on the effort that the people of cach of the two States make. 

Mr. Reece. I did not so interpret it, but I was afraid someone else 
might do so. 

fr. Harriman. All right, sir. I just wanted to make that clear. 

Mr. Reece. There is just one other thing. In regard to the budget 
now, under the system of budgets used in the European countries, do 
they spend, or does cach of those countries spend, their entire budget a 
year in the year for which the budget is made or estimated? 

Mr. Harrimtan. As to military expenditures in the countries I 
happen to have been studying, they are more apt ¢o spend more than 
their budget shows, rather than less. That is in the case of France, 
which started off with a lower budgetary figure and will end the year 
by spending substantially more, and will get additional appropriations 
or that. 

Mr. Rerce. But under our system here we maké a budget for the 
year. All the money may not be spent, but the major percentage of 
the budget is obligated so that it is in the process of being spent. Is 
that not tho purpose in setting up the budget, so that the money is 
available and the oxpenditures can be planned on the basis of tho 
budget, although it is not expected that all of it will be spent in 1 year? 

Mr. Harriman, I think our system is a better system, but it so 
happens that it has been their custom in the European countries with 
which I am familiar only to ask their parliaments for the actual money 
they believe they are going to spend. The governments have taken 
on their own authority the responsibility for making the forward 
commitments. That is their system. 1 do not think it is as good 
as ours or at least as sound as ours, but that is the way they operate. 

Mr. Rexcr. Then those countries cannot make commitments 
beyond the year in which the expenditure is completed? 

Mr. Harriman. No. They do. The executive branches of the 
governments, of course, do make those commitments, but they do 
not ask their parliaments’ approval of them until they are ready to 
spend the money. However, they do go forward just as we do in 
making the forward commitments. 

In the British case, when they asked for this year’s military budget 
they have eine to their Parliament what the next 3 years’ 
budgets are likely to be. So that in 8 sense they have forewamed 
them _as to what they will be, but they have not asked for a-vote of 
the Parliament approving them. So that it is understood hy the 
British Parliament when they ask for whatever the figure is for this 
current fiscal year, that. the Parliament is on notice that they are making 
commitments which will run over into other years. 

Mr. Reece. If you will pardon me just a minute, I would like to 
get back to this relative burden that we bear down in Tennessee to 
that which they bear up in New York, so as to clarify the situation. 

A man who is making $5,000 a vear in Tennessee contributes just 
as much to the support of the Federal Government as a man who is 
making $5,000 a vear in New York. 

Mr. Harriman. That is correct. 

Mr. Rercs. So that a man in Tennessee, or any other State, con- 
tributes the same percentage of his income as docs a citizen of New 
York who makes tho same or has the same income. 
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Mr. Harriman. That is correct. 

Mr. Reece. The only difference is that New York has possibly a 
larger percentage of its people who have an extremely high income. 

Mr. Harriman. That is correct. 

Mr. Rerce. Possibly some members of the firm with which you 
were formerly associated, who may have salaries ranging into a fow 
hundred thousand dollars—naturally, under our income-tax system 
they pay a larger, percentage of their income than docs a man in 
Tennessee who has an income of $10,000 or $15,000 a year. So that 
after all, the burden falls equally on the citizens, regardless of the 
State in which they live. 

Mr. Harrman. That is correct. 

Mr. Reece. That is all. 

Chairman Ricnarps. Mr. Hays. 

Mr. Hays. Mr. Harriman, since the world has no common currency, 
we qnlgnt use man-hours to determine tho contribution, might we 
not 

Mr. Harriman. What is that? 

Mr. Hays. Since the world has no common currency and it is 
difficult to reduco it to money equations, could we not approach the 
problem that Mr. Reece lias mentioned with the common denominator 
of one man working 1 hour? Certain criteria could be ultimately 
worked out to determine whether the contributions are commensurate. 
Among 1,000 workers, for example, you would have about the samo 
number of men 30 years of age, and the same number of men 50 years 
of age. A person in France would be contributing in an hour's time 
about what a person here would contribute, allowing, of course, for 
differences in technology. That would be one way to get at it. 

Mr. Haraiman. It would bea fairly complicated one but, of course, 
that has been done in connection with the number of men that aro 
going into tho services, as compared to the population. It gots pretty 
complicated if you do it on an individual basis, but there are all sorts 
of considerations that have to be taken into account. I hope that 
there will be an explanation to you by other witnesses to show the 
kind of an effort that they are making, and the kind of an effort which 
it is believed for our part is a reasonable one to expect them to make 
on 8 comparable basis. 

It is awfully hard, sir, to get a real comparison because thero aro 
certain things which enter into it. Our industry being so much great- 
er on & per capita basis than the Europeans’, we have industrial 
capacitics which can be converted to certain types of military produc- 
tion which do not exist in Europe and, therefore, the physical capacity 
to do things which is also involved. : 

Mr. Hays. The idea back of it all, of course, is to get each of us to 
do our dead-level best. If & person’s dead-level best in one nation 
is short of the other nation’s dead-level best, at least we can all have 
the consolation of knowing we are contributing to a common causo. 
I think that is a fair statement to make. 

Mr. Harriman. That is a fair statement, and that is what I beliovo 
in time, with all of us working together, we will arrive at in a rough 
sort of a way. : 

Mr. Hays. Mr. Harriman, I want to pyrsue a little further this 
problem of inflation growing out of the raw-materials program. 1 have 
the agures for the period from May 1950 preceding the Korean aggres- 
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sion, to January 1951, which is a 7-month period, showing that the 
price of tin increased 135 percent, antimony 171 percent, lead and 
zine 45 percent, and rubber 157 percent. ‘There were some increases 
too in copper and tungsten nnd wool, although not as substantial as 
those other increases. 

TI wonder what assurance you can give us that the economic and 
financial controls to arrest that trend are being invoked? 

Mr. Harriman. I do not recognize all of vour figures, sir. Some 
of them have gone down, you know, since the figures, I think, that 
you have indicated. 

Mr. Hays. But in general. 

Mr. Harnisax. Many of these prices are on the raw-material- 
producing countries that sell on the open market, and there is open 
competition for them as there has been in the United States befora 
the controls were set in. Many of the European countrics have 
controls in their own countries, but they co not confrol the countries 
that produce the raw-material prices. 

There are discussions, as I have said, going on between the producer 
and consuming countries. What that will Fead to I cannot fully tell, 
but if the consuming countries act together, which I understand they 
are, in conserving some less essential use for a more essential use and 
reducing down the requirements, there will be less competition in the 
open markets and, therefore, a lowering of the prices down to a 
reasonable basis. 

Also, if we can go together to increase our production of these raw 
materials, why, then, the market itself will naturally come down. 

There are certain countries that are cooperating. Certain countries 
are part of the North Atlantic Treaty, and other countries, of course, 
are not associated in the same way, and have not got the controls 
that the North Atlantic Treaty countries have. 

Mr. Hays. It seems to me that we need to emphasize a little more 
what is happening in these inflationary movements in the world as we 
discuss our own internal problem of inflation. It is very difficult to 
meet and unless there is imagination and leadership in it, we cannot 
whip that problem. 

Mr. Harriman. I certainly agree, sir, and I think we should take the 
lead in it. I hope the Congress will pass the control measures which 
are requested. We are such an enormous part of the world cconomy 
that our own actions can tend to help all around; but, of course, we 
must ask other countries insofar as we are able to, to follow similar 
practices. ; 

I think by and large most of the European countrics have within 
their own countries, but in the other countries outside, why, there 
are not the controls established, and it is not always casy to get them 
to act. It is not always easy to get action on the part of our own 
country in controlling certain prices. 

Mr. Hays. It is related to this other problem that has been referred 
to. It is a condition that the Communists exploit. You get an 
inflated income in an area that is producing raw materials, but that 
income is not equitably distributed, and then the extremes of income 
that the Communists immediately seize on show up. 

Mr. Harriman. You are absolutely right, sir. We should use all 
of our influences and pressures to see that the increased incomes that 
come about in the individual countries do not trickle down, but go 
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down in the form of improved conditions among the main body of 
people in those countries. 

Mr. Hays. It would be true in the rubber-producing areas too, 
I should think, in southeast Asia. 

Mr. Harriman. Yes. In all of those countries. 

Mr. Hays. Mr. Harriman, I was glad to see you refer to Mr. Gordon 
Gray’s report and Mr. Nelson Rockefeller’s report. , Mr. Rockefeller 
has been identified with some endeavors of private agencies in recon- 
truction programs, It is a sort of private point 4. 

Are you prepared to appraise the efforts being made in nongovern- 
mental enterprises that are doing exactly this same thing to rehabili- 
tate some of these countries agriculturally? 

Mr. Harriman. I have no information on that that can contribute 
to it. I had heard that Mr. Rockefeller might appear before this 
committee, and he can give you a good deal more information than I 
can, I am sure, since these last few years he has been absorbed, I 
think, in these very admirable and useful undertakings, not only for 
the countries in which he has operated, but in the fundamental interest 
of the people of the United States. Iam sure he can give you a good 
deal moreinformation thanI can. 

. The matters I have been connected with have been in Europe, where 
we have attempted to encourage the European countries to expand the 
economies of the territories in which they have an influence. There 
it has been largely governmental in providing the basic services, such 
as transportation, communications, development of ports, and so 
forth, which makes possible the cheaper movement of products, both 
industrial products and food, which will give a higher income to those 
people. en the cost of transportation is very great, why, of course, 
the people get a much lower income from their efforts. Both govern- 
mental effort and private effort, I think, should be tied in together. 

Mr. Hays. Yes, sir. 

Mr. Harriman. That is the objective, and the fundamental objec- 
tive of the point 4 concept. 

Mr. Hays. I mention it because the tendency will be to overlook 
and neglect the private agencies that are doing a very significant work. 
I happen to know about their work in Mexico, for example. Unless 
we keep some attention focused on it, we may be making a great 
mistake. If we think altogether in terms of governmental activity, 
I think we would be making a mistake. 

Now, just one other question about the point 4 program. It is 
proper for us to emphasize the exportation of talent and of manpower, 
trained young men, that is, to help in this agricultural program of 
anreesine food: It is proper for us, is it not, to emphasize that, as 
. distinguished from the export of goods? 

India is a good example. It was ironic that. we had to think in 
terms of sending grain, simply because for the past several years we 
had neglected to do the other thing. I heard, for example, Mr. 
Raymond Miller—and I think he is a known expert on agricultural 
rehabilitation—say that if he were writing the ticket he would send 
100 men of the caliber of our county extension agents to India. 

I hope that we can interpret this program in those terms, so that 
the American people can really feel that we are sharing with the 
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so-called underprivileged people the educational advantages that we 
have built up in the West. 

Mr. Harriman. Mr. Hays, I think you have touched on a very, 
very fundamental question.. Wo saw a good deal of it in Asia. It 
is one of the things we attempted to do; that is, to bring in our own 
agricultural peoplo and to help the European countries set up an 
extension service based on the benefit of our experience. 

Now, some countries have done very well in that respect in Europe, 
and others not so well. However, the agricultural production has been 
increased in Europe as a result of the type of effort that you speak of. 
Of course, European agriculture is very well advanced, but in the 
underdeveloped countrics it is a complete blank, and the efforts 
that you speak of are absolutely essential to bring to them, if we 
want to have an increased production in those countries which will 
Bivo them some hope for a better life, or, in other words, help them 
ielp themselves. We have the knowledge and -khow-how. I am 
sure they have told you, as they have me, that there are great oppor- 
tunities for showing the people how to increase agricultural production 
with better seed; better tools, better fertilizer, better methods of 
drainage, irrigation, and so forth. I know others can testify better 
than I can, so I will not expand on that. 

Mr. Hays. Thank you very much, sir. 

Mr. Harriman. But it is really the same sort of thing we brought 
to many of our farmers in this country, which we can do with very 
little expense. You know how much: it has helped the people in your 
State and other States. 

Mr. Hays. Exactly. Tho farm security organization, of course, 
had a very important part in that. 

Mr. Harriman. Yes. 

Mr. Chairman, I find that I did not fully hear your question at 
tho beginning. Mr. Gordon tells me I faifed to answer your first 
question. Iam sorry, but I did not hear it. It was whether we could 
stop aid after 1954 or 1955. In my statement I said after a few 
years I would expect to have or expect to see a very sharp reduction, 
if not an entire stoppage of aid, providing we go ahead with it on a 
large enough basis. Wo aro building up the capital equipment, sir, 
to arm the forces that they are now creating, and have enough cquip- 
ment on hand so that they can call up their reserves quickly. 

In modern warfare we need enormously expensive equipment, fai 
more than ever before in terms of cost. After that equipment is once 
in being and once in the hands of the people, they will bo able, in my 
opinion, to carry on the maintenance that will then be a smaller, and 
& very much smaller figure than will havo to bo spent now during the 
period of the build-up. 

It is a very long statement or way of say f that I believe we will 
be able after 3 or 4 years to reduce sharply, if not entirely abandon, 

military assistance. There may be certain countries which we 
will desire to go forward with which have no industrial production 
at all, but I look on this as being a great effort for a few years, and 
then we will have the benefit of it. 

Chairman Ricwarps, Mr, Secretary, I asked that question because 
I knew how familiar you were with the situation of the build-up in 
these areas, particularly in Europe. I know you cannot say definitely 

’ 


when you expect this thing could be done over there without our ai 
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Mr. Harrman. It could not be done in any reasonable period 
without our aid, but if we give them aid for a period of 3 years to 
4 years—others can testify in more detail, and I do not know just 
how much it is wise to do in open session rather than in executive 
session—we can expect to have a really sharp break in the size of any 
foreign aid which we may think it wise to give after that period, 
always assuming that there is no war. 

Chairman Ricuarps. Dr. Judd. . 

Mr. Jupp. Mr.'Harriman, I have read your statement carefully and 
I want to commend you, as I did the Secretary of State, on what seems 
to be a lot of progress that has been made in the thinking of the Ad- 
ministration, or at least progress in public revelation of its thinking. 
For example, it has constantly been said that we must save Europe, 
regardless of what happens in the rest of the world, because of Europe’s 
industrial sapaelly. and the fact that it is the world’s second greatest 
workshop. But you say on page 2 of your statement: 

The industrial countries can increase their production if adequate raw materials 
are available. : 

I am glad you have discovered, and I hope others also realize that 
the workshop in Europe is no good without raw materials, and that 
adequate raw materials are not to be. found in Europe; many must 
come from Asia. ; 

I am glad that you at last have joined the so-called China lobby 
along with Secretary Marshall, who almost joined it the other day. 
He will have to eventually, I am confident, because he is not goingto 
be able to win in Europe unless we pay more attention to stopping the 
Reds in the Far East, where the raw materials are, and we cannot stop 
the Communists in the Far East without mobilizing the strength of 
anti-Communist China. 

Now, I want to ask you a question. 

Mr. Harriman. Mr. Judd, may I interject this, that what I have 
said here I have said for.a long time. I said it when I was Secretary 
of Commerce, and it is on the pubic record in an article I wrote for 
the Saturday Evening Post, I think in the spring of 1947, which says 
much the same sort of thing. ; 

It is not only Europe that is depending on these raw materials—-- 

Mr. Jupp. It is ourselves. 

Mr. Harriman. It is our own life and our own future. 

Mr. Jupp. Precisely. 

Mr. Harriman. But I am not joining the China lobby, sir. 

Mr. Jupp. I want the Washington Post to notice, please, and 
report that you are now making precisely the same argument it has 
anathematized some of us for making all these many years. 

Mr. Harriman. I think you and I agree on the great interest we 
have in the underdeveloped countries. 

Mr. Jupp. That is right, and we are interested in China not 
because it is China, but because we believe there is no other organized 
body of manpower in Asia that has a chance of stopping further 
Communist expansion there. 

May I ask you this question: If the Chinese, with our proper 
help—which we have never given them since Wedemeyer was with- 
drawn in early 1946—are not able to get Communist expansion stop- 
ped in Asia, then who will be able to get it stopped, and where, and 
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Mr. Harriman. Well, I am not the expert on the Far East that 
you are. 

Mr. Jupp. But you say we have to have its raw materials and you 
must do some thinking about it. 

Mr. Haraiman. I have not becn in the Far East for the years you 
have, although I have been there on several occasions. I am quite 
convinced unless we go forward with the technical assistance and the 
economic assistance that is contemplated we will run into difficulties. 
I would like to see it increased rather than reduced. I would support 
personally an even greater effort than we are putting forward. Hlow- 
ever, there are vast parts of the undeveloped world, in Asia, the 
Middle East, Africa and South America, that we want to give the 
sane attention to and go forward with the programs which we have 
undertaken, 

Now, I think we have to realize that. We have to learn by the 
experience that we have had and the success of some of the things we 
have done, as well as the failures that occurred where we did not move 
fast enough. 1 think we want to look forward and learn from the 
good things we have done and from the mistakes that we may have 
made, but I am very much encouraged from the reports that we have 
of the success we have had where wo have had good people and 
enough money to operate on. . 

Mr. Jupp. Yes, but the question is, Will those areas still bo free 
and_open to us, so that we can carry on there the programs of which 
you speak, by the time our Government belatedly gets around to 
them? That has been my concern. You cannot carry them on in 
Manchuria today or mainfand China, or in Czechoslovakia, or in any 
area where the Sovicts have gained contro). The first thing is to stop 
their expansion. 

To givo credit where it is due, just as the Chinese held the line 
against Japan, fighting on our side for 443 years before we had sense 
enough to know it was our side—we were helping Japnan—so they 
fought on our side holding the line against Communist expansion in 
China for 5 years before we had sense enough to know it was our side. 
We were ordering them to get into bed with our enemy. I only hope 
that despite our abuse, they can hold for another fow years until we 
can get going in the areas around China that are still free. I believe 
they may be tough enough to save us, despite all our past folly. This 
is an old, old story to the members of this committee. They have 
heard me saying it ever since I have been a member, but I am going 
to keep on saying it, and maybe we can get some more conversions. 
It is not because I like to say it, believe me. It does not do anything 
for myself except create trouble; but I have to do it because I feel so 
sure our country’s whole future is involved. Inasmuch as thoso are 
my convictions, I must press them while there may still be time. 

The other thing on which I want to comment is on page 4, where 
you say you belicve that the Kremlin considers the attack on Korea 
as @ major error and wants to get out of it. 

They expected to attain an easy victory, demoralize the United Nations, and 
discredit American leadership. Not only has this plan failed, but the aggression 
in Korea has aroused our country and our allics to undertake greatly accelerated 
rearmament for defense. The Kremlin would like nothing better than to have 
us think that we can safely relax, while the Soviets continue toa build their mil- 
itary strength. _- 
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Mr, Hannan. 1 did not say it wants to get out of it. 1t looks 
as if thay want lo get out of it, but I would not predict what is going 
to happen. That is an additional phrase you put in. 

Mr. Jupp. Well, 1 did not mean to read something into your 
remarks that was not there. 

Mr. Hannan. If they mean what they say, it is because they 
want to got out of it. 

Me. Jupp. I value your comment on that beeauso you were in 
Moscow during the crucial years near the end of the war, and you 
ought to understand their purpose, and their tactics and strategy as 
well as any American. Do you beliove that the main purpose of their 
cease fire 18s, perhaps, to get us to relax? 

Mr. Harriman. I say in the statement that I think they would’like 
nothing better. I cannot tell what their main purpose is. It may 
be they are unwilling. to supply tho equipment that is necessary to 
carry this war on, and want to keep it for themselves. It may be for 
many other reasons. But I am quite firm in the belicf it was a great 
shock to them that we have engaged upon this large program, and that 
our allies in Europe and other parts of the world want to increase their 
military strength for defense. They would certainly like nothing 
better than to sco us all relax again. . 

[ think if wo do refax it will be a great encouragement to them to 
press forward in other directions. 

Mr. Jupp. You unquestionably have studied the many documents 
that have been written by Communist leaders, both Lenin and Stalin 
in Russia, and Mao Tse-tung in China, on the fundamental Commu- 
nist doctrine of the strategic retreat. That is, if they cannot gain their 
objective by one strategy, they must not hesitate to withdraw from it 
and shift to another one; not as an abandonment of the objective, but 
ae means of achieving the objective. Do you not think that is what 
this is 

Mr. Harnian. LE think that may well be what they have in mind. 
I want to sce it happen before | say it is, but it is entirely conceivable 
that they will intensify—if there is an armistice they will intensify 
their peace drive and try to get tho weaker countries to relax even 
more than is being talked of now in this country. Unless wo take 
the lead it is possible it will spread to other countries. If we relax, 
it is sure the other countries will do so. ‘Then tho vigorous leadership 
in the other countrics that want to go forward regardless of what 
wo do will find it much more difficult to do it. Certainly, it will bo 
an invitation if wo do relax to further aggression on the Russians’ 
part, and an encouragement for them to continue. 

I want (o seo them retreat, as you so wisely or knowledgeably put 
it, for a long period of time, and not just for a few months. 

Mr. Jupp. You will agreo that while our | eclive is peaco, that is 
not their objective. Their objective is victory for the Soviet doctrines 
and system. Is that not right? 

Mr. Haraman. That is right.: On a step-by-step basis, taking 
over country aftor Sole 

Mr. Jupp. And when thoy find thoy cannot get victory by fighting, 
because that stirs us up, then they seek to get not peaco, but victory, 
by a cease-fire which quicts us dowa—thoy hope. Is that not right? 
_ Mr. Haraman, Thoy hope. Just as thoy havo abandoned their 
tactics in the Borlin airlift. Just aa soon as tho Berlin airlift was 
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over there was a tendency on the part of all of us to relax. We must 
not make the same mistake again, and wo must learn. 

Mr. Jupp. Is not their present action in Korea precisely what thoy 
did in China in 1916?) They were not able to get victory by fighting 
because at that time the Government forees were much stronger than 
theirs, so they said, “Let us have a cease-fire and peace.” They 
pulled the wool over the eves of some Americans beeause they said 
they wanted peace and the Chinese Government which knew what the 
Reds were trying to do did not want. to yield to Uheir request when it 
had tho upper hand and was defeating them. So it looked to some 
Americans as if the Chinese Government wanted a civil war and the 
Communists wanted peace. They succeeded in their maneuver. 
They could not get victory by. fighting, so they got us to insist on 8 
cease-fire. Tho cease-fires in Chinn in 1946 led to the Communist 
victory there and that was what made possible the attack on Korea. 

The cease-fires confused the Chinese people and arfied forces. Four 
times in t year, they got all steamed up to put down the Communist 
rebellion and then theie Government at our insistence agreed to a 
cease-fire. ‘The moralo of Government forees dropped; that of the 
Reds rose. 

The President a week ago criticized the Government of China, say- 
ing it fell because it failed to mobilize the people of China. Well, how 
could it mobilize their will to fight when we urged it not to fight? 
Whom were tho people to beliove? You have four cease-fires here, 
and see if his administration can mobilize our people to fight. You 
and I aro anxious lest even one cease-fire may causo 8 Iet-down, an un- 
willingness to face up to our-responsibilitics. It is so casy to criticize 
others’ failures until you faée a similac situation yourself. 

I am saying this merely to point out that one of tho things that 
weakened the Chinese will to resist was those cease, firesin 1946. I 
do not know whether that will happen to our country because I hopo 
we realize the enemy is still there. But 1 fear he will be stronger after 
the cease-fire than he is today. 

That docs not mean, and do not misunderstand me, that I do not 
want to pursue in every possible way honorable efforts to end the 
fighting on a basis that will last, but it must bo done with terms 
that do not jeopardize our ultimate victory in this world struggle of 
which, as General Marshall rightly said, Korea is merely an incident. 

Chairman Ricuarps. Has the gentleman any other questions? 

Mr. Jupp. Yes, I have. 1 have asked him several questions. 

Mr. Harriman. I would like to disassociate myself from Mr. 
Judd’s remarks about China because 1 am not familiar with it. I do 
agreo if thero is a fecase-fire in Kerea we should not Ict it, or should not 
permit it, to relax our efforts. 

Mr. Jupp. You see, Mr. Chairman he answered tho question. Ho 
agreed with mo. 

Mr, Hannan, No, sir. No, sir, I did not. 

Mr. Jupp. I thought you did. 

Mr. Hanniman. Not as to the ovents in China. I do not know 
about the events in China, and I have no comment on the ovents in 
China. Iam simply agreeing that we must not let any cease-fire in 
Korea causo us to relax, and encourago other peoplo to relax. 

Mr. Jupp. That is right and all I meant to imply, Iam trying to 
point out, to the best of my ability, what on the basis of previous 
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experience, it probably is that the Sovicts aro endeavoring to do in 
Asia, if wo are foolish enough to let them get away with it, as wo did 


once before. ; 

Chairman Ricuanps. Mr, Chiperficld. 

Mr. Cutrenrirtp. No questions, Mr. Chairman, 

Chairman Ricnanrps, Are there any other questions? 

No response.) 
_ Chairman Rieyarps. ‘Thank you, Mr. Ambassador, for your very 
informativo statement, ; 

Tho committeo stands adjourned. . ; 

(Whereupon, at 11:59 a, m., the cominitteo adjourned.) 

(Tho following information has been submitted for the record:) 
Tus Srcrerarny oF DEFENSE, 

' Washington, July &, (951. 
Hon. James P. Ricnaros, 
Chairman, Commilitce on Forcign Affairs, 
Touse of Representatives, 

Pear Mr. Riciarps: In reviewing my testimony of July 2, 1951, before the 
Committee on Foreign Affairs of the House of Representatives, in answer to Mr, 
Judda’s question in regard to forces for Kurope, I tind that Mr, Judd was speaking 
in terms of forces in being whereas [ was referring to planned mobilizable a3 well 
as active forces. 

Because of the classified nature of the subject matter, I cannot go into detail 
in this letter. Subsequent witnesses will be prepared to discuss it further in 
executive session, ‘ 

Tam enclosing the following: 

(a) New obligational authority for natlonal defense functions for fiscal years 
1950, 1951, and 1052, requested hy Mr. Reece. 

(8) A breakdown of budget estimates of the Mutual Security Program for 
fiscal yoar 1952, requested by Mr, Herter. 

Tt would be appreciated If this letter were made a part of the official record of 
the proceedings of July 2, 1951. 


Faithfully yours, 
Gronur C, MarsHate. 
Title 1 1952 budget estimates Mutual Sceurity Program 
itle I: 
Training... 02 cence cee cece eee ee ee neem nnn eens $30, 256, 443 
Matériel... 2. ne eee cee ew were en en enna ewneee 4, 831, 076, 002 
Exooss matériel)... oo. eee eee ce ew cen eee eene 191, 702, 016 
Packing, handling, crating (including storago and opcration 
of ZI and overseas depots) #... 222. ene 151, 544, 8410 
Inland transportation #...........-.-.---..----- peeeeeee 87, 222, 917 
Ocean transportation.......-....-.- 2-20-22 anew eee ee 139, 898, 898 
Title IT: 
Training... 22.0. cece cee cn cece ewe ee ren enecenwccrccen 4, 251, 103 
Matériel... 0. ee eee een enee nce cen cee meenneee 372, 662, 276 
Excess matériel to... ee ew ec ene ccna cee n wc eenes 23, 713, 580 
Packing, handling, crating ?.. 22.2.2... ee ee ee eee ee wee ee 10, 221, 879 
Inland transportation t.. 2.2... eee eee eens 7, 476, 912 
Qcean transportation ?. 2.222. ee ee eee ee eee 20, 387, 740 
Title III: 
Training... . 202. cece cence w cc cece cnc ncn cw ceca eennceee 2, 552, 773 
Matériel... 2. 02 e wee me anne nee nt ewes penccenences 508, 317, 054 
Excess matériel to. ew eee ce eee meee en enn nnee 70, 000, 000 
Packing, handling, crating (including operation of ZI and 
overseas depots} Wc e wee cece eee enenn ee 18, 778, 093 
Inland transportation ?_. ee eee ee eee ene nen ; 
Ocean transportation 2... 2. nn eee eee eee eens 19, 186, 720 
1 In addition to exccas materials sold to other nations apon tbe payment of the fair value under provisions 
OF te Ce) ol tbe OAD fo and 1951 programs to be delivered during fecal year 1952. 
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1952 budget calimates Mutual Security Program—Continued 


Title IV: 
Training.......2-.2.---.-- edie Beles ates Wee ees sae eee $2, 650, 000 
NMatérich: 22. 2h cent ete ees Lies athsiaieie 33, 832, 181 
Packing, handling, craling........---..-------------ee- = 1, 327, SGA 
Inland transportation. ......--......- Beis dene ck eke 1, 074, 318 
Ocean transportation..........202----.-------- 22 eee eee 1, 115, 637 
OPERATING AND ADMINISTRATIVE EXPENSES 
Departnicital.<2o0ccctvee pe ecscensabtertiascoeesacese shee 4,039, 339 
United States: 
Ficlh cscsscccececestesctclaw sc Fosewsiees se Swe ee sad 23, 141, 131 
ON CIRORS2 2 3552 Cosco Se tie ee tee beet ese. 10, 819, 530 
Contribution to NATO international budget. ....2..2.2-.-..-- 0, 716, 000 
State Department administrative expense.....-2..----.------- 5, 284, 000 


Depariment of Defense— New obligational authority for “ National defense” functions, 
fiseal years 1950, 1951, and 1952, * 


{Military services” classification, 1952 bu-iget] 


(Millions of dollars] 
; ‘iscal year 
Fiscal sear Fiscal year F * 
190, actual | 1ait, actual eee 
Department of Defense, military functions to... 22.2. eee 13, 212 48, 387 0, 636 
Defense fanctions of other sgencies: 
Cienersal Services Administrat bon: 
Stock puRwing. 0-2 ec c0 yesh cob acd eles eheetses eas aed 425 2, 38 Oo 
*Naliooal Industrial Heserve.. ccc. ccccccceeseeseeeeees i r.0) 4 
Independent t Offices: 
Natlonal Ad teor Commitee tor Acronsuths ....... 13h 7] 68 
Selective Seevice System... 20.00 .c0e sees cece wees lee 9 % 130 
Exceutive Office of Preckient: NSRB, NSC, and emer- 
RONCES ooo oe coe w leek ea xticee dihwccecieictaceetavedeee 4 if} 2 
OUR ass bisects caiecde ss Sas eset cccesgeseees coeecee de 5 Q 1 
Total “defense functions In Preskient's budget......-. 13, 997 $1,414 61, 438 


§ Factudes permanent appropeistion—spectal accounts, 
’ rs the President. 
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TUESDAY, JULY 10, 1951 


Ilousrt or Representatives, 
ComMITTEE ON Forrran AFFAIRS, 
; Washington, D. C. 
The committce met in the House Foreign Affairs Committeo 
room, the Capitol, at 10:15 a. m., Hon. James P. Richards (chairman) 
presiding. eS 
Chairman Riciarps. The committee will come to orter, please. 
Ladics and gentlemen, we are continuing testimony this morning 
on the Mutual Security Program. We are pleased to have with us 
as the witness this morning the Honorable Willism C. Foster, Adminis- 
trator, Economic Cooperation Administration. 


STATEMENT OF HON. WILLIAM C. FOSTER, ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION 


Mr. Foster. Mr. Chairman and members of the Foreign Affairs 
Committee, I am here in support of the Mutual Security Program 
which I believe to be an affirmative plan of action for repelling one o 
the gravest threats yet confronted by our country. 

Secretary Acheson, Secretary Marshall, and Mr. Warriman have 
given a comprehensive outline of the way in which the program is 
designed to support the security of the United States. 1 stiall try 
to outline the economic aspects of the program and to set forth why 
I believe the furnishing of economic aid to other free nations is as 
essential to our national security as supplying them with weapons 
and how, in most cases, cach is necessary to the other. 

First, I would like to discuss tho situation in Europe, and later that 
which confronts us in Asia. 

A brief summary of Marshall plan accomplishments will illustrate 
tho P ressive and interlocking nyture of our new proposals. 

The first Marshall plan task—helptug western Europe recover from 
the disruptions of World War JI—has been largely accomplished. 
Last pene at this time we reported that industrial production in tho 
Marshall plan countries was running 25 percent above prewar levels. 

Agriculture was approaching prewar standards, having made notable 
gains during the first 2 years of our program. This advance has con- 
tinued. ‘Foday industrial production is about 40 percent above the 
1938 mark, whilo agriculture is 9 percent above prewar levels and 
steadily improving. 

The process of recovery is now such that we could limit dollar assist- 
ance to a fow special cases were it not for the Soviet design to subvert 
and subjugate our allies. sea 


v 


154 THE MUTUAL SECURITY PROGRAM 


The next great objective of the European recovery program was the 
liberalizing and expanding of European trade—the greater integration 
of the economies of western Europe. 

Real progress has been made in this long-term job of unification. 
The Organization for European Economic Cooperation which was 
established in 1948 to coordinate the economic recovery efforts of the 
west European nations has been movii:g Europe effectively toward 
greater economic unity. 

In September last year, for example, the European Payments Union 
was created and we can sce tremendous steps forward in the field of 
trade relations. The fact that the volume of intra-European trade has 
increased about 60 percent in the past 2 years confirms tho worth of 
EPU and the trade liberalization efforts which preceded it. 

The Schuman plan is another heartening move toward unification. 
In the partnership of the North Atlantic Treaty Organization and 
under Gencral Eisenhower’s dynamic leadership, we sce collaboration 
among the ere peane that inspires our notes for the future. 

Historians will surely point to what has been accomplished in 
theso last 3 years as among the brighter pages in the story of freo 
men’s ability to work together in a common cause with intelligence 
and devotion. 

You might reasonably ask: If such substantial progress has been 
made toward recovery, why do we not wind ECA up as quickly as 
possiblo and be done with it? 

I agree that would be a welcome, if unique, course for a Government 
agency. No doubt the Congress will consider that course while also 
weighing the advantages of having a going concern continue with 
the economic jobs ahead. 

Regardless of your Hel ira of the agency, however, I sincerely 
believe that you will find the completion of these new jobs essential 
to our own security. 

For much remains to be done, and I should tike to lay before you 
our assessment of the current problems, and the economic actions we 
believe are required to build strength in the free world. 

Whether we meet them successfully or not will answer the crucial 
question whether the United States can continue to thrive, or even 
survive—whether a large part of the world will remain free or fall 
under tho sway of totalitarian dictatorship. 

Our response must therefore bo sustained and consistently strong. 
We must cope with tho implacable designs of the Kremlin whether 
they appear as invasion in Korea and Indochina or as subversion in 
France and Italy. 

Most important of all for the long term, we must also cope with 
international communism, in its more subtle form of feeding upon 
chaos within its intended victims. We must wage peace through 
strength on all fronts. 

These are the economic tasks of the Mutual Security Program: 

1. To complete the building of a western European economy so 
strong that it is not sensitive to the appeals and manipulations of 
communism, to consolidate and hold the gains mado to date—a 
positive, committed free Europe, competent to bear arms while 
simultaneously furnishing its peoples with a way of life worth 
defending. . 
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2. ‘To generate in the underdeveloped areas a sense of full partner- 
ship in the free world and a full awareness of the insidious nature of 
the Communist threat and the means to climinate it. 

Tho first part of this job lics in helping the governments, some of 
them just emerging into the responsibilities of self-government, to 
meet in more adequate measure the needs of their peoples. 

3. To develop and enlarge sources of scarce and strategic materials 
and to assure their fair distribution within the free world. This is 
today a matter of major importance in accomplishing the first two 
tasks. 

We believe these tasks possible of achievement. However, we 
cannot doit all. Obviously, all the United States can do is to help 
thoso who want to help themselves, but our experience to date in 
Burope and in Asia docs indicate, I betiove, that these tasks can be 

one. 

As (to the European situation, I havo just returned from a trip to 
several of our European missions and from a meeting of our ECA 
mission chiefs in Copenhagen. Once again, I was struck by the pro- 
gress the Europeans are making—by the fact that the Europeans are 
worthy allies. 

Wo must never forget that they have spilled more blood in defenso 
of our common spiritual values than we have. As their confidence 
in mutual security grows, their fears aro diminishing and the cyclo 
of strength is gaining momentum. 

In addition to the things of tho spirit, we know that their basic 
resources—such things as coal, steel, clectric power, or even their 
total industrial potential—aro roughly 114 times that of Russia and 
her European Communist satellite states. 

Wo believe those resources combined with Western Europo’s diverse 
skills, transport, communications and other calculablo assets, con- 
stitute a potent material force in the world today. 

If properly mobilized, the balance of power would bo clearly on 
our side. Without it, the balance of power would be against us. It 
would be in effect against. us, too, if Western Europe were to remain 
weak, unarmed, an easy victim. 

As Secretary Acheson and Secretary Marshall have said, we havo 
undertaken a program for helping Western Europe to build its defenses 
to a level designed to discourage Sovict aggression, and to resist it if 
it occurs, Our allies in Europe are undertaking a large part of this 
burden. They are raising forces, feeding and clothing them, and 
building the barracks, air bases, ports and networks that modern 
arms require, 

Defense production, while still far short of what is necessary, has 
been doubled during the last year. At the present time, our European 
allies, except for Italy, have more men in service than they did on the 
eve of World War II. 

And while we know that the bulk of the arms needed for the rapid 
build-up in Europe which the present situation dictates must come 
from the United States, we know also that the Europeans must 
undertake 6 major military production effort, 

Producing their own armaments has many advantages for tho 
Europeans and us. For one thing, arms and spare parts produced in 

urope come immediately into position there where they are needed. 
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A second advantage is ono of less cost to the United States. It 
costs us about $75 to make a bazooka to send abroad. | This is repre- 
sented entirely by American labor, American materials, American 
manufacturing facilities. 

The same bazooka made in France may require only $15 in mate- 
rials and tools from tho United States, but all the balance is cepre- 
sented by French labor, French materials, French facilities, thus mul- 
tiplying our dollars fivefold. 

hirdly, we cannot arm and rearm Europo forever. Progress to- 
ward mifitary self-sufficiency in material is essential. 

It is, therefore, good partnership business to hey the Europeans 
pomuce their own arms rather than supply all of them from the 

nited States. Indeed, you might well ask why we do not propose 
to get even more production in Europo and consequently furnish even 
less from here. 

In much of Europe the standard of living is.so low that unless it 
gets our help, it cannot sustain the burden of armaments without 
cutting below the danger lino where communism begins to grow on 
want, hunger, and despair. 

It is clear that the United States with a present per capita income 
of about $1,700 per annum can afford more rearmament than say 
Franco, where, despite nearly miraculous improvement in the past 
3 years, per capita income is still only about $525. 

“Moreover, we must never forget the priceless factor of time. If 
Gencral Eisenhower's requirements are to be met on time and with 
maximum efficiency in using scarce tools and materials, we must 
provido a large proportion of the military equipment, but we beliove 
tho Europeans can do their share of mecting all the many needs of 
mutual defense. : 

In tho short run, tho problem is to step up European military 
expenditures without creating serious inflation for that would improve 
the opportunities of the Communists for successful internal subver- 
sion. 

Looking further ahead, the problem is to divert economic resources 
from civilian to military use without cither (a) interfering seriously 
with the growth of productivity and future economic strength, or 
(6) so impairing Western Europo's trading position as to make per- 
manent her economic dependence on United States economic aid. 

Western Europe must not find itself at the conclusion of the defense 
effort back in the unhappy situation where the Marshall Plan found it 
3 years ago. 

There is only one way in which Europe itself can shoulder a larger 
rearmament effort whilo at the samo time giving its people a way of 
life more hopeful than that proffered by extremists of the right or left. 
It is the way of increased production and greater unification. 

Given the present situation, tho surest and quickest way for Europe 
to increaso its total production is through greater productivity, which 
is to say, more output per worker per hour. 

Wo believe that Europe offers dramatic possibilities in this regard. 
Most European workers toil hard enough—sometimes too hard by our 
standards today—but not always with tho most effectiveness. 

For example, it is our best estimate that steel production in France 
could be increased 20 percent with little capital investment. French 
producers are not getting the most out of their machine tools, many 
of them new. 
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French workers are not yet realizing the most out of the fact that 
they now command almost double the horsepower they did when the 
Marshall plan began, And, horsepower per worker is a master key 
to productivity. 

Last fall, I outlined to the Organization for European Economic 
Coopcration a goal which I beliove can bo attained over a reasonable 

eriod and which I believe contains the answer to Western Europe’s 
internal economic problem as well as a large part of the answer to 
the problem of providing strength for the freo world. I refer to tho 
proposal that tho countries participating in the Marshall plan increase 
their annual rate of over-all production by $100 billion. 

Clearly, over the next 2 or 3 years, the major European effort must 
bo to attain adequato military defenses. Production must, to the 
greatest tolorablo extent, bo directed to that end. 

This, in turn, means continuing the present lean and spare civilian 
economies. But, when defense goals have been reached, the produc. 
tive power that has been generated and directed to the military 
a rls can be turned to a gencral improvement of the conditions 
of living. 

We ealodlate that a $100 billion increase in production might well 
eas the base for a 50-percent riso in European living standards. 

Ye believe that a continuing movement toward this goal would be the 
best. possible answer the communism. For achievement of this goal 
would strike not at a military manifestation but at the very core of 
the Communist appeal, namely, its promise of a better economic life 
for the free peoples. 

From the outset of ECA, of course, we have provided Western 
European industry and agriculture with many productivity aids, 
We now are proposing an augmented program to this end. 

Our problem is primarily that of changing traditional attitudes and 

ractices; and while this venture is less costly in terms of dollars than 
is capital investment, it is far more demanding in terms of vision and 
resourcefulness, 

Let mo outline briefly the reasoning behind our estimate that 
economic assistance in the amount of $1,650,000,000 will bo required 
to build strength for mutual security in Europe «turing fiscal 1952: 

First, tho present European effort toward an adequate defense is a 
very substantial addition to the strength of the free world and produces 
far greater results at much less cost to us than if wo undertook the 
effort alone. 

Second, even so, the present effort is not great enough to mect the 
requirements of out-producing tho slave world as quickly as necessary. 
Thereforo, there must be a substantial step-up in this effort. 

Third, without economic aid from us it would be impossible for 
the European effort to be sustained at the present rato, let alone to 
bo increased and speeded up to meet the requirements posed by the 
threat of Soviet aggression. ‘The present military effort, unaided 
by economic suppor from us, would place an intolerable strain on 
the economics of our European allics. ; 

Fourth, if this were allowed to occur, we should soon seo the return 
of Western Europe to tho inflation, economic dislocation, falling pro- 
duction, deereasing exports and inability to pay for necessary im- 
ports—all tho social and political instability and weakness which 
wero present at tho start of the Marshall plan. This would permit 
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conquest (hrough internal subversion by the Kremlin and undo the 
results of our common efforts toward recovery. 

Fifth, failure to mako ovanilablo the necessary economic aid for 
support of the defense build-up of Western Kurope would also be 
likely to foreclose any possibility that our assistance program can 
bo a temporary one, 

Unless, of course, wo took the unthinkable course of abandoning 
Western Europe, We should have to anticipate going on and on with 
our aid just to keep our allies there afloat and ina position to make 
some defense of tho area. 

Secretary Acheson and Sveretary Marshall have rightly emphasized 
the possibility that adequate aid for the next few years, plus their 
own efforts, may be expected to place Europe ina position to carry 
their toad unaided thereafter. 

The Kuropean recovery program has taught us how important it is 
to have a terminal date for an aid program, and F believe the same 

rinciple is of vital importance in this new Mutual Security Program 
or Europe. 

If we really mean business in this struggle whieh has been thrust 
upon us, and if we wish to help build the strength of our allies in 
Western Europe on a sound and lasting basis so that they may stand 
solidly on their own feet-——and this is possible of achievement, I 
believe, in a relatively fow yvoars—then, the only way: is to give 
steadfast leadership and necessary cconomic as well as military 
end-item aid in amounts sufficient ta do the job. 

The mutual security problem, however, is a world-wide one; its 
extent and its success depend upon the will and ability of free men 
everywhere, Thus, tho program before you includes funds for eco- 
nomic and technical assistance in south and southeast Asia, in the 
Middle East, anc in Latin America. 

Tho funds for underdeveloped areas are small compared to those 
needed to bolster rearmament in Europe, but they are equally neces- 
sary to the successful efforts of tho free world to halk the thrusts of 
Soviet imperialism in other vital areas of the world. 

We havo had valuable lessons of experience in China, Korea, and, 
during the last vear, in southeast Asia, and T want to summarize them 
for you. Much of what IT have to say probably applics to a greater or 
less degree to all the underdeveloped areas of the world, but T want 
to talk to you particulariy about what it takes in economic terms to 
carry forward a real counter-thrust against expanding communism 
in southeast Asia. 

Following my trip to the Philippines last November, I visited our 
Asia missions for first-hand consideration of the area's problems. 
I believe there is little question that unless the United States and the 
Weat take effective action to help the countries of southeast Asia 
along the road to stability and responsible independence, we will seo 
an increase of Communist-stimulated chaos. Thus, they can be 
organized and exploited for the benefit of tha Soviet Union, closed to 
trade, closed to western tics and culture, and closed to the growth of 
freedom based on responsibility. 

Most of tho countries in this area have only recently emerged from 
colonial status. Most of these countrics were severely ravaged by 
World War II. Some are still beset by internal strifo and guorrills 
attacks. 
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Health, education, and transportation are at best: rudimentary. 
There is no adequate reservoir of trained civil servants, no competent 
government services to handle reconstruction programs. 

These countries are, generally speaking, rich in natural resources, 
but there is no balanced economy and, to all practical purposes, 
little industry. 

It is natural that these new povernments, recent successors of 
colonial administrations and military occupations, look questioningly 
as well as hopefully at us. It will take time for suspicions of tho 
West to be allayed, and they are not sure in dieir own minds how 
completely we uphold their new independence and how seriously wo 
hope to assist them in gaining the degree of economic independence 
that rightfully should be theirs as free nations. 

This calls for our understanding of them. If we recall the carly 
years of our own Republic, our jealous guarding of its new independ- 
enee, our suspicion of the motives of the great powers of that era, we 
can better understand why our friends in southeast Asin sometimes 
express themselves ina challenging way that sounds very much like 
our assertions of 175 years ago. 

The plain fact is, however, that these governments cannot, without 
our help, provide the ndvances and services needed by their people— 
or rather, cannot provide them quickly enough to offset and defeat 
the inroads of communisin. 

Thw security of free Asia depends fundamentally, therefore, on how 
effectively America and the west can help the governments of freo 
Asia meet the elementary needs of their peoples. 

This will require comparatively litle capital outlay; rather it will 
require economic assistance, much of which is technical and advisory 
in nature, Some 80 percent of southeast Asia’s population get their 
living from the fand, but. yields are too small, One major task 
therefore, is to raise agricultural production by providing better soil 
care, better seeds, better livestock strains, by replacing the bent 
sticks now in use, not with costly tractors, hut with steel plows 
ant hoes. 

Finally, we must take further positive action on our third great 
roblem. lt is an acute hindrance to production in the world today. 
refer to the shortage of many important raw materials. 

The industrial machine of our country and of Europe is today 
chewing up materials at a rate 50 percent faster than in 1937. Quer 
problem is not one merely of stockpiling against cmergeney, but. of 
expansion to meet current needs. Acquisition of raw materials has 
been a big job that must now become a much bigger job. 

ECA is involved in several aspects of this problem. We are tho 
agency approached by European and other countries receiving ECA 
aid when they seck a share of the materials we produce hore or other- 
wise control, . 

Wo also have worked with many of the European countries in 
developing the resources of their dependent territories, especially in 
Africa. In that continent we have participated in opening new tin, 
diamond, cobalt, and other valuable deposits. 

Tho new lead and zine mines at Zellidja in French Morocco, the 
new bauxite operations in Jamaica, the cobalt and copper resourees 
in North and South Rhodesia ore among projects that we have 
forwarded. 
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We are also lending a hand to improve transport facilities to deliver 
larger quantities of materials more quickly to points of consumption. 
Type of this kind of activity is our development of a full-size port 
at Beira in Mozambique. ‘ 

In our development of raw materials sources and in their production 
and export, we cannot proceed in a nineteenth century attitude of 
rapid exploitation for cash. 

Asis, Africa, and Latin America need, in éxchange for their raw ma- 
terials, consumer and capital goods. They want agricultural and 
manufactured goods—trucks, textiles, mining and engineering equip- 
ment. Wo must make this fair return, even out of our own scarce 
supplies, if we expect a free flow of raw materials—and of friendship 
- and goodwill. ore than this, wo must furnish an example of our true 
and idealistic interest in a rational and just development of under- 
developed areas. 

have tried to outline to you some of the facts and principles 
underlying the program before you. There is one other overriding 
consideration. . 

Communism stands ready to move into every vacuum. We must 
not permit such vacuums to exist by any failure of ours to show the 
imagination and initiative demanded by world leadership. 

e are alert to the dangers that confront us. But, we must be no 
less alert to the opportunities that are ours. The Mutual Security 
Program provides us the means of demonstrating our faith and con- 
fidence in the free peoples of the world. 

At is.a sound investment in peace. Without our help, our friends 
are exposed to the corrosion of communism from without and within. 
With our help, and with courage and resolution on the part of the free 
countries, the day will come when all of us can move forward with 
confidence into a way of life which provides the alternative to Com- 
munist slavery and the devastation of war. 

Thank you very much, Mr. Chairman. © 

Chairman Ricwarps. Thank you, Mr. Foster. That was a good 
statement. I want to say for the record that regardless of what 
individuals may think of ECA and some of the details of its operation,: 
I think everybody is that both you and Mr. Hoffman have 
done a wonderful job with the tools you had. : 

Mr. Fosrer. Thank you, sir. 

Chairman Ricnanps. Ladies and gentlemen, we will proceed under 
* the 65-minute rule, first, and then-the witness will be available for 

unlimited questioning. ; 

I want to go back to page 2 of your statement. You have asked a 
question a lot of us have asked and a lot of us would like to have 
answered. 

' We started out with ECA in 1948, and our pu was to end it 

by June 30, 1952. That is 4 years. As far as I have been able to 
find out, to all intents and purposes, this program in Europe has been 
completed, maybe in February of this year, with the possible excep- 
tion of some little additional aid required for Italy, Austria, and 


Why not wind this up right now and, if we should wind it up, 


create @ new organization to handle the matter on the basis of eco- 
nomio production for military purposes, and turn over the residue of 


} 
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our responsibilities and assets to a NATO, as such, in Europe? 
What do you think about that? . 

Mr. Foster. That is a perfectly fair question, Mr. Chairman. I 
can assure you that a great many people have given a great deal of 
thought to that question. f 

I understand you want to keep within the 5 minutes, so I will try 
to sum up the highlights of my opinion of that question in that time. 

Chairman Ricnarps. I would appreciate it, and then you can 
develop it later. 

Mr. Fosrer. Yes, sir. Tho job that lies ahead of us today is, in 
my opinion, a different job in many ways from the job that ECA 
was set up to do in 1948. 

The job that ECA was set up to do in 1948 has, I think, been 
largely accomplished, as you said, and I think has been accomplished 


to an extent that few of us who were connected with this in the early 


days could have hoped for. ee 
ad we been told then that we would have industrial production 
running at a rate of 40 percent ormore above prewar, that we wauld 
have had agricultural produefign already up 10 percent over prewar, 
wo would havo felt that - 
That has been done. = / ie ic ~ 
Therefore, you are facéd with thequestidn, and it is 4 question 
that has to decideg’ in the United States Government, in my 
opinion, very promptly. That is one-of the-first-considerations. 
You are faced with the question of wheyacr yon sliquid terminate 
ECA, as was promised jn 1948, or whethg Y ou should ‘continue it. 


x. 
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Mr. Jupp. Or termjnate it a/year earlie 

Mr. Foster. You dan continue fo anie 
to June 30, 1952, or terminate i ares 2 es a Tn oe 

The first consideration which I think wo shoul d-hate is that wo 
have created an asset\for the United States in, rmsof-people and 
procedures which, in opinion at least, and I think V’am objective 
in this, Mr. Chairman, \ am speaking of tho Overseas missions, L am 
speaking of the good will which has been created in doing this‘job 
I believe that is au asscb, that must be preservdd in the interests of 
the United States. ie ea 


1 4 Pe ‘ 
ended period, you can go 
ee Oi ee ~~, 


ae Ree A : : a 
It is perfectly possible to-términate ECA within’ a reasonable periogs 


a new organization. . ™ 

There have been many recommendations that that be done:~ As the 
Administrator, I do want to point out that-in-doing that you are 
running certain risks, a loss of peoplo and momentum. : 

I think you have to weigh that eee loss against the promise 
which-we mado not only to the people of the United States, that this 
would be a 4-year program or less, but also the promise and the state- 
ment made to our friends around the world, that they could not depend 
on this aid for longer than 4 years and, therefore, thoy had to get their 
house in order by that time in order to pick up the load themselves. 

I think we face a similar question today in.advancing not only 
economic agsistance but military assistance. . If there is a record of 
having set up an economic recovery program on a fixed-period basis, 
and if we have achieved our purpose and terminated it within that 
time, I think perhaps psychologically we have a better background for 


60, 90, 120 days, after your billis passed, and to make a wees 0 


as almost impossible of.achievement,.. 
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getting the same kind of cooperation in urging them to attain a mili- 
tary position at the end of a measurable period. 

am not taking a strong position on either one. FT think that is a 
decision that the President and the Congress hiave to make, as to 
which is the better in the United States interests. 

Chairman Rreitarps. You would write into ¢his aet that it be 
terminated on June 30, 1952, if nothing else, would you not? 

Mr. Fostrx. F come out with the conclusion that, in view of the 
new kinds of responsibilities, at least at that dime, there should be a 
new set of arrangements made to carry aut this enlarged job. ‘Phere 
remains vo part of the other job, as you indicated, still to do. 

Chairman Ricuarvs. Allright. That is tho second point. Right 
now we will say there is a part of the other job still to do. 

Mr. Foster. That is right. 

Chairman Ricuarps. And that part is supposed to be dovetniled 
into the military-aid program, that is, the balance. Why could it 
not be dovetailed into that and turned aver to NATO under a now 
onnieaton right now? 

Mr. Foster. Ido not know what you mean by NATO in terms of 
the United States part of this job, Mr. Chairman, though NATO is a 
very important part of the international mechanism developed to 
carry out this job. Whatever is done in terms of ECA, as such, as 
Sceretary Acheson said, you would atill have to do three things: You 
would still have to undertake a military procurement and dotivery 
program and development program; you would still have to undertake 
an economic aid and appraisal program; you would also have to 
cooninate those two activities with our basic foreign policy. 

Those three things have got to continue, as I see it, no matter 
what you do as to the mechanics of doing it. 

Chairman Ricnarps. Just 1 minute. My time is up, but [ will 
want to go into that a little Inter. I call tinie on theso other folks, so 
I will call it on myself. 

Mr. Jupp. Mr. Chairman, I move your time be extended to Ict 
him complete his discussion on this point. 

Mr. Bartte. I will yield my time for that purpose. 

Chairman Ricuanps. If anybody wants to continue this line, that 
will bo all right. Iam going down the line now. 

Mr. Battir. I will yield my timo to you, Mr. Chairman, in order 
to continue this discussion. 

Mr. Jupp. 1 will yield my timo to you, Mr. Chairman, because I 
think this ought to be at ono placo in tho record. I can ask my 
questions the second time around. 

Chairman Riciarps. Doctor, you are going to have something to 
say. Wo know that. If your time is not available, you are going to 
be in a bad fix. 

Mr. Jupp. Maybe you will get answers to my questions before you 
got tome. I hope so. 

Mrs. Botton. I just want to support Mr. Judd’s suggestion that it 
all be at the samo place in tho record. 

Chairman Ricnarps. All right. That is 10 additional minutes. 
You may go shead on that, sir. 

Mr. Fosren. I was saying, Mr. Chairmag, you had theso three jobs 
to do in any ovent, and I started to say, as a part of the mechanism to 
carry out those three jobs the NATO organization, which is an inter- 
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national organization, is a necessary part of the whole thing to con- 
tinue. Weare concerned in your question, however, with what should 
be the United States mechanism to get on best with the United States 
part of this over-all world job. T think there ave perhaps four ways 
that that could be done, and FE will outline four ways, as F see it, al- 
though there may be a number of other ways, 

One, we could do, as is recommended in the President's message and 
in the bill, based on existing legisiation, with some changes, and po 
ahead with an economic ageney sth as ECA--and it is possible to 
change the name, as was sugvested the other day. We would need 
the militacy phases of this to be continued by the military. We would 
need the coordination of both of those by the State Department, and 
that coordination could be accomplished, as at present, through the 
International Security Afairs Conmittee, which was established by 
the President. That organization is working at getting the job done. 
It has had a goad many weaknesses, which weaknesses, I believe, are 
being overcome. ae 

You could move toa second alternative of the general nature of that 
recommended in the Gray report ---the establishment of an Overseas 
Keonomie Administration whieh would) continue with the kind of 
things that ECA has done, and you could add to it certain other eco- 
nomic functions, such as claimant ageney work for all foreign coun- 
tries; the development of strategic materials for the free world; a 
greater responsibility in terms of loans; a greater responsibility in 
terms of technical assistance; a policy guidance, perhaps, on export 
controls; the procurement of materials for the United States, which is 
now done in several places in the United States Government. 

Another method whieh could be used is a combination agency 
which would have both mititary and economic functions, as recom- 
mended in the Committee on the Present Danger Report. 

Or, you could move to what perhaps for long tenn purposes more 
nearly conforms to the spirit of our constitutional set-up. You might 
move toward a Department of Foreign Affairs, which would have an 
Economic Section, a Military Section, an Information Section, and a 
Political Section, under an expanded, unified Department of Foreign 
Affairs. The economic functions which are now carricd out by ECA 
might properly bo put in that with somewhat the structure that you 
now have in the Department of Defense, with coordinated depart- 
ments under the Sceretary of Defense. 

The unthinkable thing, from my viewpoint, at least, would bo to lot 
ECA (enninato on June 30, 1952, or earlior, with no alternative as a 
means of carrying out what I consider to be, and which I stated in my 
prepared statement to be, the necessary cconomie functions to dis- 
charge tho responsibilities for leadership which we have in the United 
States, whether wo like it or not. 

Ono variation of those four alternatives which would be to take the 
functions that ECA now has and parcel them out among present 
agencies of the Government. That would bo a dismemberment, and 
I think it would be a dismemberment which would be fatal to the 
pationt. I mean by that. we have theso claimant functions, You 
could give that to the Department of Commerce, who is effectively 
carrying out part of that for part of the world now. 

Tho dismemberment to which I refer as being fatal would consist 
of what I believe would bo tho breaking up of a very effective oper- 


ee mee 


164 THE MUTUAL SECURITY PROGRAM 


ating, organization which has, in terms of the interest of the United 
States, assets which, with tho world as it is, I do not think we can 
afford to lose today. 

I. think there are many other studies and idcas on this gencral 
subject. 

ou all, of course, read tho Gray report and the Rockefeller report 
and the Committee on the Present Danger report and the Brookings 
report. Also, tho Bureau of the Budget has made a number of studics, 
as havo other private organizations. The NAM has mado some rec- 
ommendations. Also, the Chamber of Commerce, and everybody 
and his brother, I think, has an idea as to how this should be done. 
So that I do not want to be too dogmatic in making any specific 
recommendations, but I would like again to emphasize what I think 
are threo principles—three fundamental principles that, from my ex- 
perience, I believe, should bo kept in mind. 

Tho first is that if you have a clear operating job to do—and I 
think wo have in building economic strength to support. military 
strength in the free world—I think it can be best accomplished by 
delegating to an independent operating organization of stature, 
responsible to the President of the United States, that particular job 
of operations within the framework of foreign policy. 

Second, and I am very proud of this asset—1 think we do have n 
current assct in terms of people and methods in ECA which has done 
a job for 3 years and obtained the confidence of the countries with 
whom it works around the world, and has obtained at least to some 
degree the confidence of the Congress and the people of the United 
States, and which has worked out institutional relationships not only 
within its own organization, but with the other departments of the 
United States Government. 

All of those things take time and energy, and thought, and should 
not be lightly discarded. 

Tho third ono is this—and it is a corollary of the last one I men- 
tioncd—whatever is done, I recommend it be done promptly, so that 
we do not lose by attrition the benefits of that asset to which I have 
referred. 

I could talk on this almost indefinitely, but I think those are the 
highlights of the basic pri...iples which I believe should be maintained. 

Chairman Ricuaros. What do you mean by “promptly”? Do you 
mean in this act, that is, in the law wo pass this year, if we pass it? 

Mr. Foster. Yes, sir. Ithinkso. I think in view of the questions 
that have been raised, and in view of the many suggestions that ECA 
bo terminated, that it is very essential that you in your wisdom, and 
the Congress, come out with any legislation which is directed to that 
end, and do it promptly, and do it at this session, if possible. Other- 
wise, I am sure that as always happens in tho case of an agency whiose 
futuro is uncertain, you inevitably lose a lot of your very best people 
who, at a timo when there are great requirements for brains in private 
industry and in government, will, of course, move to those jobs where 
they think they are going to be useful over a longer period. 

hairman Ricwarps. Would you put a terminal date in this act 
for military aid too? 

Mr. Foster. I think that has great psychological advantages. I 
know in Europo in our early attempts toiget tho cooperation and 
energetic acceptance of programs by European governments, the fact 
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that wo could say to these people, “Gentlemen, you cannot delay; 
you must not procrastinate; you must move ahead with these things, 
ecause come 1952, or perhaps carlier, you will bo faced with the 
necessity of being on your own fect, and you will not have this aid 
any longer available’—I think (hat psychologically was a great help 
in getting on with the job, Mr. Chairman. 
hairman Ricwarps. Mr. Foster, the additional 10 minutes have 
expired. Unless some of the other members would like to go along 
on that, I will start around the table and I will allow he time for that 
purpose. Mr. Vorys. 

Mr. Vorys. No questions at this tine, Mr. Chairman. 

Chairman Riciarps. Mr. Gordon. 

Mr. Gorpvon. No questions, Mr. Chairman. 

Chairman Ricuarps. Dr. Eaton. 

Mr. Eaton. No questions at this time. 

Chairman Ricuanps. All right. Mr. Mansficld 

Mr. MAnsrFirtp. Mr. Foster, as always, it is & pleasure to hiave you 
beforo this committee and to partake of the benefits of what you have 
to say. 

Carrying on this subject along a little different linc, what countries 
do you anticipate can be taken out from under the European recovery 
program before the end of June 1952? I should say, what additional 
countries? . 

Mr. Foster. Yes. You are familiar with the fact that in Portugal, 
and Ireland, and Sweden, and in the United Kingdom, we have asked 
for no funds for economic assistance in our proposed bill. 

To answer your further question is rather difficult because it de- 
pends to a considerable extent on the load which the countries pick up 
and the speed with which they undertake an additional arms program, 

Chairman Ricuarps. Mr. Mansfield, it is possible that the witness 
would rather answer that in executive session. I do not know. If 
you do, say so. 

Mr. Foster. My difficulty is I really cannot answer it because it 
depends on the load they undertake. If certain countrics do no better 
than they have done so far, perhaps it would be unnecessary to have 
that economic assistance. | would prefer to specify which those 
countries aro in oxecutive session. However, our request to you for 
funds is basect on our anticipation of tho load which the proposed 
programs will put on those countries, and on what the countrics will 
do in terms of political and economic decisions to carry it out. Tho 
effect of that 6 or 7 months from now is very difficult to anticipate. 

I can say this: I think you may have something of this sort in mind. 
It is my opinion that at least this part—tho economic recovery part 
of tho Mutual Security ah aa one jn which the amounts we 
will request next year would bo less, rather than more, based on any 
projections we can make today. 

Mr. Mansrietp. Well, Mr. Foster, I am in full accord that this 
program, as such, should ccaso in 1952, and 1 have stated so on a 
number of occasions in the past 2 years. I know also you and your 
chiefs of missions in the various countries have issued statements to 
tho samo effect that the ECA end in 1952. I think, therefore, on the 
basis of the facts as we sco them, that the program should continuo to 
Juno 1952, because there are certain countries that, so far as I can see, 
you cannot take out from under the program, and that would bo true 
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not alone by that date, but some consideration will have to bo given 
to thoso particular countries after that «ate. 

refer specifically to Italy, with its hugs population and land 
problem; to Greeco, which is in somewhat tho same category; and to 
Austria, in which we have a peculiar interest as an occupying power 
in a liberated country. 

Those nations are not and will not be able to stand on-their own 
fect, economically speaking, at the end of the ECA program in June 
1952. Is that right? : 

Mr. Foster. i doubt that they will, and I would add perhaps 
Iceland to that as another country. Did you mention Germany? 

Mr. MAnsFieip. No. 

Mr. Foster. Well, Germany is questionable. I do not know, 
There are probably six countries that might, even with the best of 
luck, have required continued economic assistance today, even though 
they had not faced the additional burdens due to this rearmament 
activity. 

Chainnan Ricnarps, Your timo has expired, Mr. Mansfield. 

Mrs. Bolton. 

Mrs. Botton. Mr. Chairman and Mr. Foster: You have perhaps 
540 persons in your organization abroad, or something like that. Is 
that right? 

Mr. Foster. No. We have more than that, Mrs. Bolton. We 
have ceilings roughly in Europo of 1,100 Americans. 

Mrs. Botton. Well, some of those are staff peopfe, are they not? 

Mr. Fostzr. Oh, yes. A good many of them are staff people. 

Mes. Botton. That is what I mean. I was speaking particularly 
of the top groups. 

Mr. Foster. Officers and technicians. 

Mrs. Bouton. Let us not concern oucselves with the exact numbers 
portieuladty but what I was wondering about was whether the chango 
rom or the emphasis on the economic to the emphasis on the military 
would mean a change of personnel or just of emphasis? . 

Mr. Foster. No. It will mean a change of personnel, which has 
already begun to take place, because we have been shifting our focus 
of activity starting last fall. 

As I indicated in my statement, we believe that ono of the most 
productive ways in which wo can uso our resources is to increase 
productivity. In fact, unless we are able to increase productivity it 
would seem to us impossible to do this job as we seo it, and impossible 
to get sufficient production, so that we can mect the need of additional 
military goods as well as maintaining a decent standard of living. 

Therefore, we put more emphasis on the productivity aspects of 
our field activity than in previous times, and that has meant somewhat 
less emphasis on economic Sppretess and has meant a chango in 
personnel, which has been underway for some months and is being 
accelerated in tho expectation that we will be successful in getting 
funds to go on with this job as wo see it. 

The numbers may remain about the same, but the kinds of people 
are changing, and some of tho sizes of the missions are changing, 
because we may need moro people for this sort of thing in France, as 
an exatn Fe, than wo would in Norway, which has not so many oppor- 
tunities for increased industrial production! 
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Mrs. Bouton. When FT was there 2 years ago in Paris I spent quite 
a good deal of time in the Department in Europe, particularly in the 
industrial end, Twas particularly interested in the type of men you 
had, and their Ghorough comprehension of what was going on. I just 
wanted to know what you are doing in view of changed conditions. 

May TF ask about the possible pool of strategic materials? We have 
had occasional word that the countries of Europe have felt that the 
United States was taking too larve an amount of the strategic mate- 
rials which have been and are in scarcity, if we are expecting them 
to go into production. Is there any method being developed to divide 
these strategic materials n little more realistically? 

Mr. Fostrr. Yes, Mrs. Botton. That is a real problem and is a 
very natural sort of development. We, as the greatest industrial 
Nation in the world, accepting as we have the responsibility of pro- 
viding much of the goods to start this program—— 

Mrs. Botox. May 1 interrupt at this moment, Mr. Foster? 

Mr. Foster. Surely. a? 

Mrs. Bor.ton. FE think it was during General Marshall's testimony 
there was developed the fact that France could make parts of war 
materials, as was brought out at that time, and it was said the United 
States wanted to send over a complete product rather than only the 

arts, that the assembling which could be done in France was not 
being done because our nulitary are n little insistent on doing it all. 

Is that part of your problem in materials and so on? 

Mr. Foster. I think at the start of the program it was. I think 
much progress has been made. The method through which we are 
attempting to get a fair allocation of materials, so that we can have 
these other countrics make their contribution, is through a series of 
international matcriats committees. They have been established 
under the Defense Production Administration. The policy under 
which those allocations are made, in general terms, has been set forth 
in n document issued by Mr. Wilson not long ago. That document 
was actually prepared by a Committee of which I happen to be the 
head, the Committee on Foreign Supplies and Requirements. It sets 
forth tho basic procedures under which materials should be shared in 
order to develop best a balanced strength at home and abroad. ‘that 
isa statenrent of what you want to aspire to. It will never be achieved 
in exactly those terms. 

Since the United States docs have means of getting a good many of 
these materials there have been in the past some accusations that we 
are taking too much. I think that is a false accusation. I think we 
have made very equitable distributions of such things as sulfur and 
molybdenum, of which we are tho largest producers in the world, and 
because of that we are getting the same kind of cooperation from other 
nations who supply us with what we need. 

Mrs. Botton. Thank you. 

(The following was submitted for inclusion in the record:) 

Ecoxomic Cooreration ADMINISTRATION, 
Hashington, D. C., July 11, 1951. 
Hon. Frances P. Bouton, 
House of Representatives, Washington, D.C. 

My Dean Mars. Botton: The following paragraphs contain answers to the ques- 
tlons which you asked me at the committee session on Tuesday, concerning the 
Financial and Economie Board (FEB) of the North Atlantic Treaty Organization. 
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Background; why was it created and by whom 

Ever since the beginning of the NATO organization there have been a constantly 
Increasing number of financial and economic problems varying in scope from the 
general problem of financing tho rearmanent effort to the specialized problems of 
raw materials, shipping requirements, ete. In the early stages, these problems 
were entrusted to a number of epecial working groups under NATO. When It 
became cicar that the financing of rearmament would be a major limiting factor in 
carrying out NATO military and production plans, the United States proposed 
in the NATO Council Deputies that all of tho financial and economic activitics of 
NATO be handled tn one Financial and Economie Board. This proposal was 
edopted on April 30, 1050. The new Board fs thus one of three major segments of 
the NATO organization, the other two being the Military Committee (and stand- 
ing group), and the Defense Production Board. These three elements are coordi- 
nated by the Council Deputies. 

The Financlal and Economic Board was set up in Paris in order to take full 
advantage of the secretarfat and national delegations to the Organization for 
European Economie Cooperation, You will remember that the OEEC repre- 
sented a very important step In trying to get unified thinking in Europe with 
respect to the common econonie and financial problems; FEB represents another 
very important step In this direction. 


Whol has tt accomplished? 

FEB was set up only a few weeks ago. The principal task undertaken by the 
Board to date is the “burden sharing’ study. This involves the submission by 
each member of NATO of a detailed account of the military effort it is making 
and of the impact of that effort upon Its economy. Member countrics are sub- 
fected to a detailed cross-exam{nation of thelr aubinissions which cover the 
magnitude of their effort, the measures they are taking to maintain the stability 
of their economies, and the effects of their military expenditures upon levels of 
consumption and investment as well as upon their balance of payments. On 
the basis of theso cxaminations, the FEB {s expected to arrive at conclusions 
and recommendations regarding the relative burden assumed by each country 
and to make recominendations with respect to afd so as to assure an equitable 
sharing of burdens. While these recommendations are not binding on any of 
the member countries, they should i promote the assumption by each country of 
its fair share of the economic burden of maintaining the defenses of Western 


Furope. 

During this period FEB has also initlated studies of the defense shipping 
Tequirements and has begun to consider the problems involved in financing the 
carrying out of DPL's recommendations on production. 


Backstop arrangements 

Backstopping for Ambassador Wood is provided by the Prograin Division of 
his own staff fn Paris; the staff of the Assistant Administrator for Program in 
ECA/ Washington; and an interdepartmental group chaired by ECA (under the 
Internatlonal Security Affairs Committce) which brings to bear on the problems 
dealt with by the FEB the points of view and Information available to the Depart. 
ments of State, Defense, Treasury, ECA, and Mr. Harriman’s Office. 

Sincerely yours, 
Wiiirau C, Foster, Administrator. 

Chairman Ricwarps, Thank you, Mrs. Bolton. Both the reporters 
and the press have requested that tho witness and the questioners 
speak a little louder so that they can hear the questions and answers, 

I believe, Mr. Battlo, wo skip over you now, do wo not? 

Mr. Barrie. Yes, sir. 

Chairman Ricnarps. Mr. Smith. 

Mr. Situ. Mr. Foster, in your prepared statement you referred 
to the standard of living of the people of Europe and said that tho 
average per capita was about $525. 

Air. Foster. That was France, Mr. Smith. 

Mr. Sarr. That was France? 

Mr, Foster. Yes. 

Mr. Sire. What was it in 1948, do you know, Mr. Foster? 
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Mr. Foster. I would have to check this figure. My recollection 
is it was about $400. [I can get that for you. I¢ was somewhat. 
lower, Mr. Smith. ‘They have made, as L indicated, a very substantial 
ge but 1948, I can assure you, was a very low level indeed. 

n 1948, the per capita income in France, in 1948 prices, was esti- 
mated at $380. A better comparison, which permits adjustment for 
prico changes, is the per capita gross product at constant prices, which 
was $591 in 1948 and $667 in 1951. 

Mr. Syste. With productivity up 40 percent or more, should not 
the standard of living be greatly higher than what you enumerate here? 

Mr. Foster. The standard of living has improved. The production 
to which you refer is industrial production, however, and much of 
that has gone into increased capital facilities in order to build up the 
plant. which would continue this, come the end of the Marshall plan. 

In other words, very little of the increased industrial production has 
as yet in most of these countries become available to the people of 
theso countries in terms of better standards of living. I think as a 

encral statement most of these countries have reattained about the 
evel of their prewar standard of living in terms of availability. In 
terms of varicty, in terms of a wide choice of things to wear, and cat, 
and enjoy, the levels are not as good as they were before the war. 

However, we have deliberately encouraged relatively a much larger 
investment program in these countries than has been undertaken in 
the United States, undertaken with the view of their being able at 
the end of the Marshall plan to support themselves without external 
assislanco, 

Mr. Siti. Is that not the basic thing that we are driving for if 
we aro going to mako any successful counteratlack against com- 
munism? These people are not concerned about whether they live 
under a republican form of government or whether they live under 
communism if they can get a decent standard of living. Until they 
attain a decent standard of living I cannot see how we can make 
much progress by rearming them. 

Now, wo admit that this rearmament program is going to have a 
considerable impact on tho standards of living. For myself it seems 
to mo that wo havo neglected to approach the problem from tho 
economic standpoint. In other words, until we can help to create a 
more favorable attitude on tho part of these people through economic 
stability we cannot hope to do much to defeat communism; until this 
is accomplished we cannot hope to reach our objectives. We have 
not succeeded in moving toward political and cconomic integration 
and I doubt that we havo spent our money wisely. 

h If you would care to mako an observation on that, I would like to 
avo it. 

Mr. Foster. I think fundamentally you are quite right. I think 
men do not always live by what they have. I think what we havo 
been able to do is to give them a hope that they would have something 
better through this continuing improvement. I think more important, 
perhaps, in many instances, than actually having it in hand is tho 

ope of something to aspire to. I think that is the great difference 
between Europe today and Europe in 1047 and 1948, when they had 
none and when they were living under these desperate conditions. 
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We have not done enough toward the thing you speak of. We have 
not been able to seo that tho benefits of this increased production have 
gotten down to the peoplo who are producing, and tho great mass of 
people. With the help of many sectors of our own economy we are 
devoting much of our emphasis to that now. 

We have had the strong and very useful support of the American 
free labor unions in doing that sort of job abroad. We are hopeful 
that this productivity drive on which we aro putting so much em- 
phasis will be accompanied by a fairer division of the additional fruits 
of that productivity, so that the additional production will be divided 
not only to the owners of the businesses, but will also get to the con- 
sumers, and to the workers, so that you will get a better standard of 
living among the workers and tho mass of people in these countries. 

You are quite right. Until we are able cither actually to accom- 
plish that, or until we are able to give them a greater hope of that 
early achievement, we will not get the support of the peoples for the 
kind of life we are promoting, and for the things we are trying to get 

one. 

Mr. Samira. I think wo are coming out second-best on the propa- 
anda that the Communists are advancing, namely, bread and peace. 
hat is what they are talking about. 

Chairnian Ricnarps. Your time has expired, Mr. Smith. 

Mr. Suita. Thank you, Mr. Chairman. 

airman Ricwaros. Mr. Carnahan. 

Mr, Carnanan, In assuming or stating that the purposes of the 
ECA are largely accomplished, are we assuming that the European 
countrics have developed an economy strong enough and productive 
enough to produce a reasonable standard of living or their people? 

Mr. Foster. Mr. Carnahan, we had hoped that they would, and 
had it not been for the new need of taking great quantities of available 

oods out of their production for purposes of rearmament, we had 
oped that they would be in that shape, on a thin basis, but on a 
bearable basis. 

What has happened, as Mr. Smith indicated, was that the diversion 
of the production to this new build-up of military strength does inter- 
fere with the availability for consumption, and it docs give us a great 
problem of balancing the military build-up against the need for main- 
taining a decent standard of hy 

Tho only way wo can get it is by still greater production and pro- 
ductivity plus the fact that for the foreseeable future wo will have to 
continus to give them cconomic aid, as well as military end-item aid, 
because without that in handling both those jobs they would not 
achieve what you have in mind. 

Mr. Carnanan. Is not this new demand then for military aid 
justification for further continuation of the thing wo have been 
doing under ECA? 

Mr. Foster. In that senso it is, since the economic assistance we 
give will be parily for the purpose of providing commodities that they 
will have to havo to cat and enjoy. But, tho great part of this new 
aid wo aro asking for—tho $1,650,000,000 for Europe—is that which 
is designed to build up the productive facilities so that within a 
reasonable period thoy will be able to sustain this military load 
without the need of necessary end-item assistance from us as well. 
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In other words, if it were possible to divide the $1,650,000,000 
into two parts—and it is not, because they overlap—the smallest 
part of that amount would be for the purpose of commodities to 
sustain the standard of living. The largest part of it is for the pur- 
pose of building up productive facilities, purchase of raw material 
to assume the military production load, which is the other part of 
the twin job we now have. 

Mr. Carnanan. Will the assumption of carrying the military lond 
mean a reduced standard of living for the masses? 

Mr. Foster. It may well lead to that in some countries. The 
question is always on the part of the governments of these countrics, 
as to whether they can afford to cut back the standard of living in 
the particular country in order to undertake this additional military 
load. With the economies so thin in some countrics that will be 
very difficult to do. In fact, it will be difficult in all the countries, 
but it will be much more diflicult in some countries than others. 

We havo a very difficult job, and a very difficult choice always, 
as to whether that will defeat the purpose we are trying to achieve 
or not. If it goes too far, of course, it may, as Mr. Smith said, make 
n reduction in the standard of living which may put us back to where 
we were in 1048. That is the dangerous and difficult choice we have 
aliead of us in all these determinations. 

That is why when we say, “Can they not arm faster than they are?” 
that final verdict is one that we cannot make for them here. That is 
a verdict that in most cases the governments of those countries have 
to make. Of course, we want them to go just as far as it is possible 
to go, but we recognize they must not go so far that they will lose 
what we have built to date in these last 3 years, 

Mr. Cannauan. Of course, it is not possible to build a military 
strength untess you have an economic base to support it. 

Mr. Foster. It is absolutely impossible, and the military strength, 
in my opinion, would be of litte avail unless you had economic 
strength hind it. 

Mr. Carnanan, That is all, Mr. Chairman. 

Chairman Ricnanps. Mr. Merrow. 

Mr. Merrow. Mr. Foster, you have stated, and T beliove correctly 
s0, that there is only one way in which Europe can shoulder a larger 
rearmament effort, and that is by way of increased production and 
greater unification. Is not greater unification one of the fundamental 
prerequisites to increased production on the Continent? 

Mr. Foster. Yes, sir. tis. Without it you do not have the free 
flow of materials; you do not have the outlet for the production that 
you aro moving toward, Therefore, a prerequisite of this greater 
strength is greater unification. . 

1 think General Eisenhower made a very excellent statement of 
that. in his speech before the English-Speaking Union in London a 
day or so ago, on July 4. Itis something we have pushed very hard 
ever since the spring of 1948, and I think in terms of accomplishments 
as contrasted with a normal pace in history, we have made a lot of 
progress, but there is still a great distance to go. 

Mr. Mrrrow. That leads mo to ask the second question. 

You point out that there have been substantial gains toward greater 
economic unity, and you cite tho European payments program and 
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tho Schuman plan. However, even though thero has been that prog- 
ress, that progress is not as great as you think it should have been 

Mr. Foster. No. Wo would like to have seen oven greater strides 
toward unification. We would like to have seen the complete climi- 
nation of quota restrictions—quantitative restrictions on trade bhe- 
tween these countrics. Wo would like to seo tho procurement of 

1s for this military effort dono frecly across tho international 
rders. Wo would like to have seen the Schuman plan como into 
full being before this time. It is not as yet ratified, as you know, 
by tho governments themselves. It has been initialed by the ministers 
and wo are hopeful it will be accepted, but many of those things we 
had hoped for long before this time. 

However, thero is ono other organization and one other effort which 
I would like to refer to briefly, if f may. That is the Organization for 
Eurepean Economic Cooperation. In my opinion that is ono of the 
greatest evidences of at least economic integration that has over taken 
place as between sovercign governments, and I think in their 3 years 
of life their achievements are tremendous, and I think they are con- 
tinuing. Tam hopeful that with their continued efforts and emphasis 
thoy will bring about somo of theso other, faster movements toward 
complete integration of the economics of Europe, without whicli we 
will always bo handicapped in achioving this build-up of complete 
strength. 

Me Merrow. You are asking for $1,650,000,000 for economic aid. 

Mr. Foster, That is for Western Europe. 

Mr. Merrow. Yes. What harm would there bo in making progress 
along the lines you have spoken of, by establishing certain conditions 
that we expect fulfilled for the giving of this aid? In other words, 
condition the aid by insisting hat progress in the ficld you have 
mentioned must be made. 

Mr. Foster. There aro certain statements in tho present legis- 
lation, Mr. Merrow, that set forth tho desires of tho Congress and 
the people of tho United States to that end. If you aro too specific in 
your conditions as to what should be done within certain times it 
does scom to mo that you may loso tho really strong motivating 
force, which is tho willingness and tho desire of these people to do this 
themselves. 

Now, this wholo effort, I think, has been based on the philosophy 
of our hel ing other countries to help themselves. The job has been 
dono by them. It has not been done by us to the greatest extent. 
We have given the essential marginal assistance in this job, but 
basically the genius of this plan, in my opinion, was its emphasis 
on their helping themselves. 

f-you put such strict requirements as to time and specific accept- 
ance in a bill that it perhaps reduces their freedom of action and 
their whole-hearted support of an activity, you may lose somo of 
that spirit from within that gets the job done. 

T have felt always in tho imposing of conditions that we should be 
very careful, and we should have in mind that this is a partnership 
as between full partners, and is not an attempt by us to tell these 
countries exactly how they should meet the conditions which they 
usually know somowhat better than we. * ; 

Mr. Merrow. But if you spend the money without having any 
conditions the day will come when you have no leverago left, and tho 
goals that you have set for them will not be obtained. 
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Mr. Fostir. Well, we have methods of achieving the objectives 
of the legislation, because ve do not have to release the funds. My 
point is 1 would prefer it not bo too strict a specification as to how, 
when and why. I think you need flexibility, in other words. 

1 think the objective should be stated. Tam perfectly in accord 
with you on that, but I think if you state the objectives and say, 
“You will not get this moncy unless you achieve this particular 
objective in this particular time,” I think you may lose the motive 
power of this activity. 

Chairman Riciarps. Your timo has expired, Mr. Merrow. 

Mr. Zablocki. 

Mr. Zastocks I really do not have any questions, Mr. Chairman, 
but I do wish to take this opportunity to express my sympathy with 
the problem you havo to face, Mr. Foster. The critics who are 
charging {hat thero is insuflicient military cooperation by our allies, 
admit. that the military effort in Europe is and njay further hamper 
the economic recovery progress. ‘These same ‘critics in past years 
sought to limit drastically, opposed and critiziced our economic aid 
to thoso countries. In my humble opinion, our allies on the wholo 
havo dono remarkably well economically and militarily, considering 
their circumstunces. It appears they criticize and oppose simply for 
the sake of opposing any efforts. 

Mr. Foster. Thank you, sir. 

Chairman Ricuanps. Mr. Fulton. 

Mr. Futton. First, I would compliment you, Mr. Foster, and 
your excellent organization. I think you are doing a very fine job. 
Ve in America are very pleased at the acceptance ECA has received 

everywhere, and at the tact and diplomacy with which it has been 
carricd on. 

You have mado a suggestion that there be a Department of Foreign 
Affairs. If that is tho caso, as & suggestion, What would you then call 
the State Department? 

Mr, Foster. Mr. Fulton, I suggested as a possible alternative that 
that was one way of handling this particular sort of activity. If this 
wero undertaken this would supplant the State Department. In 
other words, it would bo a Secretary of Foreign Affairs who would bo 
the man in the United States Government in charge of our foreign 
policy, and the top administrator of theso coordinated departments, 
nainely, the Foreign Economic Affairs, Foreign Military Affairs, 
Foreign Information Affairs, perhaps, and Foreign Political Affairs, 
or Whatever you might call that. 

Mr. Futtron. So that if that technique were adopted—not saying 
wo werd adopting it—it would result in the abolition of the State 
Department? 

Mr. Foster. 1 do not want to be misquoted in any sense of the 
word, Mr. Fulton. . 

Mr. Futtox. No. In our present sense of the State Department. 

Mr. Foster. I think it would supplant the State Department; yes. 

Mr. Futton. And it would really put the economic matters higher 
than the policy matters in such a department? 

Mr. Foster. No, I do not think so. The Secretary of State would 
bo charged with the foreign poticy of the United States—the Sceretary 
of Foreign Affairs, in my opinion. This is not a thoroughly though* 
through suggestion, I might say. 

Mr. Futton. And it is only an alternative? 


174 THE MUTUAL SECURITY PROGRA3* 


Mr. Foster, It is only an alternative. He, as always—the Scere- 
tary of State, or the Secretary of Foreign Affairs, or whatever his titlo 
might be—would be, as presently, charged with the foreign policy of 
the United States under the President, and the foreign economic 
affairs would be on a per with these other departments, which would 
report to this super-Secretary. They would be equivalent to the 
political desk, if you want to call it that, and equivalent to tho foreign 
military activities, and equivalent to perhaps an information, or what- 
ever you want to call that activity, but would not in any sense bo 
superior to——— 

Mr. Futron. The policy-forming body? 

Mr. Foster. That is right. 

. Mr. Furtron. There is now a group that is just leaving for Europe 
ona trip from the United States that has been announced aga demon- 
stration of the height of unausterity. They are supposed to be doin: 
the tour in an old-fashioned reckless style. These special tourists wi 
have special trains for them, and special cars. They will bo seen in all 
the European cities with a chauffeur and a footman, and each one of 
them will have a separate automobile. Now, why do you not ask to 
have their passports canceled, because while the ECA may be savin 
to the little people of Europe to pull in their belts, reduce their standarc 
of living and accept a program of austerity, you can never undo what 
those 17 people will do in 3 weeks in Europe. You will never undo it 
by a Voice of America program saying that there are two cars in 
every garage in America, against such a publicized and organized 
demonstration. 

I would like to stop it and block it, because they have blatantly 
announced this trip as a demonstration of unausterity at its peak. 

Our Government officials come up before this committee and say 
we must reduce the common people of Europe to the point of austerity, 
and to the point whero we almost force them into communism. 

‘How can we sell them as 8 propaganda matter on our type of life 
when we permit through tho State Department such 8 thing to go on, 
blatantly challenging everything that we do sround this table? 

This group has ‘adopted the opposite of what we in the Government 
have said should be our approach toward cur mutual security pro- 
gram, that we want austerity here and controls here. This group 
openly takes the opposite of what we say, and, as a propaganda move 
goes through Europe and destroys everything that we build up, an 

oes it with Government consent. 

Mr. Suirx. Will the gentleman yield? 

Mr. Furron. I yield. 

Me. Suitu. For the sake of the record, who are these people? 

Mr. Futron. I guess we had better not identify them by name, 
Mr. Smith. 

Mr. Suira. Where are they from? Are they from Congress? 

Mr. Furron. Their names are in the papers. 

Mr. Foster. No; they are private individuals. 

Mr. Jupp, They are paying $14,500 apiece for the privilege of 

ing away the money which is burning holes in their pockets. 

Mr. Bartis. They must be Republicans, because no Democrats 
have that much money. t : 

Mr. Jupp. It’s only the Democrats who have been on the payroll 
these 20 years who have that much money. 
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Mr. Foster. Mr. Fulton, I think it is a very unforttinate example. 

Chairman Ricuanps. Your time has almost expired. Do you 
have a question, Mr. Fulton? You have half a minute left. 

Mr. Fuiton. There is a serious side to it. When we are trying 
by words to convey an impression for our mutual security and then by 
deeds permit passports to be issued for such a thing, then certainly 
I believe we ought to combine our passport policy, and our economic 
policy, and our foreign policy, and sce that we put our best foot for- 
ward, Do you not agree with that? 

Mr. Foster. I agree this is a very unfortunate example. The only 
thing I will say is that it does provide some dollars for those countries 
which are short of dollars. As to whether we should use the visa to 
restrict the independence of the American citizen who wants to spend 
his dollars abroad that way, I have no opinion on that. 

Mr. Fuiton. You certainly do not say it is justified? 

Mr. Fosrer. I think it is a very bad example. , 

Chairman Ricranrps. The gentleman’s time has expired. 

Mr. Ribicoff. 

Mr. Ristcorr. Mr. Foster, would you estimate that the Sovict is 
spending in excess of $1,650,000,000 throughout the world for propa- 
ganda, subsidization, and subversion? 

Mr. Foster. Iam sorry; I did not get that question. 

Mr. Risicorr. Would you estimate the Soviet Union is spending 
in excess of $1,650,000,000 a year throughout the rest of the world for 
propaganda, subsidization, and subversion? ° 

Mr. Foster. I have no quantitative estimate on that. They are 
spending tremendous amounts, which. are substantially in excess of 
any amounts we spend for that purpose. Whether it would come 
to that total or not, I do not know, and I am not sure that much of 
what they do costs them very much money. Certainly they have 
hundreds of people engaged in it; certainly they, issue thousands of 
manifestoes; certainly they control many organs of public opinion. 

I have no really good opinion on whether the total would come to 
that or not. 

Mr. Risicorr. Mr. Foster, from overything you have said it 
would appear you cannot separate economics from our foreign policy 
and our diplomacy. Is that correct? 

Mr. Foster. That is correct, sir. 

Mr. Risicorr. Are you not and are we not kidding ourselves when 
we talk about terminating this program by June 30, 1952, and then 
giving it another tag? 

Mr. Foster. If it is simply a question of another tag, I think you 
are probably right. However, I think that the job from here on is 
a somewhat different one, especially if new functions were added to 
the Economic Aid Administration—as might be done under two of 
the four alternatives I mentioned earlier. 

Now, I think that there is a grave question in terminating it, as 
I pointed out, because I think you do run a risk of losing assets, which 
in my opinion are very useful assets to the United States. 

Mr. Risicorr, Then why do we not be realistic and tell the other 
Members of Congress and the people of the United States, that al- 
‘ though we originally thought wo could finish in 4 years, we now find 
we cannot, because of the world situation? Do you not think frank- 
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ness on your part and frankness on our part is the best way to handle 
tho situation today? 

Mr. Foster. I am thoroughly in accord with frankness. I think, 
howovor, tho job is a difforent job, and I think it is quitoappropriate, 
thoreforo, to recognize it as a different job. I think that is not. in any 
sonso Sovering up the situation. [ think it is a question of balancing 
tho gains and losses in making this transition. 

Mr. Risicorr. Ajl right. For 4 years you havo built up all over 
Europe—and when we go over there we seo it—the symbols ECA 
ERP, and tho Marshall plan. You have mado an impact on the mine 
of the world and on the mind of Europe with these symbols. Good 
symbols are hard to build up. Aro wo going to do compamtively tho 
same typo of work in the now program and then change all aur sym- 
bols? That, I think, is something to consider in scrapping ECA. 

Mr. Fosren. I agree. 

Mr. Risicorr. And in scrapping ERP. 

Mr. Foster. I agree. I think you have to weigh that against 
carting out tho promiso that wo would bo through with tho job 
in , 

Mr. Rinicorr. Anothor question, following up what Mr. Smith 
said about our propaganda linc. We constantly emphasize tho 
defense and security against war. Now, in ECA wo are trying to 
sell the Congress and tho people that economic aid is just an incident 
to the military. Do you really beliove it is just an inetdent, or do you 
believe that economic ‘assistance is part and parcel of our foreign 
policy, and that wo should put our economic assistance on the level 
where it Delong separato and distinct, or as important a part of 
our foreign policy as military aid, oven though it docs not tako as 
much monoy? 

Mr. Foster. I think it is just as important as is our military aid 
in torms of our forcign policy. I think the continuance of it on that 
- basis is vital. I tltink it should retain tho standing within foreign 
policy that it now has, of an independent agency of stature. 

Tam a little confused as to how to answer tho rest of your question. 
I believo that this is something without which tho foreign policy of 
the United States could not. bo effective, and therefore I think it is in 
tho interest of the United States to go on with our economic leadership 
and help to the rest of tho world, as a part of our achieving our broad 
objectives in the world, and this kind of an agency, with another 
name, perhaps, and perhaps with a slightly different form, is essential 
to that end. 

Chairman Ricuarps. Your timo has expired, Mr. Ribicoff. 

Dr. Judd. 

Dr. Jupp. My timo was yielded, Mr. Chairman. 

Chairman Ricuarps. Mr. Javits. 

Mr. Javits. Mr. Foster, we are, of course, very glad to sco you 
here. You and Mr. Hoffman have made favorable records in this 
country and throughout the world. We havo been up against. two 
deadlines here recently, one on appropriations and one on the Defenso 
Production Act. What is our deadline on this act? Will you tell us 

ust what wo aro supposed to do, and by when we are supposed to do 

Mr. Foster. At the moment, Mr. Javits, wo aro in business on a 
tomporary basis. Each year, as you recall, wo como before you for 

} 
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an authorizing bill, which we do not have at this point, to #0 on into 
fisen] 1952. We are operating, therefore, under the continuing resolu- 
tion, which imposes many handicaps, becauso it does not recognize 
the new character of the job we are doing. Therefore, the deadline is 
yesterday, really, in terms of getting the bill through. 

The other deadline is one to which I referred a tittle cartior, which 
is that unless we get a prompt decision on what we are doing, we are 
going lo lose, as we already are losing, the people who are part of this 
asset to which [have referred. 

So that [can only plead with you, sir, and your colleagues, that the 
sooner wo can get on with this bill, the better it will be for us and tho 
world, in my opinion. 

Mr. Javits. Do we Fave any deadline as far as our relations with 
other countrics aro concerned?) After all, that is the big Ching. 

Mr. Fostrr. No, sir; xr that operating on this basis wo are 
not as effective as wo would be with the definite program ahead. 
Due to our relationships, which Mr. Ribicolf releired to, I think wo 
can hold tho confidence of the people with whom we work; but it is 
much more difficult, and it would be more effective with a definite 
progrant and a definito set of objectives in the law. 

Mr. Javits. 1t is a fact that to tho extent of $500,000,000 of re- 
quested appropriation for cconomic nid, tho difference between 
$1,600,000,000 and $2,200,000,000 in round figures, you are embark- 
ing on almost completely new programs in the Far Kast, Africa, the 
Near East, and Asia? 

Mr. Fostsr. Almost entirely new programs. Wo have had sinco 
last summer small programs in tho Far East in our STEM missions. 
Tho $375,000,000 for tho South and Southeast Asia is a substantial 
increase over last year’s activities. Tho 3125,000,000 in theo Middlo 
East is a substantial increaso, and the Latin-American is about tho 
same, I beliove. So that wo -ould propose to undertako now pro- 
grams in soveral countrics and did increase the programs in most of 
the countries where wo havo just gotten under way. 

Mr. Javits. You are really going to nindeetovclaied areas also in 
order te SeEeioP new and much bigger sources of raw materials; aro 

ou not 

2 Mr. Foster. That is certainly ono of tho objectives, although the 
basic objective, Mr. Javits, is to build up those economics, so that 
they aro stablo peoples and havo a chance to survive in this world of 
today. Ono of tho possiblo benefits that would como to us out of 
that is an increased availability of strategic materials, but I think 
that unless we aro ablo to build that stability, that benefit would bo 
of little avail over the long haul. 

Mr. Javits. Are you asking for enough money to do tho job that 
needs to be done, or are you just asking for what you think you can 
get from Congress? 

Mr. Fostnk. Wo have always come to you, sir, with what our best 
judgmant is as to what tho minimum is to accomplish tho objectives 
wo havo. We beliove with this amount wo can do a good job and 
achiove what wo havo stated to bo our objectives, and what aro tho 
interests of tho United States. 

Mr. Javits. Do I have timo for one more question, Mr, Chairman? 

Chairman Ricuarps. Yes. 
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Mr. Javits. The reason T made that statement was this: On page 
8 of your memorandum you moako tho statement: 


This will require— 
speaking of this new part of the program in Asia and in Africa— 


comparatively tittle capital outlay; rather it will require economic assistance much 
of which is technical and advisory in nature. 

When you turn over on pago 9, you yourself tell us, speaking of theso 
areas: 

They want agricultural and manufactured gools—tricks, textiles, mining and 
engincering equipment, We nust mako this fair return, even out of our own 
scarce supplies, if wo expect a free flow of raw materials * * *, 

‘That strikes me as a much bigger order than just a tittle technical 
assistanco and advisory assistance such as you referred to on page §, 
Can you make any comment on that? 

Mr. Foster. Yes; I will be happy to. The reason for that is that 
most of these countries actually do have materials which they can 
sell-to us for dollars in sufficient amount to mect most of their require- 
ments in the way of commattitics. ‘Tho difference in the East, as 
contrasted with Europe, is the very much lesser commodity program 
which tho Asian countries have to movo into, and the greater avail- 
ability of foreign exchange which they have through selling raw ma- 
terinls to us. 

Tho thing they need is expert people who can work with them and 
givo them better methods to achiove betcor production, agriculture, 
and sanitation, and more instruction in how to operate a government 
_ and how to train people to furnish the basic governmental institutions, 

which will strengthen the country. 

Thosa do not take much money, as compared with tho requirements 
of Western European countries in terms of food and raw materials, 
and jn terms of tho basic production equipment to turn out manufac- 
tured goods within those European countries. 

Chairman Ricrarps. Your time has expired, Mr. Javits. 

Mr. Roosevelt. 

Mr. Roosrvect. I would liko to pursuo tho lino Mr. Javits started. 
I am completely in favor of the immediate necessity for o military 
emphasis in view of the world situation, and tho attempt to regain 
the military balance. I think, however, that implicit in this program 
is a technical, or economic assistance program for underdeveloped 
areas, without a clear or very helpful statement of just what our 
objoctives aro. 

hen we started the Marshall plan wo spolled out our objectives, 
and seta 4-year period in which to accomplish them for Western 

uropo, . 

I think we are embarking, and I hope wo arc embarking, on a pro- 

m for Southern and Southeastern Asia, and parts of Africa and 

tin America, and of courso tho Middlo East. However, I got tho 
focling wo aro reluctant to come out and say just what our objectives 
aro, and what our long-rango program is. ‘I think it would bo very 
helpful, and certainly from a propaganda oint of viow, or a con- 
vineing point of view, it would bo very holpful in maintaining tho 
line in Southorn and Southeastern Asia, particularly at this moment, 
if thoso peoplo had a feeling that wo really have their ultimate econo- 
mic stability as a basic interest. 
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Do we not have a program? Has the ECA, for example, done any 
long-range planning on this line? Have you taken into consideration 
the possibility of working with, or the United States Government 
orsiie With an international economic development group or pro- 
rain 
‘ Mr. Fosten. Yes, Mr. Reosevelt. 1 think Chat point is very well 
tuken, and T should have separated out a tittle bit our European pro- 
gram, perhaps, from these other programs, 

Certainly the concept of teclniical nssistance to the underdeveloped 
areas is one that | did not intend (o measure in terms of u 2-, or 3-, 
or 4-year program, because 1 think that may well continue for a long 
time, As [ indicated in my statement, it is not in terms of dollars 
of the magnitude we are talking about in Western Europe, but: in 
terms of time it may be very much longer, and LT think I said there is 
a long-terin development program in those areas. 

In working with those countries we have utilized {he United Nations 
ond its subsidiary agencies, Chat is, the FAO and WHO, and UNICEF, 
and other of those activities. That is, we lave coordinated with 
them in working in those countries, 

We in ECA do not work with the United Nations. That is a 
Stato Department relationship and any of our relations would he in 
tho field where we would make sure we would not duplicate what 
they were doing, and in most of those southeast Asian countries where 
we operate we have always made sure those programs yo side by side, 
so that we do not spend our people and our fae son the sane things. 

1 think we have made a great deal of progress. 

As to your basic question as to whether we have made known to 
theso people that that is our intent, wo do do that. That is one of the 
basic considerations in dealing with these governments that we have 
emphasized. 

Mr. Roosrvent. I think one of the problems is this letting it: be 
known ns to just what our program is. The point 4 came to the 
Houso in last. year’s bill at $45,000,000. It was cut down and finally 
got through at $35,000,000. Yet, that-is not our total program for 
that area, and propagandawise it is peanuts. 

Now, what [am afraid of is that we are not really getting over our 
total program. Point 4 is a nice term. Tho Marshall plan is a nico 
little catehword, but as for your work which wo are doing in southeast 
Asia, I am afraid wo have not got the phrase for it. Perhaps that is 
the way I can best express my worry. 

Mr. Foster. I think perhaps wo have not got the phraso for it, 
but I do believe wo have gained the confidence of those with whom 
wo aro Working in the southoast Asian countrics where wo have 
STEM missions. Thoy aro aware that, whilo ECA as such cannot 
mako a long-term commitment, the United States has undertaken this 
job of cooporative endeavor with thom. 

I think oven more important than the catch phraso is the fact 
that we aro on tho job doing tho job, and I think in terms of what 
theso countrics have told us that they are aware of that. 

Mr. Roosrvent. That is all, Mr. Chairman. 

Mr. Jupp. For tho record, what do you mean by “STEM missions’? 

Mr. Foster. Special technical and economic missions, to differenti- 
ato them from ECA missions in Europe. 

Chairman Ricuarps. Mr. Herter. 
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Mr. Hrrter. I havo great admiration for you as an administrator 
and operator. When you outlined your four alternative methods by 
which wo might legislate on ECA, I gathered from somo of the nega- 
tive things you said, rather than some of the positive things, that you 
have a fairly clear idca in your own mind as to what you personally 
feel would be the best way for us to proceed. I do not want to put 
words in your mouth, but I gather you feel that tho worst thing we 
could do would be,to say that ECA will continue for a 1-year period 
and then provide for no successor organization, or anything of that 
kind from there on out. 

Mr. Foster. I could subscribo to that. I may have to stop a 
little later. 

Mr. Herter. All right. 

Secondly, you said that the assets that have been built up by tho 
ECA from the point of view of personnel and experience are definitely 
assets and that we ought not to throw them away from the point of 
view of any successor organization. 

Thirdly, you said that in your own mind, at least, it would bo best 
if wo created a successor organization immediately and gave it some- 
what different functions from the ECA. Am I correct in that? 

Mr. Foster. It is not quite that clear, Mr. Herter, but I think 
that purely as an administrator that is about where I would come out. 
However, we have to recognize there are many other considerations 
in this sort of an evolutionary build-up. 

As you said—and I appreciate your kind words about being an 
operator—I am primarily an operator. Thereforo, I would like to do 
it in the simplest and most direct way, and perhaps that is it. How- 
over, there are many other considerations. 

This system of coordinated relationships is one that you do have to 
work out through experience, and I think the way we are working it 
out is a good way and an effective way. 

Mr. Herter. May I interrupt there for just a moment, Mr. 
Foster? 

Mr. Fosrsr. Yes. 

Mr. Herter. There havo been all of these reports you talked about 
to the public, none of which agree with each other exactly. The bill 
was very late coming in and I gather again that there was not complete 
agreement in the administrative branch of the Government as to what 
kind of organization should succeedHECA, and when. So that in 
effect this baby has been tossed into the Congress’ lap for it to make 
the determination. 

In making that determination I think all of us ought to be entitled 
to the best information from the executive branch of the Government 
front the point of view of detailed implementation of what they think 
is the best line of procedure. 

You indicated in your prepared statement here that there are a 
number of subsidiary problems connected with any organization that 
may bo set up, or even the continuation of the ECA. You have the 

uestion of claimant agencies for foreign governments, including 
uth America. You have the question of allocations of raw materials. 
You have the question of export controls, all of which are now a 
responsibility resting in different bureaus in the Government. 
ou have a good deal of policy ree by committeo rather than 
fixing the responsibility in tho individual, either department heads 


: 
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or organization heads. J hope very much, without. wanting to press 
you to do anything specific at the moment, that when we come to a 
further consideration of the matter you would be willing to give us 
very frankly your own view as to what in your opinion would be the 
best organizational procedure from an operational point of view, 
so as to clarify some of the very serious overlaps which F think now 
exist, and from the point of view of putting in the field one of the most 
effective operating organizations you can visualize. 

Mr. Foster. [ should be very happy to, Mr. Herter. You are 

uite right. There are various opintons and I do not presume to 
think that mine are necessarily the best. 

I would say that there are these other functions which ought to 
be done some day. Constitutionally I am opposed to a committee 
operating anything and, therefore, I would lean toward certain func- 
tions being put in one agency, with full responsibility, and full con- 
sultation and information given to the other jnterested agencies. 

Mr. Herter. With the responsibility centered? 

Mr. Foster. The responsibility centered and the authority centered. 

Mr. Herter. That is right. : 

Mr. Foster. IT think as a businessman that is the way T like to 
operate my own business, and I think that from an operating view- 
point purely and simply it is the best way to get it done. 

However, as 1 indicated hefore, there are many other considerations 
and, therefore, [ do not presume that what Fim‘ght think in my own 
viewpoint to be the perfect solution is necessarily that. 

Chairman Ricnarps. Mr. Herter has s half a minute. 

Right there 1 would like to ask what is the difference between an 
operator and an administrator? You say you are an operator more 
than you are an administrator. 

Mr. Foster. No. I mean an operator as contrasted perhaps with 
a policy considerator. I like to get things done. 

Chairman Rictanps. Thac is clear: Thope. Mr. Burleson. 

Mr. Burteson. Iam sure we all have an appreciation of the efforts 
that are being mado in the unification of the strength of Western 
Europe. 1 think also one of tho greatest criticism in this country is 
that it has not been accomplished more rapidly. I know we are on 
impaticnt people and we have to realize there are old jeatousics and 
there are great problems in this matter of unification. At the same 
time it is a very fundamental question which Mr. Merrow touched on, 
and to which TE betieve Mr. Mansfictd also made reference. 

In the small communities and small towns of this country we have 
a lot of volunteer fire departments, and everybody chips in. Some 
fellow who is not cooperating may have his house catch on fire and they 
have to put it out, because it is likely to burn up the whole town. 
They cannot just say, ‘You have not cooperated, so to heck with you. 
We are going to let your house burn.” — 

In Western Europe it scems to me we have just about that samo 

roblem. Somebody is dragging his fect all the time. We know that. 
They want to wait and sce what the other man is doing. Is that not 
one of the greatest problems we have in this whole picture? 

Mr. Foster. It isa great problem, but it is complicated by the fact 
that most of these countrics have governments which are coalition 
governments and which depend on being able to hold a center group: 
together. The taking of tho most courageous political decisions is 
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very apt to result in there being no government. The kind of political 
decisions which are difficult are those wo discussed a little carlier 
where, if you undertake a more ambitious and more urgent military 
progea) you may have to take it out of the standard ot living of the 
people. 

Now, how far can you move in taking it out and still remain o 
government? 

1 think governments in Europe are very much like our own. Tho 
peoplo in government scem to want to stay in government, and these 
people who aro faced with these daily decisions I think are doing— 
within the objective, as they see it—a courageous and a good job. 

It does look to us many times as if it is not enough, and a good deal 
of the time we are urging them to do more, but, by and large, I think 
their resistunces and reluctances do get back to the fundamental 
question that they are democratic governments in the sense that the 
are freely elected by the people, and they have to make decisions which 
they believe the people will support, and thoy are going as fast within 
that framework as they think they can in enter to achieve this 
volunteer fire department which would be effective. 

Yes; we criticize them. Yes; we are of tho belief that many of 
them should do more, but I think most of them certainly are men of 
good will and are attempting to do it within their judgment as fast 
as they can. 

Now, our position from outsido is somewhat that of consulting 
engineers, who can criticize tho methods which the executives of that 
particular country utilize, and in some cases we are able to convince 
them iat their methods are not right and thoy should undertake 
more. It has not gone all the way to the extent of our full recom- 
mendations in some cases perhaps, but neither docs it in business, 
when your pometing engineer comes in. ‘The heads of the business 
frequently say, “Well, you do not quite understand the way our 
business works and, therefore, that recommendation cannot be used 
in our company, but we will take part of it.” 

I think our job is to continue to influence, to urge, to push toward 
what we beliove in our best judgment is the extent and speed with 
which they should do these things. I think we should continue to 
press in that way, and I think by that pressing we have moved them 
more rapidly than they would have otherwise done. It is a good 
volunteer fire department I think, in spite of the fact that some of 
them get to the fires a little late. 

Mr. Burteson. Then the matter of pressing them to greater effort, 
I assumo, has been the practice, and I presume the policy in the future 
will be that the emphasis on prenter effort and greater unification, so 
that each does his part, would come from within those nations, rather 
than from 

Mr. Foster. I think so, sir; yes. 

Mr. Burteson. That is all. 

Chairman Ricuarps. Thank you, Mr. Burleson. 

Mr. Reece. 

Mr. Reece. Mr. Foster, you have made a very fine statement of 
principles, just as the other gentlemen who appeated here before you 

1avo done, but I am wondering if in the course of the presentation 
, there is going to be a breakdown of the proposed expenditures, so that 
we not only may know what the objectives are going to be, but how 
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those objectives are to be altaincd. When we consider an appropria- 
tion bill here in the Congress for one of the Government departments, 
every item has to be justified, whether it is $5,000, $5,000,000, or 
$5,000,000,000. As a matter of policy no appropriation is made for 
any purpose unless there is a justification given to the Congress for 
that particular item. I am wondering to what extent that can be 
done In a program such as this. It would scem to be even more im- 
portant than in case of our own Government. 

Wo are asked, or probably will be asked, to appropriate somo few 
billions of dollars to attain an over-all objective, but the details and 
the purposes for which this money is to be used is left entirely to the 
discretion of the administrative branch of the Government. I do not 
know whether that is a kind of pessimistic attitude, but I would like 
to know whether there will bo a breakilovey, 

Mr. Fostrn. Yes, sir. There will be. We are perfectly prepared 
vot only to get down to the $5,000, but to some of the $1,000 items. 
My attempt, of course, in this presentation was to set forth the general 
principtcs and the general objectives and some of the things which in 
my opinion were essential in accomplishing our broad United States 
objectives. 

Now, we have the figures and the ways to justify each of the 
amounts which we have asked for for cach of the countries, and each 
of the arcas of the world, and we would be very happy in our later 
presentation to go into any amount of detail that you would tike. 

As you well stated, sir, the Appropriations Committees, I can 
assure you, will get into it in that detail following our presentation 
to this committee. 

I must say, Mr. Chairman, I had a very unfortunate operation on 
my right arm, my right arm being Mr. Richard Bissell, who is nor- 
mally up here and who can give to this committee, as most of you 
know, the details down to $1. Mr. Bissell, who has sat at my right 
side in most hearings for the last 3 years, unfortunately had his 
appendix taken out last night. at 6:30, so he will be before your com- 
inittee I hope a little later; but I do hope the committee will be able 
to wait till he gets well. 

Chairman Ricuanps. Will you express to Mr. Bissell, who is a very 
fine man, the fact that we give him our sympathy. You also have 
ovr sympathy because he cannot be here. You handled yourself 
pretty well without him. 

Mr. Vorys. Will the gentleman yield? 

Mr. Reece. I yield. 

Mr. Vorys. I find the unexpended balance June 30, 1951, is 
$1,518,000,000 for economic cooperation in Europe. That, with the 
amount asked ix this bill, $1,675,000,000, will make for the next year 
$3,193,000,000, or $213,000,000 more than we spent this year, in the 
year in which we have had such success. I hope you or somebody is 
going to explain why it is we are spending any such amounts, and 
why it is they have gotten along so well without that unexpended 
balance. 

That is a lot to answer right now, but that is a question I want 
answered. Ido not think, Mr. Foster, this year you are going to do 
all tho justifying before the Appropriations Committee, because there 
will have to be considerable justification before this committee 
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before any such colossal amounts are authorized here. To may be in 
error, but | think a fot of justification is going to be required right here. 

Chairman Ricuarps. We will have to get along now. 

Mr. Foster. I would fike to say dat all unexpended balances in 
the pipelines and the funds requested in this bill will not be spent in 
these ensuing 12 months because there will be a pipeline next year as 
well. Wo are tatking about obligations and appropriations, and not 
expenditures. —* 

Mr. Vonys. But whatever resulfs have been accomplished have 
been done by what is over there now and not what is in the pipeline. 

Mr. Foster. We have a pipeline Chat has run from a billion to a 
billion and a half each year; so, we should not say we would spend 
$3,000,000,000, or whatever your total is. 

Mr. Vorys. We will certainly want to go into that. 

Mr. Fostna. Yes. We would be glad ¢o justify that, Mr. Vorys. 

Chairman Ricttarps. Mr. Hays. ° 
. Mr. Hays. To have asked previous witnesses abant the inflation 
abroad, and it raises certain questions, of course, that are difficult for 
ustoanswer. In other words, when we have inflation at home we can 
legislate and apply administmtive devices (o correct it, but in countries 
where the price of tin, for exampte, has been run up beeause of bidding 
by other countries, it is a very difficult problom, T assume. 

Mr. Fosrxrn. It is. 

Mr. Hays. You make reference to the opening up of new suppties 
of tin and other commodities, and of course the committee would be 
very interested in that. You mentioned zine, load, bauxite, and 
other items. Let me refer to figures on two commodities, tin and 
rubber. Tin, for example, went up in the 6 months following the 
Korean aggression 135 percent; and rubber went up 157 percent. 
What are we doing, aside from increasing the supply, to hold down 
this inflationary tvend? 

Mi. Fostxn. Wo are doing this: In addition to attempting to apen 
up new sources, which is tho ultimate way in which to get prices 
down, we are attempting through those international materials con- 
ferences to have international agreement on both allocation of quan- 
tities and of prices. 

In addition to that, the United States, as vou know, has under- 
taken tho procurement of tin through the RFC and the General 
Services Administration. In so doing, it has attempted to avoid tho 
terrific pressures on supply which free buving by our own people, as 

ell as by other nations, has brought. The price of tin has dropped 
substantially from the highest figures, which I think your percentages 
referred to. It has dropped because wo withdrew from the market 
for the time being until it did have a chance to stabilize, and until 
wo did have a chance to have somo of these international meetings. 

We have not, of course, eliminated inflation from these strategic 
materials because there will always bo pressure to buy on the part 
of countries which are not part of the conferenco, and aa long as supply 
is so much less than demand thero will ho that tendency. 

There are no international price-contro! activitics yet effective. 
I do not know whether there over will be, but by directing tho buying 
in an orderly way we have taken somd of the pressure off, and by 
these international mectings wo have gotten a better appraisal of 
what the actual requirements aro. 
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When you know what the actual requirements are, and what the 
supply is, you can adjust the buying of the nations at least within tho 
NATO organization, as an example, and within the OBEC, as an 
example, to be in proportion to the available supply. That too re- 
duces the pressure and is an artificial way to eliminate some of that 
excess of demand aver supply. 

1 think progress has been made, but of course the inflation still will 
remain until we get a greater supply. 

Mr. Havs. Yon agree that we are entitled to insist that other 
nations cooperate not only because of the additional cost it involves 
for us but also the impact on efforts to stabilize political conditions. 
In other words, inflated incomes are not equitably distributed among 
the rubber-producing countries. That is true; is it not? The Com- 
munists exploit this condition that makes a few people wealthy and 
leaves others very poor? 

Mr. Fosren. That is one of the great problems. , Certainly, in our 
equitably sharing our own availabilities, we can oSpect in return there 
will be an equitable sharing and fair pricing of these materials which 
other control 

Mr. Hays. If L have time for one other question, Mr. Foster, I 
want to say that [ tike very mueh what vou have to say about the 
changes in India, for example, or Asia, which we see resulting from 
helping people to produce more on the farms, and improving by educa- 
tion and technical assistance (heir productivity individually. 

I would like to ask you for some encourmgement, 1 hope, as to 
whether we can look forward for_a litte while to support of that 
prognim in those countries? In other words, how long will the resist- 
ance to that be postponed? You will ultimately, it seems to me, run 
infoa resistance to it in that we are perpetuating an agrarian cconomy, 
and industrialization is the ultimate hope. For the time being, it is 
obvious in many of those countries that the agrarian effort is the only 
thing that will provide relief, but can we look forward to proper 
support in those countries for this point of view? 

Mr. Foster. L think so, Mr. Hays. Certainly most of those coun- 
tries are so dependent. for the major part of their activily on improved 
agricultural methods that T would say it would be a long time that 
we would bo assisting in improving in that set-up. I am not sure 
that in most of those countries the effective way 1s to go into large- 
scale industrialization. In fact, L would doubt it very much. [think 
our efforts can be most effective if we continue to devate much of our 
aid to the improvement of agricultural productivity and methods, 
and through such things as the extension services, to which T believe 
you referred in your discussion with My. Harriman, and which we 
have utilized through the specialists we have taken from the United 
States Department of Agriculture and also from many of the agricul- 
tural schools. Wo have just sent out to the Philippines the head of 
tho Montana State College, who is an agriculturist. We have soveral 
of our inission chiefs in southeastern Asia who have that background. 
Wo do it because we believe this is the segment of their economy in 
which we can be most effective. 

Mr. Hays. Thank you. 

Chairman Ricuarps. May I say to the members of the committee 
wo have 20 minutes to get down to the floor and complete our period 
of questioning here. However, tomorrow we will meet at 10 o'clock. 
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Can you be here tomorrow, Mr. Foster? 
Mr, Foster. Yes, sir. 

Chairman Ricnarps. We will have a morning session tomorrow 
and an afternoon session. 

Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Mr. Roosevelt asked a question in which I was most interested. 
That was, due to the fact. that the war potential of Europo is oxpected 
to be one and one-half times greator than the Communist countrics 
I believe, we should spend more on point 4 in the underdeveloped 
areas in order to permit Europo to achiove that war potential. With- 
out the raw materials from the underdeveloped areas, Europo could 
not achicve that industrial oulput. Is that correct? 

Mr. Foster. That is correct. Nor could we. 

Mrs. Ketry. I would like to say at this timo that I fect $7,000,000 
is out of line for the underdeveloped areas under thoso conditions. 

I have one other question. You have a departmental status in 
ECA. Is that correct? 

Mr. Foster. The Administrator has the rank of—I havo forgotten 
the exact wording, but he has the same rank as a membor of the 
Cabinet. In other words, he reports directly to the President and 
has the rank equivalent to that of the head of a permanent exccutive 
agency. 

e Chairman Ricuarps. Something like an admiral, in other words. 

Mrs. Ketty. During one of our subcommitteo meetings we dis- 
cussed at length having an oversea chairman of all foreign affairs, or 
an administrator, in line with the recommendation of the Rockefeller 
report. Would it be possible, do you believe, to have an administrator 
for all our oversea assistance possessing the status which you have 
under tho State Department? 

Mr. Foster. If he were under the State Dopartment, he would not 
have that status. The relationship with the State Department is 
very clearly defined in the legislation, and in my opinion has been a 
very effective relationship through which the ECA was ablo to keep, 
as far as I know, within basic foreign policy and yet to operate as an 
independent agency in getting these specific jobs done. It would bo 
my recommendation that that sort of relationship be continued. 

Mrs. Ketiy. Thank you. ; 

Chairman Ricnarps. The committee stands adjourned until 10 
o'clock tomorrow. ; ; ; 

(Whereupon, at 12:25 p. m., tho committee adjourned until 10 
a. m. the following day, Wednesday, July 11, 1951. 
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WEDNESDAY, JULY 11, 1951 


House or REPRESENTATIVES, 
ComMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., the Hon. James P. Richards (chairman) 
presiding. eg 

Chairman Ricnarps. The committee will come to order, please. 

Ladics and gentlemen, wo will continue hearings on the Mutual 
Security Program. Mr. Foster is with us again this morning and 
will continue his testimony. There is to be unlimited questioning this 
morning. We plan for Mr. Foster to be here this afternoon in execu- 
tive session. 

Dr. Morgan, have you any questions? 

Mr. Monraan. No questions at this time, Mr. Chairman. 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. The only detailed information I have about the program 
is a summary which is marked “secret.” I just asked the staff if we 
had any details on the program. They say they have not come up yet. 

Chairman Ricnarps. Whom did you ask? 

Mr. Vorys. Our staff. I wanted to know if there was a general 
breakdown on tho economic program. I would like to find out what 
this moncy is going to be spent for. 

Chairman Ricwarps. We are going into that. It may be that 
Mr. Foster will answer some of your questions, or you may want to 
wait until this afternoon. 


STATEMENT OF HON. WILLIAM ©. FOSTER, ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION—Continued 


Mr. Foster. Mr. Chairman, Mr. Vorys, what is it you have in 
mind, the amount per country? 

Mr. Vorys. The $1,650,000,000. What is that to be spent for? 

Chairman Ricuarps. Is that all? 

Mr. Vorys. Yes. That is what I want to find out. It is not a 
thing that you can go over orally. I can get it better through my eyes 
than through my ears. 

I would like to get that information so we can interrogate the 
witnesses about:some of the details. 

Mr. Foster. We had planned as to country breakdowns there 
would be witnesses on each title, Mr. Vorys, who would have com- 
plete figures not only as to countries but commodities. 

That discussion was going to be taken up under the titles, and to be 
after the genera] witnesses. I shall be happy to give you anything in 
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general terms. But on that sort of detail I am sure you would get 
more satisfaction from Mr. Porter in detail than from me, <All I 
would do would be to read it from a picce of paper, too. Anything 
we have of that nature you are certainly entitled to and we want you 
to have it: I think perhaps you could get it better in detail in those 
title presentations. 

Mr. Vorys. I suppose I will have to wait for that. 

Chairman Ricuapps. Mr. Battle. 

Mr. Barri. No questions at the present time, Mr. Chairman. 

Chairman Ricuarpbs. Mrs. Bolton. 

Mrs. Bouton. Good morning, Mr. Foster. 

Mr. Foster. Good morning, Mrs. Bolton. 

Mrs. Botton. It is my understanding that some of the European 
governments have used certain ECA money to improve their budg- 
etary positions. Am I accurate in my thought of it, or inaccurate? 
Is it an appropriate uso of Marshall plan funds? 

Mr. Foster. First, I think we must separate dollars from counter- 
part. 

Mrs. Botton. Definitely. 

Mr. Foster. The dollars, of course, contribute very substantially 
in their indirect effect to the budget situation by creating counterpart. 

Tho counterpart, while it is not used specifically to meet budgetar 

deficits, is used in all instances either to mect expenditures which 
would otherwise be a part of the budget and would have to be raised by 
taxation, or have been used in substantial amount, as you know, 
through the short-term debt in certain countries where that retirement 
seemed to bo the best way of meeting inflationary situations. 
_ So you are quite correct that Marshall! plan aid indirectly has been 
used to improve the budgetary situation of theso countries. It has 
not, however, been ever released simply to meet a budgetary deficit in 
that sense; it has been released (o meet a part of the total expenditures 
of those countries and, therefore, it has tended to reduce the budgetary 
effect, if I make myself clear. 

Mrs. Botton. You say it has been used indirectly, the counterpart. 
Is that not a direct. use of Marshall plan funds? 

Mr. Foster. What I meant to say was that the dollars themselves 
have not been used to go into tho budget operations through 6 con- 
version into the currency of that particular country. . 

Mrs. Botton. Is that not just a play on words? 

Mr. Foster. No, I do not think so. I think it is part of tho fact 
that the dollars and local currencies are two different animals, and 
they are not directly interchangeable in the world today. 

hairman Ricwaror. Will the gentlewoman yield? 

Mrs. Botton. Yes, indeed. : 

Chairman Ricuarps. I understand that some of theso countries 
have used as much as two-thirds of the counterpart funds for budget 
purposes, That is going a long way from the intents and purposes of 
the original act, is it not? . 

. Mr. Foster. They have used, Mr. Chairman, up to 1060 percent for 
purposes of contribution to tho basic requirements of the country's 
aes opment program, which is, of course, a part of the country’s 
udget. 3 
Tati not trying to be confusing on this. 
Mrs. Botton. We are talking about a debt. 
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Mr. Foster. Did you say “debt? 

Chairman Ricrarps. 1 said “budget,” but I meant debt. 

Mrs. Botton. I meant that, too. 

Mr. Fostser. The United Kingdom has used almost the entire 
amount to retire short-term debt. In Denmark a great proportion 
of it was used to retire occupation currency. 

In both of those cases it seemed in the joint opinion of ECA and 
the governments of those countrics the best way was to usc the 
available counterpart to reduce the inflationary pressures within that 
country. And the reduction of inflationary pressures was one of the 
reasons for the Foreign Assistance Act of 1948, ns sect up and amended. 

Mrs.Bottox. You are in complete accord with the action that has 
been taken? 

Mr. Foster. Yes. I must add this, Mrs. Bolton: We have in 
some cases had originally other ideas as to what might have been a 
more appropriate use of those funds, but after a long series of negotia- 
tions, and this is an arca in which you are entering into the delibera- 
tions of that particular government, we have been convinced that was 
the best use. 

Mrs. Bouton. You think that is the best way to handle it? 

Mr. Foster. I think the reasons lave been sound reasons ns 
finally developed. Our original approach was that there would bo 
other uses of those funds that we would have liked to make. After a 
long serics of negotiations we have approved of that use. 

Chairman Riciarps. Mr. Foster, some of the members down at 
the other end of the table cannot hear you. Will you speak a little 
louder? 

Mr. Fostrer. Yes, sir, Mr. Chairman, 

Mrs. Boron. This whole question of forcign aid is a matter of 
great moment to all our people and goes rather seriously with our 
increasingly high (ax program at liome, the unbalance of the tax load 
in the various countries and the case with which certain high-bracketed 
people, corporations and so on just do not pay taxes in these countries 
is a difficult matter to explain. 

Are we doing anything about it, can we do something about it, and 
should we do something about it? 

Mr. Foster. I think that is a very fair question. I will be happy 
to tell you what we have been doing. 

Wo have recognized from the beginning that the impact of taxes 
was not equitable in many of these countries. We have worked on 
this and have suggested to the governments our opinion on what 
would be a better tax system. 

Improved taxes, of course, always have to be imposed by the 
parliaments or assemblies of those countries. ‘The governments in 
many of the countries having the worst tax system have worked with 
us and proposed to those parliaments improved tax setups. 

In many cases they have been Drea and have become effective to 
a greater or less degree. In addition to our working with the gov- 
ernments through our own tax experts, we have lent in some cases, 
in some of the countries, tax experts through technical assistance to 
work in those governments with their own tax-collection systems in 
order to improve the methods. 

So we have very actively operated in that field. I will not say we 
have been 100 percent successful. I think the correction of tax sys- 
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ah which have endured many times for centuries is a difficult thing 
to do. 

I can only say we have made a great deal of progress. It is true 
whetiver the tax systems are the most equitable or not, tho tax load 
in many of theso countries is ns great or greater than ours. 

Mrs. Bouton. On the few peoplo that are taxed? 

Mr. Foster. Of course, you are bound to collect taxes in order to 
meet whatever proportion of tho budget they meet. They are not 
collected always in the most equitable fashion. Somo comes from 
excise taxes. ; 

Mrs. Botton. Is it not true in somo of the countries that tho load 
is heaviest upon those who can least pay them? 

Mr. Foster. That is correct. 

Mrs. Botton, And that gives reason for unrest? 

Mr. Foster. That is correct. 

Mrs. Botton. Those who could pay do not do so in proportion 
to those less able. That raises a psychological factor. It seems to 
me it is about time they recognize it. 

Mr. Foster. I think they do recognize it. It is something thay 
one does not correct overnight. I agree with you that tho taxes in 
some of those countries are very unfair in that the people who can 
best afford to pay them are best equipped to evade them, 

Mrs. Botton. That makes it very difficult for us to go back to 
our constituents with any sort of an adcquate foreign-aid program. 

Thoy say, “Why should we be taxed for this when the people over 
there do not pay?” That is our problem, Mr. Foster, as you know, 
I am sure, 

Mr. Foster. I recognize that. I would like to emphasize the 
fact that whilo the tax load, in our opinion, may not be equitablo it 
is severe. It comes from perhaps the people wo think it should not 
come from. 

The point I would like to mako perfectly clear is that most of these 
countries aro paying high taxes, 

Mrs. Botton. I would like to defer the discussion of specific 
countries for the moment. Thank you, Mr. Chairman. 

Chairman Ricwarps, Mr. Carnahan. 

Mr. Carnanan. No questions at this time. 

Chairman Ricwarps. Mr. Smith. 

Mr. Surru. Is it not true, Mr. Foster, that by and large tho great 
bulk of the collection of tho taxes that are collected are collected from 
the low-incomo groups, perhaps not directly but indirectly? 

Mr. Foster. I think that is true, sir. Of course, I must qualify 
{lio statement by saying this varies very considerably as between 
countries. I am talking in the most gencral of terms. In some of 
the countries that is very much so. 

Tho tax systems, in our opinion, aro very burdensome on the 
people who are the least able from our point of viow to pay it. 

Mr. Suits. I would liko to go back for just 8 moment and refer 
to tho statement mado with reference to use of the counterpart funds 
to retire debt of these countries. 

As I recall tho law that would bo contrary to any intention on tho 


- part of Congress that those counterpart funds be used for that purpose. 


I may be wrong about that. That is my impression. If that is 
going to obtain in one country, or anothor country, then it will obtain 
all the way along the lino before we get through, as I seo it. 
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Mr. Foster. No. 1, I do not. think it is contrary to the law or tho 
intention of the law. I think it was ono of tho ways in which theso 
funds could be used. 

1 would again like to emphasize, in our opinion, that was not 
necessarily tho first choice of the ways to doit. It has only been used 
in that way in a very fow of the countrics. In most of tho other 
countrics it has been used in productive works of ono sort or another 
to improve tho basic economy of thoso countries, which also was 
allowed and specified in thelaw. I doubt very much that it is contrary 
to the law. 

Mr. Vorys. Will the gentleman yield? 

Mr. Suitu. Yes. 

Mr. Vorys. In tho original Marshall plan, and even prior to that 
in the post-UNRRA relicf act, we got into this balanco of payments, 
dollar-shortago business. Wo found out that, for instance, in the 
post-UNRRA bill, one of the items that was to Ifo taken care of was 
a gold debt, owed by a country on relief to Belgium. 

Vo found out that a country had a certain fiscal and financial 
structure, and it did not make a great dea! of differonce, if they were 
running on an unbalanced budget, whether you took caro of their 
debt service directly or took caro of relicf or some other expense so 
that thoy took care of the debt. service. 

Is there still an unbalance of payments or dollar shortage so that 
condition still obtains? 

Mr. Foster. Yes, sir, there is. Tho basic method through which 
we arrive at the amounts of economic assistance which wo believe 
arc necessary to do tho jobs, the basic method, is figuring the balance 
of Payments deficits. 

f course, we aro dealing in all of these activities with a portion of 
total resources. If you happen to use counterpart for this part of 
the total expenditure of a country, it is easier to see what you are 
using it for, but it has no effect, really, on the necessity of mecting 
the whole range of the expenditures. 

In other words, if you say this should bo directed toward land 
reform or low-cost housing, that is a very praiseworthy objective and 
ono we want to see done. 

We, through our control of tho counterpart, wero able to seo that 
it was being used effectively, if it went into that slot. 

In addition to those expenses, that government has to meet the 
whole range of government expenditures. Our meeting only a 
portion of it does not change tho need of the whole amount. In 
other words, you could take this part of the spectrum or that part. 

What it does ia closo tho gap between tho total of that counterpart 
and the total required. 

Mr. Vorys. If the gentleman would yield further, is not the same 
thing true with all expenditures, not only tho counterpart? That is, 
if a country needs somo food that has to bo obtained in dollar areas, 
or some steel, or other materials, and it necds them and has to have 
them, it could borrow tho dollars and ultimately repay them through 
its own currency, or if it got the dollars without payment, that is to 
that extent retiof of that country’s budget? 

Mr, Foster. It is quite true that tho aid which we give may also 
be only a portion of the total dollars needed. For the other portion, 
which we do not supply, they have a certain amount of dollars avail- 
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able, cither through the ability to borrow to which you referred, or 
the ability to carn it through their own exports. 

They may require, however, more dollars than that in order to get. 
the necessary things either to recover, asin the past in your activities, 
or maintain economic strength and take on this new military load, 

If they aro unable cither to borrow or carn enough, then it is 
necessary for us to help them to the oxtent of that gap, that balance- 
of-payments gap. « 

¢ direct the use of ECA dollars, however, in order to control it 
better, and to sce more easily what is going on, through authorizing 
use for specific kinds of commodities. 

Tho part I would like to question in your statement, however, is 
that they could borrow tho dollars and thon replace them with local 
currency. That is the part they cannot do today. Therefore, vou 
must measure their ability to borrow by their ability ultimately to 
earn sufficient dollars in order to repay it. ‘he only place they can 
earn dollars is through invisibles or through exports to the dollar 
aréas. ‘Therefore, for the Jast 3 years, as vou know, they have been 
expending a great deal of effort and time in building up their ability 
to export more goods to the dollar areas, so they could meet. those 
dollar requirements and be free of the necessity of aid from us. 

It is that basic difficulty that we seo in pressing them to undertake a 

eater military load. If the load they take is so great that it inter- 

eres with their ability to earn dollars, they may well go back to the 
point where thoy need more dollars from somebody to mect the normal 
needs of food, squpaien and raw materials. 
- Mr. Suita. This matter of inflation, of courso, is a very serious 
thing in all of Europe, is it not? 

Mr. Foster. Yes, Mr. Smith. 

Mr. Suitu. Have you seen any evidence on the part of those coun- 
tries where it is bad for them to take any action to control this in- 
flation? 

Mr. Foster. Yes, indeed. 

Mr. Sustx. What are they doing? 

. Mr. Foster. Almost all of the countries are taking action in the 
ay of controls, additional credit controls, controls on the use of mate- 
rials, controls necessary, of course, in the balancing of their budgetary 
requirements, : 

think every finance minister in Europe is conscious of this pave 
danger, and is taking what steps ho can to get through his legislature 
some measure to meet this inflationary tbreat. 

In some cases, as I indicated a moment ago, they had felt, in the 
past, that the way to do that was to retire some of this short-term 
debt. They are taking many different measures, in other words. 

We may not agree they are taking all tho measures which thoy 
should, but they aro taking somo measures, Again, it is our job, as 
we see it, to.encourage them to take sufficient measures to mect this 
new inflationary threat. 

Part of the threat comes about through their inability to get the 
-materials, consumer goods, and raw materials, from the world markets 
to produce enough to have enough goods to sop up some of the 
inflation. 1 

Mr. Suitn. It appears to me that in:view of the rearmament 
program a nation like France is going to be up against a buzz saw. 
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I was amazed on our recent ip over thero to find that we were 
getting 349 francs to the dollar. 1 go back to 1917-18 and remember 
that we wero getting 43 to the dollar. There is just a terrific spread. 
Prices are not cheap. Even using our American money we were 
paying a good stiff price for just an ordinary meal. Neckties that 
you could buy here for $2 we were paying $3.50 and $4 for. . 

Tam alluding back to what I said yesterday about this matter of 
inflation, and its effect upon the standard of living and how we are 
roing to beat communism in view of these conditions. It is something 
tat startles me. J know that you perhaps do not have an answer to 
that. ; 

Mr. Fostrer. | would like to make one comment. I recognize 
that. But 349 francs means that it is in frances that are stable, and 
the man who carns his franes today knows that it is a stable currency. 

I think perhaps you should not go back to 1918 because the world 
has changed since then, and perhaps our dollar is not as good as then. 

Mr. Ssuti. Perhaps. or 

Mr. Foster. I would rather go back to 1948 when we started on 
this program, when the black market got up to 675 to the dollar, 
and even then we were not guite sure whether the france was good, 
bad or indifferent. 

While 349 may be high compared to prewar rates it is a definite 
improvement over the conditions when the Marshall plan started. 

Mr, Ssuvu. Thint is all at the present time, Mr. Chairman. 

Cisirman Ricuanos. Mr. Ribicoff. 

Mer. Ristcorr. Is there any future, Mr. Moster, to the guaranty 
of private investment? 

Mr. Fostex. Yes, Mr. Ribicoff, there is a future. 

Mr. Ristcorr. The reason I say “the future” is that there sure 
has not been much of a past. 

Mr. Foster. I know your extreme interest and concern with this 
subject. Tho guaranty of convertibility, which was the first of these 
activities to stimulate private investment, was utilized by ECA to the 
extent of some thirty-odd million dollars, and did result in encouraging 
the investment of certain amounts of private capital. 

Most of it was carly in the period of the Marshall plan, when the 
convertibility of currencies was not in the state to which I just referred 
in speaking to Mr. Smith. 

The further guaranty, in which you also had a very keen and 
constructive interest, was the guaranty against expropriation, which 
has just begun to get into operation. 

It was a very complex subject, ono that we spent a good deal of 
time on. We appointed a very distinguished committes of private 
citizens to advise with us on how it might be applied, what tho terms 
. shoufd bo. 

That committee, in spite of its interest and competency in the 
ficld, took several months to make a final recommendation to us on 
how to operate under the guaranty. 

We are operating under it. We have made one such guaranty to 
date. I[ think there aro cight more applications which wo aro cur- 
rently considering. But the :isic point is that with opportunities to 
make substantial profits in the United States, with its stable economy, 
and with tho conditions of some instability in theso other countries 
the inducement is not provided to the satisfaction of private invest- 
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ment, by insuring convertibility or by avoiding the chance of 
expropriation. 
en private companies make money in these countries it is still 

subject to the high taxes of the United States, and the additional risk 
in these less stablo communitics. I beliove that in the opinion of 
many of these enterprises, tho whole problem is not met by these 
types of guaranties. 

think tho basic ways in which wo will encourage additional 
amounts of private investment are through improving the fundamen- 
tal economic conditions and political conditions in these countries. 
That is what our wholo program is directed to, and in that I think 
we are making considerable progress. Until you have the condition 
of being ablo to make greatly increased profits over what you could 
make in a more stable economy such as ours, tho pressure on private 
funds to pick up that load is not particularly great. 

I doubt that convertibility guaranties or perhaps even expropria- 
tion guaranties will accelerate the flow of funds to the degreo that 
you and I would like to see. 

Mr. Risicorr. In your statement you mentioned the development 
in Africa of certain basic materials. Is that purely government, or is 
it government and foreign private companies? 

{r. Foster. It is both. We have development contracts with 
grants to private companies. We have mado development grants to 
governments, 

Mr. Roossvett. Is that South Africa? ’ 

Mr. Foster. In the Dependent Overseas Territories of the Metro- 
politan European Countries, and also in Southeast Asia. 

Mr. Rrsrcorr. Has there been any tie-up between private Amcrican 
companies with foreign private companies who might be willing 
under the guaranty provisions to come in under some copartnership 
arrangement as a substitute for Government dollars? Have you come 
across that at all in your efforts? 

Mr. Foster. Many of the companics, of course, that wo give these 
development contracts_to are either American companics or sub- 
sidiaries of American companies, Thero havo been fow instances that, 
I know of where we would act as a sort of sponsor of a private 
company for private company development. I think that is what 
you meant by that question. 

In those cases, generally speaking, they would prefer to neeD the 
alee States out of it, if they are able to raiso the financing them- 
selves. 

Mr. Risicorr. I think it has been the desire and thought of man 
of us around the table that this was a way to encourage private funds 
to take the burden off the taxpayer. 

The past performance has certainly been discouraging. Do you 
think it is worth while to go into this further or do you think it is 
something that is going to die a-borning 

Mr. Foster. I can tell you this, Mr. Ribicoff. We were all very 
enthusiastic about the possibilities of this in the carly days of the 
Marshall plan, particularly the lack of private investment duc to the 
difficulties of convertibility. . ; 

We spent a great deal of thought, time, and energy attempting to 
develop these guaranties for the purpose of. encouragement in the 
flow of private investment. 
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I must say in all frankness that out of that expenditure of time, 
thought, and energy we did not produce very much. My analysis 
of it is about what I said carlicr, that you must first get the improved 
basic conditions, That of itself would lower the barriers to private 
capital through the need for higher profits commensurate with the 
greater risk. ‘Ins risk is not primarily today, at least in Europe, that 
of convertibility, 

Mr. Vorys. Will the gentleman yield? 

Mr. Rinicorr, Gladly. 

Mr. Vonys. There is so much secrecy around here, but is there 
anything secret about the pilot operation? I think it was in Germany. 

Mr. Foster. You mean, tho expropriation? No, that is guaran- 
teed to the Otis Elovator Co. in Berlin. I think the very condition 
of Berlin is a good example of why that expropriation guaranty would 
be an encouragement to private industry. 

Borlin being isolated and subject to being cut off, the Otis Elevator 
Co. felt that was a good business risk today to take, if they could be 
guaranteed against the take-over of the plant at a cost of 1 percent a 


year. 
, Mr. Yorys. I wanted to bring that out. That is obviously what 
you had in mind. 

Mr. Ripicorr. Is it safo to say that tho private American entre- 

reneur is no longer interested in investments and developments in 
ar distant lands, that the guaranty program ‘does give him safety 
and security, yet there is the unwillingness to go out in unknown 
territories. If point 4 is ever going to work, as originally conceived, 
it would be the guaranty that would spark this type of investment or 
development. . 

Mr. Foster. I agree thoroughly, that this is a part of the back- 
ground which when more stable conditions have been developed will 
create the thing that we had hoped for in point 4, namely, the great 
increase in the investment of private capital to carry on the develop- 
ment of those countries in a long-term, public-spirited, method. 

Today, unfortunately, in many of the countries in which that would 
be useful, other conditions than expropriation and convertibility are 
the things they are fearful of. 

They aro fearful of the rather unstable governments that change 
overnight; thoy are fearful of the tax laws that perhaps in a foreign 
country would bear unduly in addition to our own taxes, because 
there is no exemption except a nominal one for the forcign taxes paid. 

I think, in other words, the thing that we aro trying to do funda- 
mentally in the world is the thing that will over a period, and I hope 
the period is not too long, create conditions in these underdeveloped 
countries, particularly, that will attract American private enterprise 
and will allow us to reduce the Government load in building up the 
countries. But I am afraid that convertibility and expropriation 
guaranties are not sufficient in themselves so to do. 

Mr. Roosevert. You talk about the lack of stability. I gather 
you refer primarily to the lack of economic stability and political 
stability-— 

Mr. Hosren. And military stability. 

Mr. Roosrve rt. Is not there basically a third risk? I have talked 
to a lot of private capital that normally used to go abroad prior to 
World War I and World War II. It boils down to one thing—the 
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uestion of war risk. They do not want to be bothered with some- 
t ing that is going to be blown up tomorrow if we get into another one. 

Mr. Foster. I think that is a good deal of it. 

Mr. Roosrvert. That hinges on the military-nid program, (o re- 
store sufficient military equilibrium, which, in turn, we hope will bring 
about a_modus vivendi between tho two idcologics. 

Mr. Foster. I could not agree with you more. ‘That is the neces- 
sity of building tho military strength around the world, so we do 
not have to fear m attack overnight, which does discourage private 
enterprise. 

Mr. Roossvett. This is a little bit outside the ECA fiekt. T asked 
about South Africa. As I remember it, the World Bank made a loan 
to tho South African Government for railroad and communication, gold 
mino and diamond-mine developments, to the tune of about $500 mil- 
lion, I betieve, in which six private American banks participated; is 
that not roughly correct? 

Mr. Fosten. Mr. Roosevelt, I think you have fallen into the trap 
that Government officials fall into. I think you misplaced the deci- 
mal point. Ido not think it was $500 million. TI have forgotten the 
amount. 

There was a loan used for those basic facilities, which is necessary in 
order to make any development effective. In other words, we have 
done some of the same sort of development expenditure. 

We have financed port improvements at Beira in Mozambique. 
Wo have financed some railroads through Rhodesia, so if you develop 
the mines there you will have a way of getting the ore out in order 
that it may be shipped to the point of use. 

Mr. Roosrveity. The important thing was that some private 
American banking companies did go in with tho World Bank on an 
“even-Steven” basis there. 

Mr. Foster. That is correct. 

Mr. Roosevett. I think that is the most significant trend, as far 
as American capital going abroad. But there in South Africa you 
neve the relatively stable conditions which you wero referring to 
earlier. 

Mr. Foster. That is correct, sir. 

Mr. Ristcorr. If you are going to develop the economies in theso 
backward nations—if private industry is unwilling to go in for the 
mutual development of the backward countries then must it not have 
to be on a government-to-government basis? . 

Mr. Foster. There are agricultural resources which, of course, are 
susceptible of development by private companies. Sugar and pine- 
apple are certainly susceptible of development ay private companies. 

ou have your wholo rango of mineral activilics. You have somo 
manufacturing activities which in these countries are useful. There 
are one or two very small ones in the handicraft field in some of the 
Southeast Asia places where private industry and private American 
brains have gone in without the benefit of any government support. 

Of course, the petroleum industry is very active around the world. 
_ They have been sinco the war, as you know, theo largest single source 
of private investment in the underdeveloped countries. 

Mr. Risicorr. I just want to make a comment. In my opinion, 
the ECA personnel is an outstanding group df men. The country will 
suffer a great loss 'f this organization and its personnel were allowed 
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to disintegrate. Tam hoping out of these hearings will come some 
type of economic organization that will preserve your organization 
intact, sir. 

Mr. Foster. [ certainly want to thank you on behalf of the organ- 
ization, I share you views as to the rest of the organization. 

Chairman Ricuarps. Will the gentleman vield right there? 

Mr. Rinicorr. Yes, sir. 

Chairman Ricuanps. Mr. Foster, I wanted to make this observa- 
tion in regard to guaranties. This whole program avowedly buikls 
up compelition for American industry; (here is no question about that, 
is there, in the long run? 

We figure it is better for us and them to have Uiat? 

Mr. Foster. L think that is right. 

Chairman Ricnarps. If they ean compete with American indus- 
try, why should there not be some guaranty to build up American 
industry so that it will be ina better position to compete over there? 
That is one phase of the guaranty proposal, 1 thittk. 

After this thing is over we are going right back to the historic 
competition, and there will be the restrictive tariffs. J think the 
American business interests should get something out of this thing 
in the long run, as well us the Europeans. 

Mr. Foster. I could not agree with vou more. I think American 
business is getting a good deal out of this. ‘They are getting a good 
deal in terms of better markets, in terms of the opportunity of expand- 
ing, it seems to me. I think the needs of these countries as wo 
cevelop them are so great that the markets we will have will be 
greater than anything we have had in the past. 

Our whole philosophy in the United States is that of an expanding 
economy and not a static economy to produce more, and not divide 
up what you have. 

Chairman Ricnaxrps. I am talking about the day when these 
nations, or individual nations, can stand alone economically and say, 
“We do not need any more of your help. We are going to protect 
our industry over here. We can get along.” 

We will be confronted with that situation. We are paying for this 
program. Dividends will come back to us and to them in the long 
run. A great many businessmen in free enterprise have been the 
strongest proponents of this program, because they feel it is stabilizing 
the world, and in the long run we will be stabilizing our own economy. 
That is the theory, is it not? 

Mr. Foster. That is right. I think you have put your finger on 
one thing that should be taken into consideration in the United States 
on behalf of its industries, that there should not bo discrimination 
against our industry as these countries become strong. 

Wo believe, I think as a competitive economy, that in that sort 
of set-up, without discriwination, we could hold our own. 

Chairman Richanps. You have a whip, and that whip is Anterican 
dollars, You can get people to do a lot of things when you deal in 
our dollars because they need dollars. We are trying to get them to 
the point where they will not need dollars, where there will be a trade 
balance, I am talking about tho future, It is visionary. 

Mr. Foster. No; it is not visionary. We must not, in building 
up the things we are trying to build, destroy the opportunities for 
our own country and its people. 
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In my opinion, I do not think we are. I think wo havo to bo alert 
to the fact that we must have the freest possiblo multi-lateral trade. 
In that context I believe we can hold our own. 

Mrs. Bouton. May I interrupt? 

Chairman Richarps. Go ahead, Mrs. Bolton. 

Mrs. Botton, You feel it has been a temporary situation that has 
really cramped some of our industries considerably in the matter of 
prices, and so forth and so on; also, the matter of markets abroad? 

Mr. Foster. Ceftainly there has had to be a temporary restriction 
on neers of dollar goods, for the reason that these countries did not 
earn through their own efforts sufficient dollars to let their own people 
Buy. all they wanted. 

hat is a condition that has been reduced to some extent, and the 
restrictions against dollar goods have been cut down. When tho time 
comes that they have rebuilt their economies, then I would hopo those 
reatrictions would be completely climinated. And our efforts all tho 
way through, and tho continuing efforts of the State Department, of 
course, are to work toward the straightening out of thoso restrictions. 
F ate Botton. It hes been exceedingly hard on some of our in- 

ustrice. 

Mr. Javits. Will you yield on that point? 

Mr. Risicorr. I will be glad to. 

Mr. Javits. In the muddled state of our leadership we are in the 
great way of abolishing the very opportunitics that you speak of that 
are being gained with the American dollars. 

The State Department has dropped, as I understand it, the Inter- 
national Trade Organization Treaty. There has been considerable 
impairment on the reciprocal trade agreements program. In these 
receptacles we were going to fit these agreements not to discriminate 
against American industry and to open world trade. If we are going 
to vote money on the one side to earn these agreements with dollars 
and then kick out the very programs within which these agreements 
can be made, then where are we? : 

Mr. Foster. Mr. Javits, I said in response to Mrs. Bolton’s 
question that I thought temporarily many of these restrictions had 
to be imposed. 

I spoke in terms of the future for a long-term objective. I think 
the practical limitations on available dollars are such today that it is 
necessary to oot temporarily on some of those discriminations. 

Certainly I am sure the State Department has not put aside the 
long-term policy and pailccophy: 1ey can speak moro eloquently 
on that than I'can. But under the conditions and the necessity of 
conserving delete for these more urgent purposes, it is essential that 
many of these countries, for the time being, impose conditions which 
we consider restrictive and not in our long-term interest, or theirs. 

Chairman Ricuarps. Mr. Merrow. 

Mr. Merrow. Mr. Foster, you stated yesterday that steel pro- 
duction in- France could be increased about 20 percent with a little 
capital investment, Why is there not an effort made to develop that 
{ncrease?’ What can we do to bring about such an increase? _ 

Mr. Foster. To answer the second part of your question first, 
I think things can be done to bring about ure inorene: 

It is proposed under our new activities that'wesodo. Wehave been 
fnstrumental in modernising the French steel industry through the 
‘acquisition of mgdeyn American equipment. 
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The point that I was making in using that 20-percent figure is that 
we do not yet feel that the French managers and technicians have so 
far learned well enough how to utilize that modern equipment. We 
are working to so improve their operations, and sre sending American 
technicians to France for that purpose, and have brought some of 
the French technicians to our country to watch our own steel mills 
operate witb the same typo of equipment. 

I think that is not only truo of the French stecl mills, which I used 
as an example, but I am sure it is true of much of the production in 
Western Europe. Some of it has been because they did not have 
sufficient horsepower behind cach worker to handlo the materials. 

One of the great skills that tho United States has in handling 
materials within a production plant is to make sure that it docs not 
require too much human energy, and can be handled insofar as 
possible mechanically. 

We are attempting to make that type of skill available to these 
people. This is an activity in which we havo spent some thought and 
effort, but we do not feel enough. — 

My point was that we plan to spend a good deal more on that sort 
of thing to get that additional production. 

Mr. Merrow. Would you venture a prediction as to how much 
longer after 1952 we will have to continue economic aid? 

Mr. Foster. That would bo a very difficult guess to make. I do 
not think it would have very much valictty: The countries we 
spoke of yesterday which even without the Korean additional load 
would havo required economic assistance, in our opinion, are msde u 
of such countries as Greece and Austria. They are two very g 
examples. Austria is faced with the possibility of getting an a a 
ment under which it can get a unified economy and proceed to develop 
itself to be self-supporting. 

At the moment, as you know, much of the resources of Austria are 
funneled out at the eastern end of Austria due to the fact that the 
Soviet Union occupies a zone in which great petroleum availabilities 
occur. 

I do not know how long Austria will requiro us to feed in at the west 

end sufficient to make them viable. It might bo 1 year if we got a 
treaty. It might be 10 yoars. 
__ Greece is another example of a country which due to the fact that 
it has cither been at war or occupied over the course of the last 10 or 
12 years is very poverty stricken and has little opportunity in tho way 
of natural resources to make itself self-supporting. I would think we 
pene face in Greece the necessity of economic assistance for a long 
period, 

Iceland is a single-industry country which also has some difficulties. 

ae have lost some of their markets of their greatest single product, 
sh. 
apparent there are not enough people who like to eat the kind 
-of fish that Iceland has to make it self-supporting, so the necessity 
-of building up other industries to pick up that load may be a long one. 
Those are in terms of purely economic recovery-continued assistance. 
In terms of the need of economic assistance brought on by the 
-additional military load, I do not know. The whole plan of this 
present rogram which has been presented to you is that the United 
‘States Government in tho first few yeara would give massive amounts 
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of end-item aid, and some economic assistance, the purpose of the 
economic assistance being to build up facilities which can provide 
sufficient available sources so that they can maintain those end items 
after a period of 2 or 3 years. 

If we can do that in a way that docs not destroy their ability to 
carn monoy through export of goods which thoy are now shipping to 
the Western Hemisphere, thoy should be able to pay for tho mainte- 
nanco of that equipment and to pay for the replacement of it within, 
I do not know, thrve to five years. [ think that is a difficult projection. 
I am sorry I cannot be more specific in my response, but it is a very 
complex problem. 

Mr. Merrow. Would it bo foir to say that the amount of aid and 
the time for which it must be continued will depend to a great extent 
on tho degree of economic integmtion on the Continent, and by 
economic integration | mean also the integration of Western Germany 
with the rest of the Continent? 

Mr. Foster. I think that is a fairstatement. I think that is one of 
the fundamental facts of the whole Western European set-up. Europe 
has been made up of a serics of small economic and political entities. 
We have in the course of the last 3 vears, as I said vesterday, been 
able to break down many of the barriers to the free movement of 
goods, services, and people, but not enough of them. 

I think that one of our basic objectives all the way through has been 
the greatest possible extent of such integration in order to develop a 
single market which would lead to the production on & inore officiv:t 
basis of the goods which are produced over there and which would 
thereby lower the costs and make available at a cheaper price goods 
produced within Europe. 

I think certainly the market is there in the form of 275,000,000 
free peoples who want all the things that we want. ‘The amount of 
economic integration can well be the deciding factor in whether they 
do move to this condition of self-support and freedom from the need 
of extraordinary outside aid from us. 

Mr. Merrow. 1 thought from what you said yesterday that you 
favored tho spelling out of tho various steps by which this economic 
integration is going to take place and you would perhaps put them 
into tho legislation as things to bo desired, but would not attach them 
as conditions to the continuation of the aid. Is that correct? 

Mr. Foster. Yes, sir. 

Mr. Merrow. You would bo very careful to spell out the manner 
in which we feel these countries should operate to bring this about? 

Mr. Foster. I would like to make ono qualification. I said I 
thought it very desirable to establish objectives. I do not think I 
would quite go as far as you did in saying I would specify it in detail, 
if I understood what you said, because when we become too precise 
in the exact objectives we may be laying down objectives that duc to 
conditions there are impossible of achicvement. 

I do think the broad objective such as the accelerated trend toward 
integration is a very good one to have, and that could well bo incor- 
porated in the legislation. How that should be done in detail and 
what we mean exactly by that in detail, I would be a little hesitant to 
eppreach. I am not sure wo are sinart enough to lay out exactly 

o methods through which it would be achioved in Europe. 
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Mr. Merrow. It scems to mo considerable thinking should be done 
along those lines, because after the money is spent there will not be 
means of pressure. Is that correct? 

Mr. Fostex. There may not be tl same pressure. Of course, we 
believe this is in their interest and there should be © pressure from 
within to get it done, Unless it is something that is in their interest, 
it won't be done anyway. 

Mr. Merrow. Some seom to think—even the Europeans—that 
perhaps we have not been positive enough and perhaps not insistent 
enough in making certain demands. 

Mr, Foster. F think that is probably true, too, and you do again, 
as between -countries, have differing philosophies toward this. I 
spoke yesterday of General Eisenhower's speech on duly 4, which I 
think was a nagnilicent expression of the need of unity within Europe. 
1 think that “Ike” in his person and through his having taken on this 
activity is a preat spur toward integration—-one of jhe preatest contri- 
butions we have been able to make in the United States toward that 
end, But even in “Lke’s” speceh 1 think you will find it is in terins 
of the general objectives. 

The countries individually, some of them, want to move toward it 
very rapidly, and some of them have reservations as do the British, 
for good and sufficient reasons, perhaps, from their viewpoint. 

Mr. Merrow. Would you care to comment on what progress has 
been made by way of coordinating the defense production programs 
up to date in Western Europe, or the NATO countries? 

Mr. Foster. 1 can talk in general terms from the viewpoint of 
production as such. From the viewpoint of the military aspects of it, 
Gencral Bradley or Gencral Scott can give you very much better in- 
formation than I. Fundamentally we have approached the problem 
on the basis of it being a variation of the problem we had been faced 
within ECA for 3 years. Our objective for 3 vears has been to build 
up the whole range of production in Western Europe. 

Now, in this new context we are faced with the urgent necessity of 
increasing particularly the lheavy-goods industries and the more 
directly Hiitnex-contelhitiiie industries. To co that, of course, we 
have continued through ECA to work through our industry divisions 
with the governments and with the industries of those countries where 
we have missions. 

In addition to the United States as a singto focal point devoting 
itself to this, there was established under the NATO organization a 
Defense Production Board, which is an international body made 
up of usually the Minister of Supply of cach of these countries, and 
sitting ss a board of 12 nen representing the 12 NATO countries. 

We: .ve on that the United States representative, who is William 
Batt, wno also happens to be the chief of our mission to the United 
Kingdom. ‘Tho coordinator of that group is also an American, Mr. 
Rod Herod, who js an international executive who attempts to bring 
the consideration of these production problems together and ac- 
celerates tho movement toward a strong production activity. 

Of course, they work within the plans established by the military 
BroUups. Through that mechanism they are identifying production 
problems; thoy are bringing to bear technical assistance to resolve 
some of them; they are bringing together in one poi the possibility 
of assigning or subcontracting certain types of production to the 
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countries best fitted to do it; and, by and large, the movement, 
while it has not yet moved anywhere near as fast as we hac hoped for, 
is making substantial progress: 

I talked to some of the members of that Board when I was in 
France and London just 2 weeks ago, as I think some of the members 
of this committee did. I am not sure whether you did or not. 

Mr. Mrrrow. Yes; we did. : ; 

Mr. Foster. But I think out of that is coming an integrated look 
at this production! problem, and with that integrated look a genuine, 
over-all movement toward the more adequate production in time 
for what we need. : 

Mr. Merrow. Progress does not secm to be as great in many of 
these fields as we hoped. Are we hoping for too much? 

Mr. Foster. I think we are a very hopeful Nation, Mr. Merrow, 
and I think our targets and sights are perhaps a little high. We, as 
a production nation, aro able, as you know, to turn things on so well 
that we have set our sights perhaps higher than some of these other 
countries, which have been more limited in mass production, can yet 
achieve. However, I think they are making ood progress toward it. 

Mr. Reece. Mr. Merrow, would you mind yielding? 

Mr. Merrow. I yield. _ 

Mr. Reece. I wonder if you would mind giving us a little of Mr. 
Herod’s background. He seems to be a rather important young man 
there. I am not familiar with it. ; 

Mr. Foster. Mr. Herod, Mr. Reeco, was president of the Interna- 
tional General Eleciric Co., and he had spent over the last many years 
@ great deal of time in Europo, working with not only the foreign 
affiliates of the General Electric Co.—with their own companies 
abroad and, of course, with their suppliers abroad—so he had a very 
detailed knowledge of Western European production possibilities. 
I believe the United States was very fortunate when this international 

did choose a coordinator that we had as qualified an American 
to work with them as Mr, Herod is. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burteson. Thank you, Mr. Chairman. 

Mr. Foster, I have always thought of ECA as being a temporary 
organization, and much is being said about the termination of its 
activities, or of this program, at some time or other, although no one 
can determine just when. However, on pages 7 and 8 of your pre- 
pared statement—and I use this as an example—you make reference 
to southeast Asia to continue the objectives there with funds to be 
made available under this bill, which suggests to me a permanency of 
noney in that area, : ; 

As I understand it, the objectives there are to improvo essential 
services—that is, health, transportation, communication, technical 
training, and so forth—as well as to promote economic rehabilitation 
and the development of apcultural industry and production, fisheries, 
and so forth. Under Public Laws 535 and 472, the ECA law of 1956, 
known as the China-Aid Act of 1950, the ECA was authorized to use 
funds from the China-Aid Act of 1948 for those areas determined by 
the President—that is, areas in China determined by the President— 
to be not under Communist domination, or some such_latguage. 
That has been construed to mean Thailand, Burma, Indochina, 
Indonesia, and the Philippines—practically all of southeast Asia. 
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Now, as I understand it, you intend to continue the ECA program 
in that area, and yet we have something called point 4, which is a 
very ambitious program. I do not know what the breakdown of 
funds may be for point 4 in this bill, but do we intend to have two 
agencics operating in southeast Asia, indefinitely with the same objec- 
tives? As I understand it, point 4 is a permanent program. Now, 
would you comment on that, please, sir? ‘ 

Mr. Foster. I will be happy to, and that is a very important 
auesion to bring up, because there is a good deal of confusion on the 
subject. : 

Point 4, as you indicated, is considered to be a permanent and 
long-term and fasting activity, which I believe is a very useful thing 
for the United States to pursuc. 

Last year it was determined that with the funds from the China 
Aid Act, to which you referred, it would be useful, due to the experi- 
ence ECA had not only in Europe but which up to that point we hed 
had in China and Formosa—it would be useful perhaps to extend 
that type of operation to the other countries which you mentioned. 
In order to make clear that this was not ECA in that sense, those 
missions were called STEM missions, but were operated by the ECA, 
and the chiefs of those missions are responsible to the ECA Admin- 
istrator. 

It was thought then that perhaps these could be somewhat more 
temporary activities. 

Another place, of course, where we had the operation was in Korea. 
It was thought that these could be somewhat more temporary in the 
terms of the ECA administration of them, but at least it seemed in. 
the interests of the United States Government to take advantage of 
the then ECA organization to run these new programs, 

There was confusion as to whero point 4 began and where STEM 
ended. There have been a series of pieces of paper between the 
‘agencies and discussions as to how to avoid duplication. In the 
hearings before this committee last year, I think, we read an agreement 
as between the point 4 organization and our own organization, which 
indicated our intent to avoid duplication. Tho arrangement is that 
where we have an ECA mission, cither in southeast Asia, or, for 
‘instance, in the oversea territories, and there are point 4 types of 
activities to be undertaken, that ECA will operate those particular 
functions so that there will not be two United States Government 
agencies in the samo country. 

We may be carrying out thie technical-assistance type of activities 
which point 4 does in the countries where we have no missions, but 
there is no duplication in those countries because we carry out the 
technical-assistance functions in terms of soricultuiral extension work 
in terms of agricultural-improvement work, in terms of health an 
sanitation activities. The basic way that we now climinate duplication 
is that there is one agency in a country, and if we are in it or if we 
are in that country with an ECA operation then the point 4 agency 
does not operate there. Of course, we would consult and advise wit 
them, but they would not operate there. 

Mr. Burteson. Then that would mean ECA may be in Burma 
and point 4 in Thailand? 

Mr. Foster. No. We are in Burma and in Thailand. 

Mr. Burreson. I am supposing that. 
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Mr. Foster. Oh, it could be. 

Mr. Burteson. They could bo sido by side? : 

Mr. Foster. That is correct, 

Mr. Burueson, Tho advantages then taward accomplishments 
from the competitive anglo—and we have all seen competition between 
Government cdepartments—would be the one who had the most money 
to spe 

Mr. Foster. I,am not sure I would like to put it in those terms. I 
think a certain amount of competition is healthy. There should not 
be competition for personnel in the sense of our drawing on the same 

Is,,and there is not. There is close coonlination between ECA and 
CA, and I do tot think there is competition in the sense that vou fear. 
We undertake in general broader programs than the TCA programs 
in that we would enter into the general economic programs of the coun- 
tries, hut tho related activitios of the technical assistance which I have 
just referred to fit in without competition in my opinion. . 
- Mr. Burteson. But the objectives of the ECA program in theso 
countries, on which has been spent $157,000,000 of the $164,687,000 
available for theso areas, aro not temporary are they? 

Mr. Foster. No; they are not. We would probably put more em- 
phasis on some of tho short-term objectives than could TCA through 
its program. I am not quite clear as to that breakdown you have. 
That indicates what areca? Is that southeast Asia and south’ Asia? 

Mr. Burteson. It comes from those funds made available to the 
President to use in these areas. As IF understand it, you have used 
the 1948 ECA funds by the action of tho 1950 law. 
> Mr. Foster. Oh, you aro referring to the past funds. We had 
left over from the China-aid funds for use in that way. As I recall 
the figures, last year it was about $89,000,000. 

Mi. Burteson. $89,000,000 was that which was carried over? 

Mr. Fostrr. Mr. Coeley reminds me we did come in in December 
and ask for the right to transfer 3 percent from the European funds, - 
which brings it up to tho total you talk about. - 

Mr. Burtrson. That amounted to approximately $75,000,000. 

Mr. Foster. That is right—a total of $164,000,000. 

Mr. Burteson. Tho thing I am getting at is, if ECA isa temporary 
program how can these most ambitious objectives likewiso be con- 
sidered of a temporary nature? As I said, I do not know what the 
breakdown is in tho bill, or what is to bo used in that area. Neither 
do I know how much the point 4 program calls for, but I know at 
present it has little money. I just mentioned this figure hero as a 
comparative figure to the sum appropriated for tho point 4 program. 

Now, without any reflection of an unfavorablo nature on ECA, how 
can an organization, operating on a supposedly temporary basis, 
deal with theso long-range purposes? Could not a permanent organ- 


ization do a better job he emphasis of ECA as I have always 


viewed it, waa in Western Europo. However, now here is ECA going 
around the world in a great program, and yet tho organization, as 
I think of it, is a temporary one. 

Mr. Vorys. Will the gentleman yield? 

Mr. Bortrson. Yes. ; 

Mr. Vorys. As to what ECA thinks of itself, you can find it on the 
shield they are using now. They changed it at tho beginning of this 
year, I firat noticed it up at their birthday party. It wasa great, big, 


f 


THE MUTUAL SECURITY PROGRAM 205. 


United States shield which said on it, “Strength for the Free World 
from the United States of America.” In a short form, that is what 
their formal purpose is, as put on their shield and on their letterheads. 
Is that not correct, Mr. Foster? 

Mr. Fostir. That is correct, sir. 

Mr. Rintcorr. Will the gentleman yield? 

Mr. Bunzrson. I yield. 

Mr. Risicory. That is a pretty good slogan, ; 

Mr. Vorys. Well, as to how much (terrifory-they_aro taking in, it is 
the whole world, according to theiy-own insignia. —~~>--~_ 

Mr. Roostvett. Will ihe gentioman yield? NY 

Mr. Bururson. I yield. \ 

Mr. Roosnvert. Is not sie area they are tafingin all in seconds 
with tha acts of Congr It is not as tho 1 
plunged their hands in 
going to move into afother part:” We} authorized them to do it, 
and directed them to/do it. Let us get tho blame inthe Seder 

Mr. Vorys. I am fot talking about blaine, but Kilo not think there 
is any authority in Jaw for that. te X: \. Sf 

Chairman Ricuagps. Gentlemen, wil (a ‘speak ‘pné at a\timo, 
please? : ae i oy ae le 

Mr. Javits. Willlthe gentlemait yield Foran observation?-..~ 

It seems to me the areca ECA is ebvering evant) with the 
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size of the Communist threat}—tho whalo free worlds -._ 

Mr. Burtrson. That is not the pointe I wish to-fyako but_it is a 
point. Tam trying to get in focus what [think is pipetical qudstion 
as to the accomplishment. of the objectives.of-the prdgrant. 


f 
. Here are two agencies that have tho. same objectives, ono ‘stipposed , 


to be temporary and ohe set_up on a permandat basis.“ ‘They argy 
operating in the samo areawith the same funds, aud it is a long-rango 
program, and a very ambitjdys one. Thoy are certainly continuipyg. 

Now, you do not improve agriculture, and you «do not improve 
essential services, like health, traysportation, communigation, and 
all of that sort of thing this year, and-then do nothing about it next, 
year. It is a-continuing thing. Anyway, in some of these areas we 
know very well, as observed during the war, if we put every facility 
which we enjoy in the United States, in some of these places and 
walked off and left it, you know how long it would be there. 

Mr. Roosevétr. Will the gontleman yield? 

Mr. Buruxson. I vield. 

Mr. Roosevetr. 1 think you havo hit upon a very important 
problem in the minds of many of us as to just what the point 4 respon- 
sibility is for non-Western Europe; that Is, the metropolitan colonics 
in Africa and so on, and what the ECA responsibility is. I think this 
all heads up again into the problem we wero discussing yosterday, 
which is just what are we going to do, if we do anything in this bill, 
about the continuation of ECA or the transfer of ECA into a now or. 
existing department. Is that not really the problem? 

Mr. Burtrson. Wo aro not approaching it from that standpoint 
because here is ECA 

Mr. Roossvart. When we. decide what we are going to do with 
EOA we will havo solved this problom about ECA and point 4 
responsibility. 


h they.had sudder x 
Unclo Sam's hip pocket and spid, “Wo Aro. 
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Mr. Burteson. We can hardly approach it in that respect. As 
I understand it, here is a program for southeast Asia. At another 
point in tho bill wo will have the point 4 people come up and support 
their pre osition within the same measure as applied to the same 
area, Is that correct? 


Mr. Fostrr. That is correct. J would only like to make one point, 


Mr. Burleson. 

Mr. Bururson., Yes. 

Mr. Foster. You say in the same area. [ think the differences 
between countrics, oven though they are contiguous, are quite sub- 
stantial, I think it is perfectly possible to sepnrete out the problem 
ix two neighboring countries in that area, To ean assure vou the 
governments in those areas have considerable differences, and you 
might have an entirely different operation. 

s to your point as to the long-term nature of it, F certainty agree, 
and we are doing this on the basis of both interests—both establishing 
the long-term nature of this in those activitics which are of a long- 
term character, and establishing the impact characteristics in those 
things where you can immediately get some results which show these 
people that we are interested in their welfare. [ think it is a workable 
system. J think that we have gotten along with it without duplica- 
tion and waste. . 

am sure you will want to talk to Dr. Bennett when he comes up 
here on this problem from his viewpoint, but one point I would like 
to mako clear is that we could not elect ourselves to do this job. It 
was felt in the executive branch that we had somo assets which coutd 
be useful in carrying out the long-term and short-term foreign policy 
of the United States, and wo said while we had plenty to do in Europe 
we would tako it on in that national interest. 

Mr. Bururson. Let me repeat, Mr. Foster, I was not directing 
these remarks as a criticism. Rather the criticism, I think, rests 
aquarely on the Congress to pin-point responsibility and to approach 
the question from a practical viewpoint. 

Mr. Chairman, I may be crossing bridges before we come to them, 
but I think that is a fundamental issue which is going to have to be 
decided along with theso many others. 

Mrs. Ketry. Will the gentleman yicld? 

Mr. Burtrson. I yield 

Mra. Ketry. As I understand it, the ECA is Federal assistance to 
the nations of the world, particularly Europe, to promote economic 
recovery whereas point 4 is an endeavor on our part to encourage 

rivate enterprise to invest for economic development so that there 
18 @ transition period at this time duo to changed world conditions. 

Mr. Burirson. That it ciouake private enterpriso is one part 
of it—a theorotical part, I might add. 

Mrs. Ketty. But due to world conditions at this time point 4 
could not go into its full operation. 

My question, Mr. Foster, is this—— 

Mr. Burieson. Let mo observe this: The money comes out of the 
samo pocket. You cannot get away from that ; 

Mr. Vorya.. If the gentlewoman will yield, the ECA law requires, 
and Mr. Foster administers that law,, that it should stimulate 


private enterprise and work through it in overy possible instance. 
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Mrs. Kensy. That is the channel. Howover, at this time would 
it be better for the United States to assist sectional plans such as the 
Colombo plan in place of initiating new developments or industries? 

Mr. Foster. I think the Colombo plan is a very promising plan. 
I think wo should work as closcly as wo possibly can with it. It is 
based, as you know, on the contribution of the members of the com- 
monwealth and the neighboring states there, and 1 think that it is a 
very fine thing. I am afraid of itself it is not sufficient. Perhaps 
it is my personal inclination that I think many times directly as a 
United States agency we can be more effective than we can in working 
through a wicle series of international groups in which it is more 
difficult to get decisions and more diflicult, perhaps, to move forward 
as forthrightly. 

. ue Henrrer. Will the gentleman yield at Chat point for one ques- 
tion 

Mr. Burueson. 1 yield. 

Mr. Herter. You have raised a very interesting question there 
which should bo reserved until later, but it fils in here at Chis point 
in the record. 1 wish you would comment on this. 

In the draft of the bill we have before us I think there is $112,000,000 
for aid to Korea and rehabilitation in Korea. You operated in Korea 
prior to the outbreak of hostilities, and some people believe it was the 
sttecess in some measure of your reviving the economy of South Korea 
that led to the invasion, among other things. However, that $112,- 
000,000, as I understand il, is not to be spent by you, but is to be 
turned over to an international organization to be spent. 

We have had some rather unfortunate experiences with UNRRA 
in days gone by, and I am wondering if you would want to comment 
on that, because this, as I visualize it, is a Lurning over of $112,000,000 
in accordance with the United Nations resolution, and the adminis- 
tration would bo entirely out of our hands, and it would be carried 
on entirely by a committee form of administration again. 

I wonder whether you would care to comment on that? 

Mr. Fostrn. Yes. I will bo happy to comment on that. Mr. 
Herter. 

No; I do not think that is a committee form. 1t is done under the 
auspices of a group of nations in the United Nations. The United 
States program will be carried on to some extent, that is, there will bo 
an American director of tho relief agency, that is, of the United Nations 
Korean Relief Administration or Agency—I have forgotten what tho 
“A” stands for—and it will use many of the patterns and practices, I 
think, that ECA had when it operated in Korea. I think, in fact, it 
will uso a good many of our mission peoplo out there. 

Mr. Herter. To whom would it bo responsible? 

Mr. Foster. It would be responsible to the United Nations. 

Mr. Herter. To the United Nations directly? 

Mr. Foster. Yes. As to my comments on the Colombo plan, I 
think I said it was a very promising plan which wo wanted to work 
with. Howover, I beliove L said that I did not believe it supplanted 
the ability of tho United States through its own agency, possibly 
working alongside of that, to achiove certain things. 

I was not in any senso minimizing tho ability of those United 
Nations groups because yesterday, you recall, I referred to our work- 
ing with them too in these Southeast Asia undertakings which wo 
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have. The statement was that we should not, in my opinion, become 
completely submerged in that kind of multilateral activity. I think 
we can continue to contribute by, in addition to our contribution to it 
over-all, maintaining a single agency on the sido to accomplish those 
things which perhaps can be best accomplished bilaterally. By “on 
the side” I mean nothing with any evil significance. 

Mr. Herter. I am not critical of the United Nations or the United 
Nations resolutions. « 

Mr. Foster. I understand that. 

Mr. Herter. But I think there is such a thing as seeing money 
well spent, and sometimes cach nation fecls it has an obligation to 
put its own personnel in the field. Then you get a very bad division 
of responsibility and authority from the point of view of getting a 
very difficult job done quickly and efficiontly. 

Mr. Foster. There was a great deal of thought given to the estab- 
lishment of this particular United Nations group to try to minimize 
that multi-nation difficulty, and the restrictive influences of too many 
votes on it. I think what camo out of it within that broad frmework 
is a pretty good set-up. I have forgotten the number of nations 
represented on it. It is either five or seven. Do any of my cohorts 
know? It is either five or seven, and they are free to act within pretty 
broad limits by decision of that group, and they have a focal point of 
direction in terms of Mr. Kingsley, who is the American director of 
the agency. 

Mr. Roostvect. Will the gentleman viekt at that point? 

Mr. Herter. I yield. 

Mr. Rooseve.t. I think this problem Mr. Herter brings up is a 
very interesting and important one. We are all anxious to see money 

_ well spent, but I think on the other hand we have got to be aware of 
the fact that the fellow who is the “money bags” has the danger of 
becoming known as Uncle Shylock. 1 think one of the ways we can 
take the curse cff the good we are trying to do, which is so often 
misinterpreted by the recipients, is to work as much as possible 
through the United Nations in a lot of these programs—~-not just 
Korean relief, but some of the others. 

That is why I mentioned yesterday whether ECA or somo of the 
other agencies wero doing any long-range economic development or 
planning with a view to working it out under a United Nations pro- 
gram. I think if we can achieve that and still avoid tho difficulties 
that Mr. Herter referred to, we will encourage the international aspect 
of it and discourage the Shylock aspect of it. 

Mr. Jupp. Will the gentleman yield there? 

Mr. Rooseve t. I yield. 

Mr. Jupp. As I recall it, Shylock was taking money from others 
and not giving it to them. 

Mr. Rooseve tr. ‘I know, but we are accused of being Shylocks and 
are accused of giving this away in order to be the economic controller. 

Mr. Jupp. They can give their money away, too, if they want to 
give it away. 

hairman Ricuaros. Wait a minute, Dr. Judd. I am going to 
recognize you right now. 

Mr. Jupp. I'am waiting my turn. ' 

Chairman Ricnaros. Dr. Judd, this is your time. 

Mr. Jupp. Mr. Chairman, I was going to leave Asia to the end of 
my time, as I usually do, but inasmuch as others have brought it into 
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the discussion I want to ask a few questions on that subject first, with 
your permission. 

You recall, Mr. Foster, that when this propram was started for 
Europe it was in essence presented in exactly the terms you use for 
Asia, which J find on pago 8 of your prepared statement, where you 
Say: 

The security of free Asia depends fundamentally, thereiu.e, on how effectively 
America and the West can help the governments of free Asia meet the elementary 
needs of their peoples. 

ECA was set up to help meet tho elementary needs of the people of 
free Europe. It was not enough. We had to move on to a second 
step or stage, military assistance, so that they could defend them- 
selves against external aggression as well as internal unrest. 

Then it was discovered a third stage was necessary. Europe did 
not have cnough raw materials, and if step by step Asia and these 
other underdeveloped areas were taken over by Communists, Europe's 
recovery would go by the board. So we went to the third stage, as 
you said here, of secking to meet the elementary needs of the peoples 
of free Asia, partly because that is in their interest, partly because it 
is in our interest, but primarily because it is necessary in order to 
pull through in Europe. 

Do you not believe we must add as a fourth stage these four words 
to that sentence: 

“The security of free Asia depends fundamentally, therefore, on 
how effectively America and the West can help the governments of 
free Asia meet tho elementary needs of their peoples—and bui!d their 
defenses’? 

Mr. Fostrn. I think so. 

Mr. Jupp. Do you see any way in which you are going to be able 
to carry on your STEM programs or point 4 programs in soutlicast 
Asia if the countries are overrun? 

Mr. Foster. No; Ido not. I would agree with that. 

Mr. Jupp. You have more experience out there than anyone else 
because you have your ECA people there. What is your estimate of 
prospects of those countries by themselves building their defenses so 
nat mes can resist tho pressures which you know exist from the 
north 

Mr. Fostex. One, I would like to disclaim that. I am not in your 
league as an expert on the Far East. 

- Mr. Jupp. But you have real experts out there reporting to you 
every week. 

Mr. Foster. I am a 3-day expert on all of those countrics. I have 
missions sepOr te there. I think again it varies as between the 
countries, Dr. Judd. 1 think a number of those countries have the _ 
possibility of building their own defenses, but only if we assist them 
todoso. I-think there are some of the other countries which as yet 
are so thin in their cover and have so little on which to build that it 
would be very difficult to get any sort of defense until we can first 
strengthen the governments themselves, or until they can strengthen 
the governments themselves. 

I think tho basic necessity in that is to get the support of their 
peoples, and they will only get the support of their peoples through the 
achievement of some of these other objectives to which we have 
referred. It is to that that we therefore directed our first energies. 
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But, again I must say, each of those countries is an individual case, and 
tho conditions as between them, as you know much better than J, 
are quite different, and they must each be considered on that basis. 

Mr. Jupp. All I am trying to say is, should we not state frankly 
to ourselves, and to the Congress, and the people, that we have to 
have a military-aid program in those arcas just as well as an economic- 
aid program, and we have to do both in Asia or neither will succeed, 
just as in Europe? ' 

Mr. Foster. { think in many of those countrics we have to do both. 
In some of them, as you know, they feel they do not want that kind 
of connection with us. They feel they can do it on their own. 

Mr. Jupp. I was shocked to find evidence of that in Europe. 
You say in your statement dealing with Europe that we must under- 
take a program for helping western Europe to build its defenses. 
One of our ambassadors over there told us, “You have no idea how 
hard a job wo have had persuading this country to build its defenses.” 
They did not want to be associated with that kind of effort in parts of 
Europe either. 

However, a great deal of progress has been made there, and you 
believe we must direct sensible and reasonable efforts, not in the form 
of compulsion but of persuasion, in that direction in Asia, too? 

Mr. Foster. I certainly do. As you know, in many of the countries 
we are actually moving forward (o that sort of military strengthening 
as well as an economic strengthening. 

Mr. Jupp. Is the biggest bottleneck in your programs in those 
countries money, or is it the right kind of persons? I am tatking 
about Americans now. Is it American money or American persons? 

Mr. Foster. I would say American persons. 

Mr. Jupp. Do you not think the major reason why vou have been 
so successful in Burma, for example—which was on the ropes only 
2 years ago, and your mission more than anything else has shored it 
apa ene in Formosa and other countries, is that vou had fellows like 
Mover and Winfield, who understood those countries and their 
problems and who began from the bottom instead of starting from 
the top under a master plan, devised in Washington, with a sub- 
division for each country, and trying to make all these countrics into 
a sort of little America? 

Mr. Foster. I think we cannot ever give enough credit to the people 
who have gone out to those countries, such as Br. Mover, and many 
others of our mission chiefs who are out there and who have been able 
to understand the nature of the people and get their confidence and 
to work with them in achieving this improvement. I think the results 
in Formosa are really amazing, and I must admit that when I went 
out there I had not expected to find anything like that. I state that 


almost as an example of how with a littte money and the right people 


you can completely transform an economy. 

Mr. Jupp. I was pleased to hear the Rockefeller Foundation 
medical expert, Dr. Grant, say recently that the medical program 
there has developed so well that in the Rockefeller Foundation they 
are now advising people from India and other Asian countries to go 
to Formosa to see how getting medical aid and health education to 
the country people can be done. t 

Coming back to Europe, vou say on the first page of your prepared 
testimony that we have increased their agricultural production about 
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9 percent above prewar levels. Do you have, or does one of your 
associates have, the figures for the population increase in those coun- 
tries during the same period of time? Is it not about that amount? 

Mr. Fostrr. I think it is about 10 percent. 

Mr. Jupp. So that approximately they are not much better off 
per capita? 

Mr. Foster. Just about what they were as far as availability goes. 

Mr. Jupp. The guestion of unification has been brought up by 
several Members. ‘The committee has heard me argue this here and 
in the House for many years. 1 felt, as vou said, that while we were 
passing out the dollars, we ought, in a noncompulsory way, to make 
certain they feel encouraged to achieve certain goals. I wonder if 
you think it is too specific to say in the ECA law where it now reads: 

It is declared to be the policy of the people of the United States to encourage the 
further unification of Europe * * %— 

the first year it was the “unification,” and the stcorid year it was the 
“further unification’ — would it be all right to put there, “the economic 
unification and political federation of Europe’? 

Mr. Foster. I will have to pass to the State Department the polit- 
ical federation part of that. Tho first part of it E would accept; the 
first part of that phrase, that is. 

Mr. Jupp. The first part, “economic unification,” is the mora 
urgent. 

ou say Greece is not going to be able to make it without outside 
help. There are certain States in the United States that could not 
make it if cach were a completely separate economic unit. Having 
the 48 States in one economic unit is what gives the whole economy, 
and therefore each State in it, strength. 

Mr. Foster. I think you can state those objectives and that 

articular objective appropriately because that is what we have pressed 
or with all of our vigor for these 3 years. 

Mr. Mrrrow. Will the gentleman yicld at that point? 

Mr. Jupp. Yes. I vield. 

Mr. Merrow. In that connection, would you make reference to 
quotas and the desirability of removing tariff barriers, and dual 
pricing, and so on? 

Mr. Foster. Some of those I think are already in, I think we talked 
about tariff barricrs in the existing act. As to quantitative restrictions, 
certainly they can be mentioned. We have mentioned very forcefully 
dual pricing. Again, it isin context. It is how much detail you want to 
go into. Economic unification, in the terms that Dr. Judd speaks of 
would cover all of these. If you want to specify within the broad 
phrase the detailed considerations that go to make up the broad phrase, 
the trouble is you may be more restrictive than if you leave the broad 

hrase. But, you gentlemen are legislators and can make the phrases 
tter. I would be a little afraid we might be more restrictive rather 
than more encouraging if we specify it too much in detail. 

Mr. Jupp. The major new step we debated when extending this law 
last year was the Payments Union. Do you feel it has worked as well 
as Nae contemplated, or expected, or hoped for it? 

Mr. Foster. I think it has been one of the great achievements of 
this whole activity, and I think it has the promise of being an enduring, 
permanent institution, which can lead to even broader integration. 
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Mr. Jupp. It is largely out of OKEC and the Payments Union that 
the movement for a united Europo has developed. Is that not right? 

Mr. Foster. Yes, sir. 

Mr. Junpn. What hope do you seo of achioving in the military pro- 
duction ficld tho samo kind of thing as, or something like, the Payments 
Tnion, whero cach country will produce all that it can of s commodity 
or weapon that is needed for the whofo area, even though that is far 
bavond the needs of the particular country? Tsay that because only 
if you mobilize tho full productive capacity of all those countries can 
they stand and can wo lessen the burden on ourselves. 

Mr. Foster. That is a more difficult thing (o achieve. T think the 
Schuman plan is tho first constructive aint positive step toward it, 
It has had a very difficult role getting as far as it has, due to the natural 
reluctance of both private industry and government to throw their 

roduction into tho one pool; but we beliove it will zo through, and we 

fievo that it will be a pattern for other siailar kinds of economic 

pools, and it will lead to what you have in mud in duo course. | 
doubt that that is an approach vou can achieve in one fell swoop. 

Mr. Jupp. Yes; but you believe there is hope of working out a 
formula such as the Payments Unio» was for the paying un of inter- 
country debts at the end of stated periods, and that something 
similar can be worked out in this field? 

Mr. Fostre. Tam not sure you can de it by a fornula, Dr. Judd, 
T think rather this will bo achioved through a series of steps related to 
each other and built on the Payments Union, which is one of the thine 
which will make it possible. 

Without tho Payments Union there would havo been no hope of 
ever achioving this, in my opinion, because you would not have had 
tho abilily to settle balances at the end of a period, which you would 
require in order to make this kind of a products pool to which you refer. 

Mr. Jupv. Do you foresce a time in the reasonably near future when 
tho Payments Union can stand on its own without contributions every 
year from the United States? 

Mr. Foster. Yes. I am not sure what we mean by tho reasonably 
near future, but I sce a time, and we are certainly moving toward that. 
I think that had been our concept from the beginning—that we had to 
finance tho initial stages of this in a substantial measure, but certainly, 
as it got. under way, it should be ablo to do that financing itself. 

Mr. Jupp. Is that not ono of the major reasons why we must con- 
Hy an economic-aid program, whether it is called ECA or something 
else 

Mr. Foster. Yes, sir. 

Mr, Jupp. You brought up the Schuman plan, and I would like to 
ask you a question about that. You say it is another heartening move 
toward unification. Is it so ees Do you wholly approve of 

its becomig an inte national 


Mr. Foster. I am not afraid of its becoming it. Had it not been 
subjected to the kinds of provisions it has in it, that form is one that 
might lead to a cartel. In other words, when you put together basic 
industries of that sort and when you put the principal enterprises 
within the control of a small group, you have, of course, tho possibility 
of 8 cartel.type of control. 
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The specific provisions in the Schuman plan, the method of govern- 
nent, the method of appeals, and the basic philosophy which ties 
behind its objectives, are such that Ido not think it will bo used for 
that purpose, But, the form is such that without all of those restric- 
tions it could well be. 

Again I think it is a question of the spirit in which it is carricd out, 
and I think that spirit is the right spirit, and T think in view of that 
the possibilities are good 

Mr. Jupp. In your opinion, is it true, what we heard in various 
places, that the greatest need in some of these Europenn countries is 
not that they get more of our goods, but that they tako over moro of 
our methods, that is, the technical, Eaganianlional: managerial know- 
how, of which you are an example par excellence, and, even more, 
a change in their economic philosop wi 

I met an Englishman who said, “I have been in America, and the 
trouble is that England’s economy has been built, for years on how 
much money we can make out of producing as few things as wo can 
at as high a price as possible. Yours is the opposite. Your economy 
is based on how much money you can make out of producing as many 
things as you can for as low a price as possible.” 

Ho said that habit of thinking in his own country had not changed, 
and there was a greater lag in getting that change of philosophy than 
there was in any other field. Do you agree with that? 

Mr. Foster. Ido, I think the toughest job we have, as you indi- 
cated, is to change the state of mind. That is tough not only in the 
European countries, but in our country, to change tho state of mind. 
I think there is great hope, though, in somo of the younger managers 
and some of the younger owners of these businesses and, I think, 
in some of the rising trade union leaders. I think that is ono of the 
things to which we are devoting a great deal of our time and effort. 
I think there is hope that we can chango that state of mind, but 
beforo we can achicve any of these other things, we have to do that, 
and that is the tough job. 

Mr. Jupp. One more item and then I will pass and Iet others have 
time. I will be back later, I hope. 

I judgo from your statement yesterday that you fecl an organiza- 
tion like ECA, whether it is called ECA or not, must be continued, 
and that you prefer to have it continued on an equal status with the 
regular Government Departments, coordinated with them but not 
under them, either Defense or State. Is that correct? 

Mr. Fosrer. That is correct. 

Mr. Jupp. Do you feel that the Military Assistance Program should 
bo an independent operating agency separate from Defense or State? 

Mr. Foster. I am not sure as to the distinction which you make. 

Mr. Jupp. I am speaking of the Military Assistance Program. 
Yours is the economic assistance program. 

Mr. Foster. You mean the end-item program in which we supply 
the manufactured equipment to the Europeans? 

Mr. Jupp. Yes. We have an economic and a military-assistance 

rogram. ‘The economic program should bo separate, we believe. 
ou do and we do. Do you think the military program should be 
separato also? : 
{r. Foster. Whatever or however the military program is handled, 
certainly the procurement and the development and the decision as 
85708—51——15 
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to equipment and forces is a military problem and should be done by 
our military. As to whether the actual delivery of that end item and 
the scheduling of it could be done under a separate organization, I am 
not so clear on. 

I have in mind, of course, the recommendations that were made by 
the Committees on the Present Danger, which came out with a recom- 
mendation that a new economic agency be set up which would adminis- 
ter both forms of aid since basically bey were both economic aid. I 
think that is a suggestion that is certainly worth considering. 

The ability to separate the pure administration of that program 
from the procurement and other parts of it may not be as easy as 
that committee indicated; and if it is not, then it would be better 
to leave that administration in the military, as it is now. 

Mr. Jupp. But, in principle, do you agree it would bo desirablo to 
have each of them separate from the regular policy-forming agencies? 
Or, do you believe they should be combined into one, the military and 
economic in a separate agency, correlated with but not under the 
old-line agencies? 

Mr. Foster. I will not come to that. I cannot answer that ques- 
tion epee nea 

Mr. Jupp. I am not trying to commit you, but just to get your 


judgment. 

; en I think if you are able to separate the delivery—to 
use an oversimplified term—of the end items from the procurement, 
scheduling and policy part of it, it would be perfectly possible me- 
chanically to put the admin istration and the delivery of that into the 
same agency that administers the economic assistance; but I have to 
base it on the question of whether you can so separate it. Of that I 
am not quite so sure, and I think you might do better, and I think the 
military perhaps could answer that one better than I. 

As far as scheduling the goods goes, of course we can do it. We 
have done that on all kinds of commodities all the time we have been 
in business, but whether oy can be separated out as an operating 
function of that character, I do not know. I am not so clear on that. 

Mr. Jupp. One of the reasons why I asked this question is because 
the chairman was present with me and some others in a meeting the 
other day, where one of those present said, ‘After all, if you pour 
water into the bowl, it does not make any difference whether you 
‘pour it in on this side or on that side. If we give them military 
assistance, it leaves them more of their own money for economic 
purposes, and if we give them economic assistance, it leaves them 
more money for their military. So, it does not make any difference.” 

If that is true, or to the extent that it is true, the two should be 
coordinated so that even if the total of economic and military does not 
change, the balance between them—which is the better way to appor- 
tion them with the least drain on ourselves—could be better regulated 
through one agency. Is that right? 

Mr. Foster. Certainly you need the coordination. I agree with 
that. The coordination now is done as between operating agencies 
by the ISAC under the chairmanship of the representative of the 
Secre of State. Whether that again would be improved, you 
still the coordination of the procurenient and development. 

Mr Jupp. That is right. : 

r. Foster. So that whether it is a part of the military job that 
could be separated out of the procurement and development and 
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moved sidewise into the administering agency, I am not so clear on 
that. . 

Mr. Jupp: But if it could be done, there would be certain advan- 
tages from the standpoint of both the economic and military-assist- 
ance programs. 

Mr. Foster. If it could be done, I should think it would. 

Mr. Jupp. Thank you. 

Chairman Ricuarps. Mr. Hays. 

Mr. Haye. Thank you, Mr. Chairman. 

Mr. Foster, how great do you think the difficulties are of sustaining 
these economic programs for southeast Asia in the light of new 
demands from the rearming areas of the world? 

Mr. Fosrer. Mr. Hays, you mean in terms of the available ma- 
terials or in terms of the available dollars? I am not quite clear. 

Mr. Hays. It is a sort of cover-all question. The rearming move- 
ments in Europe have had an impact on your goals and on your pro- 
gram for southeast Asia. Are we going to be able to sustain with 
any degree of hopefulness these rehabilitation programs for south- 
eastern Asia and carry the rearming aids at the same time? 

Mr. Foster. I think we can, Mr. Hays, and I hope we can, because 
I believe the carrying of that part of our program is also vitally im- 
portant to strength for the free world, as Mr. Vorys said earlier. I 
think we cannot afford to focus entirely on Europe to the exclusion 
of those programs which have great significance to those peoples, and 
great significance in terms of what they can contribute to the free 
world. 

Certainly our most important set of relationships are those with 
Western Europe, but they are not so important, in my opinion at 
least, that they should be focused on completely to the exclusion and 
to the elimination of these responsibilities, which I think are great, in 
southeast Asia and the Far East. 

Mr. Hays. You would agree, in other words, that it is very whole- 
some to find this new interest in the welfare of southeast Asia? 

Mr. Foster. I certainly would. 

Mr. Hays. Of course, in some respects a rearming program with 
the accentuated demand for certain things that they can supply 
advantageously; but there is a delusion about that that we must 
be on guard against. Is that a fair statement? 

Mr. Foster. Yes, sir. 

Mr. Hays. That is all, Mr. Chairman. 

Chairman Ricnarps. Mr, Fulton. 


Mr. Furron. Senator Taft has recommended, I believe, that this. 


be a 2-year program instead of a t-year program. In other words, 
the amount to be allocated on the recommendation of the adminis- 
tration for this year should be spread over 2 years. Would you 
please comment as to what effect that would have on the program 
which you are justifying? 

Mr. Foster. Mr. Fulton, if the effect of that were to be in essence 
a 50-percent cut in the available funds, then I would say the effect 
on our program would be very, very grave indeed. If one of the 
reasons given for the suggestion of that program by someone—I am 
not sure whether it was Senator Taft or someone clse—was that the 
had doubts that we could obtain the materials to utilizo the funds 
within 1 year, if the program was set up so that it lay within tho dis- 
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cretion of tho Administrator ‘as to tho rate at which tho funds could 
be expended, up to 2 years, then, of courso, it would havo little effect 
because if there docs exist 9 limit on tho availabilities, then wo could 
not spend it any sooner, However, I do feel that any such cut as 
60 percent in the sums which are being asked for for this program 
would not only havo a very substantial effect, but would interfere 
very seriously with tho build-up of military strength in the countries 
to which this aid goes. 

+ Mr, Futton. Asa matter of disagreement, would you then strongly 
disagreo with such a change in this program which may affect, for 
exemple, the’ security of the United Nations and the United States 
and the free nations that are allied with us? 

Mr. Foster. I would disagree just as strongly as I am ablo to put 
it down, because I think that that sort of a reduction in tho ability to 
do this job would be a disastrous thing from the viewpoint of our 
national interest. 

Mr. Futron. Do you think it would have a psychological effect 
that would be adverse abroad among these nations that are now asso- 
ciated with us? : : 

Mr. Foster. Extremely bad, because what is happening today, in 
my opinion, is a growth of confidence that we are building strength 
and that we are building strength sufficient to lead from strength 
in our arguments with the Soviet. If this reduction were to destroy 
that growing confidence we would have lost something that it has 
taken us a long time to build, and I think is one of the great assets we 
now have in the free world. 

Mr. Fuiton. Would you go so far as to say that a relaxation of our 
efforts, both militarily and economically, would be increasing the 
danger that wo are opposing? 

Mr. Foster. I cannot think of anything that would be moro ac- 
i to the Soviet than a relaxation at this time. 

r. Fuyron. Britain, as you recall, had been almost opposed to 
the Schuman plan and, let us say, had not given it a warm reception at 
birth. Has there been any change in the British official position 
towards the Schuman pao that might look toward cooperation in the 
advancement of this plan? 

Mr. Foster. I think there has been no change in the official posi- 
tion. They were not opposed to it in that sense, ds you surmised. 
They simply did not want to enter into it as far as Great Britain went. 
Officially thoy are still of that viewpoint. 

Mr. Funton. Does the British position on colonial preference or 
empire preference cut across the ability of your agency to do 8 good 
job on the building up of these countries for defense? 

Mr. Foster. There was & very good oxposition of the British 
position in the New York Times written by Mrs. McCormick. 

Mr. Fuuton. When was that? : 

Mr. Foster. This morning. I think certainly the rather divided 
interests of the British Empire make it difficult to integrate com- 
pete the efforts of the United Kingdom with the continent of 

urope. I do not think, however, that that can be said to interfere 
seriously with the objectives we have in the sense of imposing undue 
obstacles. Of course, we have wanted to have a greater joining in of 
the United Kingdom in the efforts toward integration of the Continent, 
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I think that the Schuman plan is an example of one of the things 
that we in the United States Government felt it would be better if 
they were in, and we hoped that they could be. They could not be 
and they decided against it. I think that is typical of the type of 
reservation sometimes which they feel in their interest they must 
make. It does at times, in our opinion, slow down at least the move- 
ment toward a complete integration. They have very good reasons, 
in their opinion, for it, and they have these other interests of their 
commonwealth and of the sterling area, and I think they are genuine 
reasons, and I think we must accept them as genuine, 

It does not help us in getting on with the job, and it docs not pre- 
vent our doing the job. 

Mr. Futron. The point I was leading up to, of course, was some- 
thing that was suggested by your statement that we were assuring tho 
flow of strategic materials and resources fairly throughout the free 
world. Now, taking that as a fundamental postulate, then are wo 
not building up, through advancing the money for’colonial develop- 
ment in the British Empire, a system where wo have a second-class 
card because of empire preference and colonial preference with re- 

ard to those strategic materials? Are we not then in tho minor 
eagues compared to any British dominion and any British colony, so 
that when the distribution is made we come in second? 

Mr. Foster. There might be that possibility. It has not de- 
veloped in that way, Mr. Fulton. We do have complicte—we have 
fair and equitable access to those raw materials through the other 
arrangements that are worked out. Ido not think the colonial pref- 
erence in that sense has arvented our having the right to get those 
materials which are useful in our own production. 

Mr. Furtox. The colonial and empire preference has been used 
rather in exchanging trade transactions than at the production and 
strategic materials level so far? 

Mr. Foster. That is right, sir. 

Mr. Futton. Should we in this act make any reservation to pre- 
vent such a thing occurring when that does become the primo factor? 

Mr. Foster. I think our fundamental protection is the fact that the 
British are full partners of ours in this activity, and I would personally, 
just expressing a personal opinion, feel that it was rather unwise to 
attempt to protect that partnership in that way. 

Mr. Futton. Is any other member burning with questions? 
ane Roostve rt. I havo just a technical question to ask of the 

rnir. 

Chairman Ricuarps. You know about the bells. 

Mr. Roosnvett. The second bell has rung. 

Chairman Ricwarvs. Wo still have somo time. I want to say to 
the committeo we will go into executive session this afternoon at 2:30, 
Mr. Dulles will be here from 4 to 5 in executive session to tel] us 
something of the Japanese Treaty. 

Mr. Roosrveit. [ have a procedural question to ask. If we 
adjourn now, Mr. Chairman, my lino of questions really belongs in 
the executive session. Where will tho questioning start this afternoon 
when we resume at 2:307 

Chairman Ricuarps. It will start with Mr. Fulton, if he has not 
finished, and then you. 

Mr. Rooseve.t. That is fine, then. 
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Mr, Furton. I thought somebody might be burning up with 
questions he wanted to ask before we adjourn. 

Mr. Javits. I have one question before we leave the public session. 

Mr. Futron. I will be glad to have you; go ahead. 

Mr. Javits. You talked about the Colombo plan, and you talked 
about the United Nations, but you have not told us whether you are 
pla for an Organization for Middle East Economic Cooperation 
and an Organization for Far East Economic Cooperation, combining 
those nations for self-help just like we have done in Europo with the 
Organization for European Economic Cooperation. Are you planning 
that in these new areas? 

Mr. Foster. Mr. Javits, I think that those have got to come from 
the nations themselves, just as did the OEEC, and just as did the 
Colombo plan. I do not think any plan we attempt to imposo on 
them in that sense could probably bo a success. 

Mr. Javita. In Europe, of course, they responded to our statement 
that we were going to inaugurate a Marshall plan. In the Middle 
East and Far East, too, it would be just an invitation. We would 
say to them, ‘We are going to inaugurate a plan in your area. Will 
you do what the nations of Europe did, that is, get together and form 
your own organization to tie in with that plan?’ 

I do not see why we cannot do that. I might say this to you: I 
think we have been accused of uncertain leadership. It seems to me 
our failure to give such an invitation just underlines that criticism. 
It is the right thing to issue such an invitation as the program is one 
of self-help and mutual cooperation and we ought to do it. There is 
no reason why we ought to be diffident about it, and I do not think it 
will be taken amiss by the nations concerned because it is right. 

Mr. Rooseve tr. Perhaps those nations already informed us they 
would not like that invitation at this time. 

Mr. Javits. Then we ought to know that either in open or execu- 
tive session. 

Chairman Ricnarps. The committee stands adjourned until 2:30 
this afternoon, when we will be in executive session. 

(Whereupon, at 12:20 p. m. the committee recessed until 2:30 p. m., 
when the committee would meet in executive session.) 

(The committee reconvened in executive session at 2:40 p. m. and 
remained in executive session until 3:20 p. m., at which time, by com- 
mittee decision, the following discussion was had in open session:) 

Chairman Ricuarps. We will now go into opensession. Mr. Javits. 

Mr. Javits. You told us, Mr. Foster, that what these underdevel- 
oped countries want is not primarily money, but goods. Is that not 
in effect what you told us? 

Mr. Foster. Yes, sir. 

Mr. Javits. They can get the dollar bills they need from the raw 
materials they are selling, but they cannot get manufactured goods 
and machine tools and other equipment necessary to improve their 
economy, their health, end their living standards—now extremely 
low. Is that correct? 

Mr. Foster. They might have great difficulty doing it due to 
priorities or lack of availability. 

Mr. Javits. Would you recommend that we legislate on that sub- 
ject and establish a form of priority which would give them some 
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roportion of consumer goods, or machine tools, in order to briug out 

rom them the maximum amount of raw materials? 

Here you are going to underdeveloped countries and want them to 
produce more of the things that are sundemiente yy needed by us and 
our allies in Europe to create military strength. Yet they want 
things we cannot give them. Should we legislate to say that we give 
some proportion of our consumer goods, machinery to them, because 
they are producing the fundamental raw materials that are the basis 
of the whole job? 

Mr. Rooseve rt. Will the gentleman yicld? 

. Mr. Javits. Yes. 

Mr. Roostrve ut. For clarification of your question. 

Mr. Javits. Certainly. 

Mr. Roostvext. Are you talking about goods that they need 
purely to augment their production of the raw materials that Western 

urope and the United States need for military production, or are 
you talking about (b) the civilian consumer goods,’ that they need to 
raise their standard of living, but which they cannot get because of 
the tremendous demand here in the United States? 

Mr. Javits. I am talking about both (a) and (b) which they need 
to increase their raw material production, and which we in turn need 
for military purposes. 

Mr. Rooseve.r. But the (b) they might not need for increasing 
their production. 

Mr. Javits. They do need some consumer goods or you cannot get 
the maximum production of raw materials out of them. That is 
axiomatic in the underdeveloped areas. 

.Mr. Foster. My response to tbat question, Mr. Javits, is that I 
would be very fearful of covering this with legislation. I think it is 
perfectly possible to achieve what you have suggested there by a wise 
executive policy. I referred yesterday, I believe, to a foreign allo- 
cations policy statement which has now been accepted by the President 
and by the Director of Mobilization, and is the policy of the United 
States Government. 

I would like, if I might, Nir. Chairman, to submit that statement 
for the record. 

Mr. Javits. All right. . 

airman Ricwarps. Without objection that will be done. We 
are glad to have it. 

Mr. Foster. It covers what you have in mind. I would say as 
far as legislation goes I do not think we need it. I think it would 
be very fine, however, to have the support of the committee that this 
is wise policy for the United States Government. I do not expect 
you to accept it as policy until you have read it, but in effect what it 
does is to say that we will equitably share these goods which we have 
in order to achieve both things. 

First, of course, essential military requirements and essential civilian 
requirements. After that, even on the use for less essential civilian 
requirements, we would put them in a comparable position at the 
moment. 

Mr. Javits. Could you implement that further in order to give 
percentages in this field? 

Mr. Foster. No, sir. I could not; and I would be very fearful of 
the rigidities of specific percentages, because I think—I do not want 
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to belabor this point, but conditions are so different between different 
economics that if you become too specific in percentages you defeat 
the need for judgment in getting this thing done. 

Mr. Javits. Now, Mr. Chairman, [’ask unanimous consent that 
that bo made part of the answer to my question, that is, the statement 
of policy of the witness. 

hairman Ricuarps. Without objection that will he done. It is 
so ordered. , 

(The document referred to, entitled “Foreign Allocations Policy,’ 
reads as follows:) 

ODM Doe. 6 


May 25, 1951 
Executive Orrice or THE PREStpENT, 
Orrice or DEFENSE MOBILIZATION 


SECRETARIAT 


Subject: Foreign allocations policy. 

Contents: Statement by the Director of Defense Mobilization. 

Comments: Originally prepared and submitted to the Director of Defense 
Mobilization through the ODM Foreign Suppties and Requirements Committee 
under date of March 5, 1951. 

Action: Considered by the Defense Mobilization Board (item HH, DMB-M-9 
and item XI, DMB-M-10). Revised May 25, 1951, following the discussion 
by the Board. Issued by the Director of Defease Mobilization as policy guidance 
to agencies operating under the defense mobilization program. ODM. 770 


STATEMENT BY THE Director oF DeFrENsE MOoRILIZATION ON FOREIGN 
ALLocaTions Poticr 


The President, in his message to Congress, on May 24, 1951, outlined our basic 
policy to strengthen the free nations of the world. . 

In carrying out that policy, the following specific guides to the allocation of 
resources a ch are to be devoted by the United States to foreign needs should 

ollowed: 

(1) When there are competin requirements of similar high essentiality in terms 
of the over-all objective, allocations policy should attempt to satisfy such require- 
ments according to the degree to which they will contribute to the following results: 

a) Military production of the free world, and direct support for the expansion 
or improvement thereof; . 

(6) Promotion of increased supplies of all materials essential to strengthening the 
free world, and in particular the production and acquisition of thoso materials re- 
quired for the current mobilization effort of the United States (including militar 
reserves and immediately necessary additions to stockpiles) and for similar mobili- 
zation efforts of nations actively associated with the United States fn the defense 
of the free world; 

(c) Maintenance and necessary expansion of essential services and production 
facilities, and maintenance of minimum essential clvillan consumption require- 
ments, in the free nations and In areas which they contro}; 

(d) Direct progress toward reduced future dependence upon military and 
economic assistance from the United States; 

{e) Lessened dependence of the free nations upon supplies from areas or coun- 
tries within the Soviet bloc; and 

Prevention of political deterioration in nations or areas essential to the com. 
bined strength of the free world. . 

@) Allocations by the United States form part of a wider give-and-take among 
the free nations. Among the countries sharing in such allocations the principles 
of self-help, mutual ald, and similarly effective application of internal policies 
governing the allocation and use of scarce materials should prevail. 

After requirements of high cesentiality have been met, the intercountry alloca- 
tion of remaining supplies by the United States (including allocation to American 

domestic consumers) should take Into account the, effects upon the respective 
* ¢eivian economies of the broad contribution of each area or country toward 
common defense, in direct military production or in increased political and 
economic strength, Including the common aim of controlling inflation of world 
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rices. Individual countrics differ widcly in their ability to make such contribu- 
ions; the objective should be to bring about an cquitable distribution of the 
resulting burdens and sacrifices. This objective clearly excludes any mechanical 
formula, or any mere leveling down to a uniform standard of lowered consumption. 

The foregoing principle is adinittedly difficult to apply, since standards of 
consumption in different arcas of the world are determined by a complexity of 
factors, such as normal levels of real incomes, customs, cultures, and climate. 
But its application is of high importance for the attainment of the over-all objec- 
tive of economic strength and morale in the free countries. 

(3) The establishment of adequate export quotas from the United States for 
materials and commodities under export contro] will not mect the criteria out- 
lined above, if forcign purchasers cannot place orders or sccure delivery because 
United States supplicrs pele to satisfy their domestic customers. Cominercial 
channels of trade should normally be used, but exports should be assured by 
priorities and/or dircctives to producers whenever necessary. When such assist- 
ance to exports is thus given, care should be exercised that corresponding assist- 
ance for domestic orders of similar essentiality is extended, if peewee 

(4) Corresponding allocation objectives and policies on the part of other free 
countrics should be promoted by the United States by all practicable means 
agreement on and implementation of such policies on the part of other countries 
is especially important to the development of adequate supplies of the materials, 
facilities or services of which they control substantial portions of the total ayail- 
able world supply. 

{5) Allocations of available supplies for abroad shall be administered in con- 
formity with statutory and executive policy designed to prevent shipment or 
trans-shipment to the Soviet Lloc of war-potential materials and products.”’) 

Mr. Vorys. Will the gentleman yield? 

Mr. Javits. Of course. ; : 

_ Mr. Vorys. On one part of your question as to furnishing so-called 
incentive goods in the so-called backward areas, as I understand it, 
there is no program of that character involved, is there? 

Mr. Foster. No, sir. The only commodities which we propose 
to finance under our actual aid provisions would be essential com- 
moitlitics to promote specific projects within the cconomic develop- 
ment program, ene ; 

There is, however, a matter of our acting in the United States 
Government—and ECA does this for the countries where we lave 
missions—as claimants for those goods to countries which are within 
our program. In other words, there might be somo other goods 
which were in short supply here which, in order to get them out to 
southeast Asia, would need somebody to be their advocate before the 
allocating agencies of the United States Government. We stand in 
that position for these countries. : ° 
-- Mr. Javits. In other words, you are not dealing with the dollar 
problem, which I think was the point of Mr. Vorys’ observation, but 
you are dealing with the problem of actually getting the goods if there 
is any difficulty in getting them? 

Mr. Foster. That is correct. 

Mr. Javits. The countrics themselves have the dollars for these 
particular goods and ECA is not supplying them, but ECA will 
propose to act in the capacity of seeing that this country gets goods in 
tho United States for its dollars, and not ECA dollars? . 

Mr. Foster. That is correct, and we really act in that position 
before NPA and DPA. . a ; 

Mr. Jupp. I want to say again at this point that I think there are 
real advantages as I brought up this morning, in having the two 
programs coordinated or even united in one operating agency, that is, 
the economic and military assistance programs. 
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Mr. Vorys. If I may come back to this incentive goods business, 
in 1947 and 1948, and oven back under lend-leaso there were in- 
centivo goods programs, that is, tobacco, and some clothing, and that 
sort of thing. We were told it was necessary to provide those goods 
under the program so that people would work in thoso countries. But, 
as I understand it—and I want to get this clear—there is nothing in 
the whole $2,200,000,000 for the purchase of that sort of goods this 
year. Am I right or wrong about that? 

Mr. Foster. No. If I gavo you the impression that was so, I was 
wrong. There are provisions in that total for some incentive goods 
still, In southeast Asia, for instance, we may need to gencrate some 
counterpart. These countries aro short of local currency in some 
instances, and we may send in goods which can be sold on the civilian 
market to generato counterpart, and out of that counterpart we can 
undertake these broad programs which they might otherwise not have 
been able to produce. 

Also, in Europe we are still procuring goods such as tobacco. That 
ean be considered, according to the way in which it is put on the 
programs of these countries, as not only an incentive goods, but a 
necessity. Wo have financed a substantial amount of tobacco, because 
many of the governments have included tobacco as part of what they 
consider an essential program of aid. 

Chairman Ricuarps. Will the gentleman yield there? 

Mr. Vorys. Yes. 

Chairman Ricttarps. You talk about generating counterpart funds. 
What do you mean by that? Do you mean starting the circulation‘of 
counterpart funds? 

Mr. Foster. No. If we have a grant program—and let us take 
Indochina, becauso that is one of the states whera we have to generate 
this counterpart in order to go on with our local programs—in Indo- 
china the government thero has such great difficulty with its tax col- 
lections that it is unable to appropriate local currency which can be 
used to set up the health clinics or some of the agricultural improve- 
ment stations. Therefore we in our grant program approve of the 
importation into Indochina of—well, I do not think there is any 
tobacco in it, but certainly there are some textiles which come into 
that country. Those textiles are sold on the local market for what- 
ever the currency is—piasters. In Indochina the piasters are put into 
the Central Bank and used under joint approval by the Vietnamese 

vernment and our own government to finance this health station 
which I referred to. 

The commodities are in effect given to the government of the 
associated states and the money received through the sale of those 
commodities is deposited to the credit of the government. It cannot 
be spent by the government, however, oxcept with the approval of the 
United States. 

Chairman Ricaarps. That is right. That is the whole counter- 
part plan, but I got mixed up where you used the word “generate.” 

thought you were talking about local currencies. 

Mr. Foster. It is a little different than it is in Europe because we 
do it deliberately for the purpose of gencrating counterpart to carry 
on these other programs; whereas in Europe the generation of counter- 
part is to some extent a byproduct of the major commodity programs. 
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Mr. Jupp. In Europe sometimes you uso the counterpart really to 
retire currency or to pay off the national debt. 

Mr. Foster. That is correct. 

Mr. Jupp. Becauso the problem is to get less currency in circula- 
tion and less inflationary pressure in the country, whereas in Asia 
thero is just not enough currency to carry on an expanded economy 

Mr. Foster. That is correct, Dr. Judd. 

Mr. Jupp. That is one of the biggest problems in Formosa. 

Mrs. Keztiy. Will the gentleman yield? 

Mr. Jupp. I yield. 

Mrs. Keity. Mr. Foster, at this point I want to ask you a ques- 
tion on tho Vietnamese problem. In dealing with that, do you have 
to get tho consent of France, or do you deal directly with those 
dominions? I am speaking particularly of the threo northern prov- 
inces, whero they are now seeking a dominion status. 

h Mr. Javits. May I advise the witness we are on the open record 


ere 
Mrs. Ke.uy, Not at this point. 

Chairman Ricuarps. Yes, we are. 

Mrs. Keuuy. I request we go back in executive session. 

Chairman Ricuarps. We will go back in executive session then. 
Havo you another question first, Mr. Javits? 

Mr. Javits. I have a question or two, but I will wait on Mrs. Kelly. 

Chairman Ricrarps. f believe we had better complete the ques- 
tioning in the open session first, then, and keep it together. 

Mr. Javits. Mr. Foster, do you think it would be useful to us if 
you segregate out of what is being requested in money that part of it 
which you say is incentive goods and present us 8 memorandum to 
show what that is? 

Mr. Foster. Wo will be happy to present an illustrative sct of 
figures on that point. 

(The information requested is as follows:) 


Re “INcentive Goops” in Souturasr Asta Proarams ror Fiscau Year 1952 


Economic Cooperation Administration’s southeast Asia programs are not di- 
rected toward supplying “incentive goods” in the sense of supplying goods that 
induce otherwise idle persons to work by providing something or them to spend 
their carnings on or by making payments to them in kind which enable them to 
eubsist while they are working on a project. fowever, the majority of these 
programs do contain a substantial clement of commodities which it is proposcd 

o import into the southeast Asia countrics in order to maintain supplies which 
aro In fact deemed vital to tho functioning of their economics as well as necessary 
to help finance local currency costs of the ECA country programs. Those pro- 
posed commodity Imports are shown fn aggregate amount in country tables op- 

ite the category heading “Maintcnance of casential supply.’ This category 
neludes both requisites for production and other cssential civilian supplies. 

“Requisites for production” Include fertilizer, various industrial raw materials, 
equipment items for sale to industry, and other miscellancous salable items de- 
signed to facilitate the operation of tho production system. ‘Other essential 
civilian supplies” consist and large of consumer goods such as food, textiles, 

OL, and drugs and mncdicines. There follows an illustrative listing, by country, 
of the proposed amounts in these categories for fiscal year 1052. 
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Fiscal year 1958 illustrative totals 
(In thousands of dollars} 


24, 232 4102, 100 


ES 
UInelades $12,725,000 of common-use [tems In addition to “Requisites for production” and “Other 
essential civilian supplies.” 


Mr. Javits. I have not heard you talk very much about tho Inter- 
national Bank. It is a fact—is it not?—that tho International Bank 
represents a very material sourco for investment funds of tho kind 
which will produce tho results that you discussed in connection with 
this program? j 

Mr. Foster. Yes, sir, and-if-I did not talk about it it is simply 
because it has not happened to come up before, because the Inter- 
national Bank should be considered tho primary source of investment 
capital for long-term projects to tho oxtent that they are able to find 
appropents prolects and wo do uso it in that sense. : 

lso, the txport-Import Bank is a sourco of dovclopment capital as 
well as commodity financing in addition to our grant programs, and 
wo do not iprepase in our program for fiscal 1952 to enter into any loan 
activities directly in ECA, oxcept perhaps some counterpart funds for 
tho development of strategic materials; but all of these programs will 
be worked out in coordination with each other, so that if o country 
can pet a loan from the International Bank in tho first instance we 
would proposo that they do so. 
Mr. Javits. Tho International Bank, as distinguished from the 
Export-Import Bank or your own operations, represents no additional 
money from the United States. Is that not true? 
_ Mr. Foster. That is true. Wo havo not yot advanced our prom: 
ised capital to the International Bank. -Thoy have been ablo to 
finance in the open market their requirements so far, and I would pre- 
sumo they could continue to do so. ; 

Mr. Javits. It is not our promised capital, I believe. Wo havo 
advanced our capital, if you will permit mo to explain, but we have 
not subscribed any part of our guaranty of its obligations. We do 
not have to do that unti! there is s Joan dofault. Is that not so? 

Mr. Foster. That is correct. . 

Mr. Javrrs. So, the bank could make all the loans which is is pos- 
aible and it would not cost the American taxpayer a dollar? 

Mr. Fostzr. That is correct. ; 

Mr. Javits. Would it not be to our interest to build up the lending _ 
power of the bank materially beyond where it is today, right in con- 
nection with this bill? ; 

Mr. Foster. I am not certain that would:be so because I think 
one of the problems of the bank is to find bankable projects. I think 
they have the capital available to meet tho bankable projects so far; 
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the bankablo projects again being limited by the availability of goods 
and equipment. 

Mr. Javits. As I recall tho report of the International Bank—and 
you will correct mo if I am wrong—thoy say that if the ECA operation 
should stop, or when tho ECA operation should stop, thoy feel there 
will bo a much greater demand for loans from them. 

Mr. Foster. I think that is a possibility in that there may bo a 
tendency, when there is grant moncy availablo, to walk away from 
having to borrow it. J think that is perfectly possible. I do not 
think anyono can predict or state positively, however, whether that 
amount 1s substantial or not. There aro many advantages in this 
sort of grant program through which we can obtain action on the 
part of these governments which is in lino with our conception of an 
ceconomic dovelopment program for the long-term improvement. 

Mr. Javits. Is it fair to say, therefore, that the grant monoy is 
largely what is called seed monoy; that is, it forms the basis on which 
loans may later be mado, provided thoro is adequate technical com- 
petence in tho country to prepare loan projects? 

Mr. Fostmn. I think that is a fair statement. 

Mr. Javits. So that, as we go along, the demands on us to do the 
job needed to bo dono in the freo world can be materially reduced, 
especially in these underdeveloped areas, provided that the Inter- 
national Bank is ready more and more to step in and mect the demands 
which are created by our present basic activity? . 

Mr. Foster. That is a fair statement. 

Mr. Javits. Do you not think under those circumstances we ought 
to do everything possible to build up the capital of the bank, if it 
would not mean building it up with our own money? , . 

Mr. Foster. I think that would be a desirable thing certainly to 
do, because as these conditions improve then you will havo greater 
calls for these bankable projects on tho International Bank. 

Mr. Javits. Has the ECA mado any study of merging the bank 
and tho fund? We have somo billions of dollara tied up in tho fund 
which has a peared to mo for a long time to be close to sterile. 

Has the ECA thought through, as part of its long-range responsi- 
bility, the consequences to this whole program of merging the fund 
and the bank, and increasing the resources ofjthe bank by somethin 
in the area of 2 to 4 billions*’offdollars without costing tho Uni 
States taxpayor any money? 

Mr. Foster. No, sir; wo have not. 

Mr. Javits. Will you give us your comments on that? 

Mr. Foster. Yes, sir. 

Mr. Javits, Tho bank has"expressed itself, as has the fund and the 
Secretary of the Treasury. This is my firet opportunity,to bring the 
question up with ECA. Thank you, Mr. Chairman. 

Chairman Rrcnanps. Mr. Javits, do you have any further ques- 
tions? Does anybody else want to anything while we are in 
open session, for the record? ; 

Mr. Javirs. I had one other question. I did not want to take the 
committeo’s time. 

Chairman Ricuarps. Go ahead. ; 

Mrz Javits. We have all seen the International Devclopment 
Advisory Board [Rockefeller] report, which makes a great many 
dotailod recommendations as to this wholo program that ECA is 
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proposing. Yet, itis very hard to trace in what is paler uested for 
tho coming fiscal year the impact it will have upon tho ECA program. 

Would it be useful to us, Mr. Foster, cithor in writing or at this 
time, if you would show us what effect, if any, this report has had on 
what you are now proposing; and, if it had no effect, why not? 

Mr. Foster. Well, Mr. avits, I can stato that we wero very closely 
in touch with that report while it was being written. We think that 
many of the suggestions have great usefulness. 

If you would like us to submit some written comments as to how 
it would affect us if it wero put into operation in that form, I should 
be very happy to submit them. 

Mr. Javits. More than that, I would like you to submit any point 
where you have utilized the recommendations of the report, in what 
noe is proposing to us this year, or, if you have rejected them and, 
if so, why 

Mr. Foster. I will be happy to submit that. 

(The following information has been submitted for the record:) 


Paosism OF CONSOLIDATION or INTERNATIONAL BANK AND FUND 


The International Bank for Reconstruction and Development and the Inter- 
national Monetary Fund were set up for two distinct purposes. The Inter- 
national Bank was established to make long-term loans for reconstruction and 
development, It has been carrying out this objective and should be encouraged 
to play a major role {n international investment in the future. The Monetary 
Fund was established to deal with matters of foreign exchange policy and to aid 
in stabilising exchange rates. Asa matter of policy the United States Government 
has op substantial use of the fund’s resources In recent years of serious 
structural imbalances {n the payments positions of its members, The fund has, 
however, played an {mportant role with respect to exchange rate polloy and action 
and with respect to other retated financial responsibilities. 

A merger of the two institutions would not, In the opinion of ECA, be advanta- 

us and might lead to changes sponsored by other members which would be 
etrimental to our interests. As far as the staffa of the two organizations are 
concerned, thelr separate identity is useful in carrying out operating reapon- 
albilities. As far as financial resources are concerned, there would be no obvious 
advantage to a merger and certain adverse developments might follow from such a 


merger. 
ASy Lagcapeestir A $2 billion of our subscription to the fund remains unutilized, 
pictly as a result of the policy decisions of the United States Government. It is 
é@ that this money has been appropriated by the Congress and, if it were trans- 
ferred for use by the International Bank, would represent an [ncrease in dollar 
loan funds without additional appropriations by the Congress. The use of these 
dollar resources either through the fund or bank would represent an additional 
cash claim on the United States Treasury. The measure of the ultimate cost to 
the United States taxpayer {s the net utilization of these resources without repay- 


meat. 

The International Bank should be able to carry out an expanded program 
without difficulty. The bank now has loans outstanding of approximately $1 
palin, ta tee ee ree ao ene ee neon made ree to ibe 

or len urposes u e Un ment 0: reen 
alnat its total subse tion of $3,175 million and through the sale b the bank 
of approximately $3800 million of bonds to private Investors. The bank has had no 
trouble finding a market for these bonds and could presumably sell substantially 
more. I¢ is of the utmost importance that the bank have fuuds available to carry 
out ite responsibilities, but no problem of dollat availabilities appears (9 exist 
at the present time. 
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Conrormity of Mutua Security Proaram Witt tik Rerort oF tHE [NTER- 
NATIONAL DEVELOPMENT ApvreoRY Boarp (RocKEFELLER Report) 


The report of the International Development Advisory Board has been an 
important constructive influence in the formulation of the Mutual Security 
Program now beforo the committee, and this influonce is reflected throughout the 
ptograin submitted. Morcover, this influence will continue to bo felt in the 
actual carrying out of tho program during the course of the coming fiscal year. 

‘rhe conclusions of the Board were at three major levels: (1) Broad comments 
on the approach, objectives, and philosophy of United States Government pro- 
grams in the underdeveloped areas of the world; (2) goneral recommendations on 
the financing, over-all organization, and content of United States programs in 
these arcas; and (3) specific observations on matters of internal organization of 
ald agencies and procedures for implementing the program. 

ECA’s general approach to the problem is similar in many respects to the 
recommendations of the Board. For example, the Board reported its feeling 
that “strengthening the economies of the underdeveloped regions and an improve- 
ment of their living levels must bo considered a vital part of our defense mobiliza- 
tion.” This is exactly the approach reflected in the proposed Mutual Security 
Program for the areas involved. ’ 

The second typo of recommendation was summarized by the Board in nine 
points. The specific status of each of thoso in relation to the present program {s 
as follows: 

1.A Propriation of $500 million in economic assistance to underdeveloped areas.— 
Since the Mutual Security Program estimates include substantial sums for direct 
emergency reliof purposes not contemplated by the Board, and do not provide 
for additional funds for public-works loans as recommended by the Board, the 
coverage of the two figures is not identical, However, the program submitted 
is on & somewhat smaller scale than the Board recommended. 

2. Creation of an over-all agency for foreign economic operalions.—This 1ecom- 
mendation is under active consideration in the executive branch and is, of course, 
subject to determination by the Congress. ECA’s views on this subject have 
beon covered In earlier testimony. 

3. A realistic program for strengthening the economics of the underdeveloped areas 
and improving living standards.— his is contemplated in the program submitted. 

An all-out food-production drive.—Increase {n food production is one of the 
major aspects of the program in the underdeveloped areas. The targets set by 
the Board are, of course, for longer-range development. 

5, A development program for strategic maleriate—Such a program is con- 
templated in the act under consideration and in the pending extension of the 
Defense Production Act. The executive branch is actively considering possible 
means of centralizing responsibility for this program within the Government 
and further intensification of the program. 

6. A policy for assuring the underdereloped areas essential imports.—A poliey 
statement on this subject was Issued by the Director of Defense Mobilization on 
May 25. This policy statement has been supplied to the committee In the course 
of testimony given by Mr. Foster, . 

7. Creation of a new International Development Authorily to help finance public 
works.—In ECA's view the advantages of this proposal under present conditions 
are not sufficient to offset the difficulties and disadvantages of establishing a new 
international fund. 

8. Adoption of a general | principle that assistance programs should provide for 
cooperalire local services and financing.--This approach is contemplated as a 
general principle in all of the recommended aid programs. In practice, United 

tates funds will, in almost all cases, represent only a relatively amall proportion 
of the total funds going into any particular type of activity. I¢ must be recog 
nized, however, that some of the governments of underdeveloped areas are in 
euch & weak financial condition that their contributions cannot be on a very large 
scale. 
9. A program to increase United States private investments in foreign countries.— 
It fs contemplated that present guaranty and related programs will be continued 
and that every effort will be made to encourage and stimulate private investmonts 
and private enterprise. Because of the present state of military insecurity In 
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many of the underdeveloped areas, {t [s, of course, very difficult to attract private 


capital. 

Tho third group of the recommendations of the Board on specific points of 
organization or procedures ‘are under consideration In the executive branch in 
connection with pending organizational decisions. 

Mr. Roosevett. Will the gentleman yield? 

Mr. Javits. I will yield. 

Chairman Ricuarps. This is open session. 

Mr. Rooseve tr. If I get the tenor of your request, it is to ask a 
Government agency whether this Presidential commission has foisted 
its program upon an existing Government agency. 

I think it is the other way around. I think the Rockefeller report 
probably gained a great deal from the work and the experience of the 
existing Government agency. 

Mr. Javits. May I answer that? Tho International Development 
Advisory Board was appointed pursuant to an act which we passed for 
technical cooperation, and Mr. Foster has been speaking constant] 
of technical cooperation and the development of raw materials with 
both of which the report deals. 

This Board was created and made a report. Are we not entitled 
to know whether the findings of this high-lovel Board have had any 
effect whatever upon what the ECA is proposing to us this year, 
either pro or con? 

That is all I am asking. 

Mr. Roosgvetr. I think you might reword it a little bit, whether 
the program that is being recommended this year in the estimation of 
the ECA jibes with the Rockefeller report. 

Mr. Javits. That is fine. - 

Mr. Roostvett. I do not want the ECA to tell Mr. Javits that at 
the request of Mr. Rockefeller’s committee we have taken on this and 
this and this. I think probably the Rockefeller report had genesis in 

e . 

Mr. Javits. You have phrased it before exactly as I had it in mind. 

Mr. Roossevett. Perhaps it is a matter of face. 

Chairman Ricwarps. Mr. Foster, before the public phase of this 
hearing is closed, I want to ask you if you will do this: Put a state- 
ment in the record of the different steps that the European nations 
have taken in the field of economic unification and cooperation. 

There has been a lot of talk about improved European cooperation. 
I would like to have in the record for the benefit of Congress itself a 
list of the things they have done that you think have been helpful. 

Mr. Foster. We will be happy to do that. 

(The following inform tion has been submitted for the record:) 


European Liconoxutc CoopeRATtiION AND UNIFICATION 


The countries of western Europe have in the fast few years taken a number of 
highly significant steps in the direction of cooperation and unification in the 
economio field. Some of the prinelpsl steps are: 

1, European Payments Unjon.—The European Payments Union is a substantial 
step toward unification In the field of International payments. ‘The European 
Payments Union makes European currencies transferable so that the funds which 
a country earns by exporting to one of its nelghbors can be used to purchase 
imports fn any of the other member countries. ‘The European Payments Union 
also provides for substantial amounts of mutual aid since creditor countries 
automatically extend credits to the European Payments Union while debtor 
countries borrow from it. The managing board of the European Payments 
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Union has played an inereasingly active role in reviewing the payments positions 
of the member countries. It has made recommendations to member govern: 
ments in some cases of a far-reaching character, and these recommendations have 
had great weight with the governments of the member countries conecrned. 

2. Trade liberalization.--The members of QOQEEC have undertaken as an even- 
tual goal to remove quota restrictions which at the outset of the European recov- 
ery program applicd to almost all of their imports from cach other. About 
three-quarters of the trade within western Europe is now free of such restrictions. 

he Schuman plan.—Six western European countrics have signed the 
Schuman plan which cails for a pooling of their coal and stcel resources, the 
establishment of a single market free of tariff or other trade restrictions on coal 
and steel products within the six countrics, and the establishment of a supra- 
national high authority to maintain and regulate the single market. The Schu- 
saath yen Preaty was signed in Paris on April 18, 1951. It has not yet been 
ratificd. 

4. Other OEEC activitics—-Kighteen western European countrics have signed 
the Convention for European Eeonomice Cooperation which pledged them to 
cooperate in a common recovery program and establish the Organization for 
European Economie Cooperation. In the OKEC, in additfon to the European 
Payments Union and the trade-tiberalization program, they have engaged in a 
aay of cooperative activities among which the following are particularly 
significant: 

(a) OEEC conducts a searching arnua! review of the internal financial situation 
in cach tember country. Thus through the Organization, member countries 
can make coinmon cause in resisting inflationary and defationary tendencies. 
This “harmonization” of-their policies furnishes the fundamental basis which 
makes possible balanced progress toward progressive relaxation of exchange and 
other commercial reatrictions within PAIrOpe: 

(0) Through OEEC action the discriminatory practice of dual pricing on com- 
modities in intra-European trade has been very much reduced. . 

() OEEC has prevented any reintroduction of demands by Européan sellers 
for dollar payment on goods supplied to European purchasers despite the renewed 
scarcity of many of the many classes of export goods. 

(d) OEEC has undertaken to prevent the export restrictions which sprang up 
in Europe after the Korean crisis from being applied in such a way as to interfere 
with the continued meeting of essential requirements in other countries for the 
commodities subject to restriction. 

(e) The OEEC has collected full information, in the case of comniodities which 
have become scarce since Koreas, on the pepe and the measures of contro! in 
each of the member countries. On this basis the QEEC, through its representa- 
tives to the International Materials Conference, is able to give a coordinated ac- 
count of the actual situation in purere and the views of the Organization on the 
possibilities of useful joint action. It has also been recommending to the Euro- 
pean governments the periodic allocations of coal which would best meet, so far 
as available supplies permit, the most urgent needs in Europe. 


Mr. Jupp. I have one short question for the record. On page 3 of 

our statement you say that the productive capacity of Western 

urope, including their basic resources, is roughly 1% times that of 
Russia and her European Communist satellite states. 

Can you give us an estimate of how much of the productive capa- 
ay in each case is devoted to defense measures? 

fr. Foster. I think we can, sir. I will have to submit that for 
the record. 

(The information referred to appears in the appendix.) 

Mr. Jupp. Western Europe may have 1% times; but, if it is putting 
in only half as much of its production for defense, we arc not ahead; 
wo aro behind. 

Mr. Foster. I think I have talked here in the terms of potential. 
Of course, the Russian statistics are not very good. They devoted a 
substantially higher percentage of their resources to defense than did 
either Western Europe or ourselves. 

85708—8i1——-16 
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Chairman Ricuarps. This will end the public session. Most of 
the members know that Mr. Dulles will be here at 4 o’clock. He has 
to leave at 5. We have only 20 minutes for executive hearings. 

Mr. Vorys. Are we off tho record? 

Chairman Ricuarps. We are in executive session. 

(Whereupon, at 3:40 p. m.. the committee went into executive 
session.) 

(The following was submitted for the record:) 


Tae Secrerary or DEFENSE, 
Washington, July 12, 1951. 
Hon, Jauzs P, Ricnarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricwarps: As you will recall, when I was testifying on July 2, 1951 
before the Committee on Foreign Affairs, Mr. Reece, at your suggestion furnished 
me with a Uist of questions which he had prepared for answers in executive seasion. 
I direct your attention to page 262 of the stenographic transcript of the hearings. 

Information in response to Mr. Reece's first question with reapect to the pro- 

armed-service budget has already been furnished to you. In response to 

r, Reece’s question concerning the portion of the economy of our allies which is 

oing for defense purposes T am enclosing a copy of a chart previously furnished 
the committee staff whfch gives auch Information for each NATO country. 

The Joint Chiefs of Staff have examined the questions that are within their 
purview, and it appears that the moat effective means of answering these questions 
woull be for the Chairman of the Joint Chiefs of Staff to cover such matters in 
executive session. General Bradley is prepared to furnish the committee, in an 
off-the-record executive session, a comprehensive résumé of our long-range plans 
which should fully answer those of Mr. Reece’s questions which are military in 


nature. 

As several of the questions are within the purview of the Department of State, 
Assistant Secretary of State George W. Perkins advises me that he will cover such 
matters when he appears before the committee to testify on behalf of title I of 

@ bill. 

If I can be of any further service to you or your committee, please do not hesitate 
to call on me, 

Faithfully yours, 
G. C. Marsaaut, 
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Defense expenditures and gross national product 
(Millions of dollars. Prewar in 1950-51 prices; post war In current prices] 


Expenditures and gross national product In country's own 
fiscal year 


Fiscal 
County 1988 1049 


fense ross Defense 
erpend- | national | Percent | expend- 
1] itures 


—— ee oe 


i 165 6,316 26 i” 6, 368 25 
1 5 2,619 2 3 2, 806 L.§ 
1 1,68/ 2,21 7.3 1,386] 2734 61 
1 74] 13,285 6.0 475} 13,819 24 
i & 4,004 1.5 183 4,656 40 
A 16 1,400 1.1 49 1, 698 29 
1 1,878 23 47 1,634 1.4 
1 2,136] 32668 65 3082 | 36,197 &8 

&8 4,426 | 90,202 49 

4 30 6,331 2¢ 

2] 13,000; 261,304 51 


1 2.6 4 
a | 1.5 27 
1 69 93 
1 42 &7 
1 46 &4 
i 33 a7 
i 23 23 
r 57 &8 
5&3 7.6 
oneres goosdtardseceessss 44 1s &3 
United States... 2 or Tn 18 30, 141 
Comparative capactly to bear defense cost: Europe and United States 
: (United States fiscal year 1051-52 data] 
Total gross national product: 
European NATO.......-..---0---------- eee eee e nee $104, 802, 000, 000 
United States <5. 222 oes cs kehece sso encecece $330, 000, 000, 000 
Per capita gross national] product: . 
European NATO.......-...-------.-------- eee ee eee $597 
: vee States aaiaiccass Sg a $2, 143 
ercent of gross national product spent on defense: 
European NATO........---.----------- 2-2 eee eee eee 7.6 
United States... 2.2 cece toe ete ease see ee oe 14.1 


Per capita gross national product remaining after 1951 defense 

expenditures: : 
ropean NATO. 222-2 Seco so28 Sete ds west es $552 
United States «2225. esac ees ccc oecsecescceee cs eees $1, 840 
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Taxation 
(United Statca flecal year 1031 $2 ctsta} 
Esthuates of total taxation from esttmates of (otal taxation from 
all lovels of Government as a all levels of Government as a 
pereent of gross national prod- percent of gross national prod- 
uct: Percent uct-—Contlnued Hercent 
Fc 10.6 NGRWAY 3 oc5 SCs edeee eile. 31.8 
Denmark........ epoct obs oe IWS Portugal... 0.00.02 eee ee 4 
Franco... cece cece wen eens 27. 3 United Kingdom. ......-.-. 33. 7 
Halves ccecec tees eols a- 240 United States tooo... eee 26.2 
Nothorlands........4-. wens 2R4 


UUnltal States figure fnchkatca propel lax Incterse, 
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THURSDAY, JULY 12, 10651 


Ifovsr OF REPRESENTATIVES, 
Comairren on Forrnian A¥ratns, 
Washington, D.C. 
Tho committes met ian Che Houso Foreign Affairs Committee room, 
the Capitol, at 10 a, m., the Hon. dames PL Riekards (chairman) 
presiding. 
Chairman Rrewarps. The committee will come to order, please. 
Ladics and gentlemen, wo have as our next witness in these hearings 
Mr. Thomas D. Cabot, Director of International Security Affairs, 
Dopartment of State. 
tr. Cabot, do you havo a prepared statement? 


STATEMENT OF THOMAS D. CABOT, DIRECTOR, INTERNATIONAL 
SECURITY AFFAIRS, DEPARTMENT OF STATE 


Mr. Canor. Yes, Mr. Chairman; 1 have a statement here whiels is 
rather long. 1 think all members of the committeo have copies of it. 
1 would like lo suggest that the first part of it, inasmuch as it deals 
with rather techiiieal alton wo could skip and read the second part. 

If anybody wants to hear all of it, I will be glad to read Uhat. 

Chairman Ricnanps. Let us get the opinion of the committee on 
that. Wo havo time. Mr. Cabot said his statement was necessarily 
long on recount of the discussion of the organization, It may be 
better to have the whole statement rend. Tt will be placed in the 
record, anyway. 

What does the committee say? 

Mrs. Bouton, Where does the second part begin, on page 14? 

Mr. Canor. Yes. ‘bho first part deals with the changes from the 
present legislation Chat are in the new Mutual Security Program, tho 
changes in the law. Tho second part deals with organization and 
administration. 

Chairman Ricianps. Mr. Cabot, how long will it take to read that 
statement? 

Mr. Canor. Jt would take, the whole of it, F would estimate about 
25 ininutes. 

Chairman Rienanps. I think wo had better have the whole state- 
ment, What does the caminittees say? 

Mr. Mansrirtip. | think so, Mr. Chairman. 

Mr. Saati. Wo go in at HL o'clock. 

Chairman Ricans. We meet at H. Mr. Cabot will probably 
havo to come back, anyway. Wo have permission to sit until we are 
called down there. Let us go as far as we can go with the whoto 


statement. 
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Mr. Cabot, before we go into that, will you tell the committee, 
please, what your job and your functions are? 

Mr, Eaton. If any. 

Mr. Casor. I am Director of International Security Affairs. I 
have been here only a short time, 6 months. I am a businessman, 
really, or was. I resigned from my business connections when I was 
confirmed by the Senate. 

Mr. Barrie. Is your old job still open? 

_ Mr. Casor. I think I might return to my previous occupation, yes, 
sir. 

Mr. Herter. I think Mr, Cabot ought to tell us what his business 
connections are. He is a constituent of mine. 

Chairman Ricnarps. Can you say a good word for him in any 
other respoct? 

Mr. Herter. I certainly can, and I would be glad to. 

Chairman Ricuarps. Mr. Cabot, wo are talking on light lines, but 
we do like to know the background of a man who has come into the 
Government. 

We know that you did not need a job, did nut seek this job, but we 
would like to have you tell us your business and administrative back- 


und. 

Mr. Canor. My whole business life has been as a manufacturer of 
carbon black, with plants mostly in the southwestern part of the 
United States—Texas, Oklahoma, Now Mexico, and Louisiana. 

I also have served as a director of the United Fruit Co. and 1 year 
as president of the United Fruit Co. Thus I have been familiar with 
big business as well as moderately small business. 

have been in Government now only 6 months. I came here 
because somo of the organizational experts had suggested that the 
complexities of coordinating our Mutual Security Program, our 
oversea-aid program, required the skills of a businessman. 

That is due perhaps to the fact that it is an interdepartmental 
operation. It has three parts—the political, the military, and the 
economic. You have a three-legged stool, you might say, and I am 
located as the seat. 

I am the coordinator of the three parts of the program—the eco- 
nomic, the military, and the political. My statement deals with tho 
need for coordination. I do not think I need to summarize that now. 

Mr. Eaton. Do you think you have passed the need and accom- 
plished any coordination? 

Mr. Casor. Yes, sir. I think I can point with some pride to what 
wo have been able to do in terms of coordination. 

We have 8 committee, the International Security Affairs Com- 
mittee, which deals with these problems of military and economic aid 
and the coordination between them. 

That committee has so far been able to resolve practically all of the 
problems that have been presented to it. None of the problems have 

ad to be referred to the President. One or two have been handled 
outside of the committee at Cabinet level.: 

Chairman Ricnarpvs. Thank you. Will you proceed with your 
statement, sir. . 

Mr. Capor. Shall I read the whole of it,. Mr. Chairman? 

Chairman Ricuarps. I believe we would like to have you read the 
whole statement. 
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Mr. Capor. Previous witnesses havo deserjbed the role which the 
Mutual Security Program is intended to play in furthering foreign 
policy objectives. Subsequent witnesses will discuss the problems 
of the four major geographic arcas of the world and will demonstrate 
tho specific ways in which the assistance proposed for each is adapted 
to make use of available resources in meeting these problems. 

I shall attempt to summarize end explain the full scope of our 
legislative proposals; and to describe the organizational and adminis- 
trative techniques through which we propose to carry out the entire 
undertaling 

I should like first to present a summary of our legislative proposals. 

We recommend that, in authorizing the program, you make the 
maximum possible use of the authority which is contained in those 
existing forcign-aid laws that have already stood the practical tests of 
experience. 

Therefore, in lieu of drafting an entirely new stdtute, we suggest 
that it would be wise to continue to employ the Mutual Defense 
Assistance Act, the Economic Cooperation Act, the Act for Interna- 
tional Development, and other pertinent laws, amending them to the 
extent necessary in order to adapt them to changed circumstances and 
to weld them firmly togetnee into a single legislative framework. 

We propose that Congress, by amending prior legislation and 
writing anpropyinte new provisions, deal with a series of substantive 
problems for which existing authority provides no adequate solution. 

The entire program has the primary purpose of providing resources 
which other freo nations do not have and which they require in order 
to resist Soviet is eat are The kinds and amounts of resources 
required differ markedly from region to region, and from country to 
country. Such differences merely reflect variations in the form of 
the threat and in the capabilities of different peoples, with different 
resources and skills, to mect the threat which imperils them. 

In some nations the fundamental need is immediate military 
strength; in others, the kind of social, political, and economic stability 
that will mako their socictics less open to Communist subversion; and, 
in the majority, some combination of all of these. 

The situation in a particular country may therefore require one or 
more of tho following: finished military equipment which can be 
immediately used by its forces; commodities which are necessary to 
sustain its underlying economy; raw materials or machinery which are 
essential to maximize local military production; technica) assistance 
to increase industrial productivity, or, as in the underdeveloped areas, 
to open horizons for new and improved social, health, and economic 
conditions; relief supplies to meet immediate and crucial emergency 
conditions such as those which have existed among the Palestinian 
refugees and which are to be expected in Korea; training in modern 
military techniques and weapons; or food, clothing, and fuel to support 
military forces which are necessarily larger than those which the local 
economy can possibly maintain without outside help. 

_ _Jtis obvious that, in any countey where two or more differont forms 

of resources aro required, it would bo folly to make judgments with 
respect to ono form of aid without reference to the others and without 
seeking that combination of all forms of aid which will best support 
our objectives in that country. 
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For another thing, it, must also be clear, given a country’s require- 
ments and its maximum capabilities in terms of materials, facilities, 
and manpower, that failure to provide resources in ono form frequently 
merely increases, sometimes very disproportionately, the amount of 
resources that must be provided in another form. 

For oxample, a reduction in the economic aid proposed for Europe 
would necessitate over the long term a subatantiat inerease in the 
military-cquipment, program, an increase which might greatly exceed 
tho amount of the reduction. 

Conversely, a significant cut-back in tho military-equipment 
program would require a step-up in the economic program, The real 
task, therefore, is to strike a proper balance between tho two so that 
for a specific amount of total assistance, wo achiove the largest 
increment in total European strength. 

This cannot be done if wo separate cach form of aid into separate 
isolated compartments. Our objective everywhere should be to 
capitalize, by a careful selection of types of aid and techniques, on 
the particular capabilities of a country with the minimum net demand 
on our own wealth, 

It is essential, in selecting the forms of aid to be provided, and in 
tho allocation of different types of resources between United States 
requirements and competing foreign claimants, that we undertake 
these tasks against the background of world-wide plans and through 
machinery which assures that the available quantities of cach typo 
of resource will bo employed so as to produce the largest possible 
increment in the security of tho free world. 

These things will bo difficult to do under any circumstances, and 
they will patently bo impossible of accomplishment if we Creat this 
program as a series of unrelated and separately administered under- 
takings, cach devoted to providing one particular type of resource 
for only one segment of our total objective. 

Our efforts to create military strength in critical foreign areas, and 
particularly in the North Atlantic Treaty area, are part and parcel 
of our own national security program. 

This relationship is also close in the case of other forms of aid 
because wo are dealing with personnel, materials, and equipment for 
which combined foreign and domestic demands exceed availabilities. 

Consequently, sound judgments as to those doméstic and icreign 
programs which should be emphasized presupposo 9 broad examina- 
tion of our total security requirements rather than the kind of dis- 
jointed and parochial approach which is inovitablo if each forcign- 
aid project is considered in isolation. i 

A final advantage of tho singlo program is the opportunity which 
it affords to the executive branch, to the Congress, and to the Ameri- 

-can public to gain a clear appreciation of the full scopo of our foreign- 
aid activities, 

A major question concerns tho extent to which we should rely 
upon existing legislative authority. The preparation of wholly new 
legislation is a long and complicated affair in which it is difficult, in 
apite of the most able and meticulous draftsmanship, to deal with 
all the problems which require treatment, or to do so in a way that 
will obviate the subsequent dovelopment, of major issues of inter- 
pretation. 
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Consequently, if we can, by simple amendments, uso existing laws 
for tho Mutual Security Program, such a course would have many 
advantages. Their scope and meaning are clear and understood by 
all concerned; they have, in general, met the test of experience; and 
a large number of people in this country and abroad are familiar with 
the procedures which have been developed for their administration. 

Moreover, perhaps 50 rather elaborate international agreements 
have been negotiated under the authority of these laws and have 
proved to be satisfactory instruments for our dealings with other 
countries, 

T believe that a partial inventory at this point of the legislative 
amendments which we propose will provide a useful buckersuitl 
during the remainder of these hearings. They fall into three 
principal classes: 

(1) those which give concrete recognition to the fact that the 
Mutual Security Program is a single program with several inter- 
dependent and mutually supporting elements; (2) those which increase 
the geographic coverage of the Mutual Defense Assistance Act, the 
Economic Cooperation Act, or the Act for International Develop- 
ment; and (3) those which amend provisions in the foregoing taws 
which are not entirely adequate ta meet a number of current problems. 

We have prepared a new statement of purposes which embraces 
the total objectives of the Mutual Security Program and which modi- 
fies, to the extent that. they are inconsistent with the objectives of the 
MSP, the purposes originally set forth in the Mutual Defense Assist- 
ance Act, (he Economic Cooperation Act and the Act for International 
Development. 

The new statement emphasizes the primary need for strengthening 
the collective defenses of the free world and the importance of develop- 
ing the resources of the free countries both as a foundation for military 
strength and in order to increase their ability to resist internal 
aggression. It recognizes that, in Europe, economic recovery need 
no longer. be given a priority over efforts to increase military strength. 

The new legislation should also recognize that no one can foretell 
the exact. course of events during the next 12 months and that the 
pattern of assistance which we are presently proposing may therefore 
need to be somewhat modified if it is to be responsive to changing 
requirements. 

‘onsequently, there should be authority to utilize a small portion 
of the funds which may be authorized for a particular type of assist- 
ance in one geographic area for the purpose of increasing the amount 
of the same form of assistance in some other part of the world. 

In the fluid state of current affairs, new emergencies may develop, 
and we must be in a position to respond to them quickly ard forcefully. 

Experience with the Mutual Defense Assistance Act has already 
demonstrated the importance of this type of flexibility. Specifically, 
wo suggest that not to exceed 10 percent of the amount made avail- 
able by Congress for a specific form of assistance in any one region 
should bo available to provide the same form of assistance in other 
regions, 

v Europe, where the interrelationship of military and economic 
aid is close, we recommend that a limited portion of the amount 
appropriated for economic assistance should be available to augment 
the amount appropriated for military assistance, and vice versa. 


238 THE MUTUAL SECURITY PROGRAM 


We should be in a position, if the opportunity presents itself, to 
capitalize to the maximum on European capabilities fur raising forces 
and producing munitions, even though this requires tho utilization 
of somo of the funds which are presently intended for military end 
items. If an additional dollar of United States economic assistance 
will result in European military production of a value several times 
such amount, its uso in this fashion certainly represents a better 
investment than its use for the procurement of military equipment 
in this country. 

Several other changes are also needed in order fully to integrate 
existing laws into the concept of a single program. Some of these 
have to do with the use which may be made of local currencies reccived 
as an incident to the operation of any present foreign aid legislation. 

We propose, for example, that any local currencies, regardless of 
the particular act under which thoy are generated, may be utilized to 
further the program asa whole. We also believe that Congress should 
explicitly authorize the use of counterpart to support the European 
rearmament effort. 

Finally, in recognition of the fact that we are here dealing with a 
single, unified program, wo recommend that the separate reporting 
requirements in each of the present foreign-aid laws be replaced b 
authority to file periodically under one cover reports concerning all 
of these operations. 

The second class of problems to which legislative attention should 
be given derive from the need to extend certain types of aid to new 
areas or countries. Since these needs have been adverted to by pre- 
vious witnesses and will be described in detail by thoso who will follow, 
I will simply list the more important of them. 

They are: (1) Authority, upon a finding by the President that 
certain conditions affecting our security exist, to extend assistance to 
free countries of Europe even though thoy are not members of the 
North Atlantic Treaty or-of the Organization for European Economic 
Cooperation; ; . . 

This would, among other things permit the provision of economic 
assistance to Yugoslavia. It would also, should this become important 
to the defense of the North Atlantic area, permit us to furnish military 
aid to a number of non-NATO countries with somewhat greater 
facility than is possible at present; 

. (2) Authority, again after a determination by the President that 

such action is important to the security of the United States, to 
employ 10 percent of the amount made availablo for military assistance 
to Greece, Turkey, and Iran, for the provision of this form of assistance 
to other nations in the near East; 

We must have the ability to move rapidly in this crucial area if a 
situation arises in which military aid will further the cause of the free 
world; 

(3) Authority to furnish a limited quantity of military assistance to 
other American Republics when assistance of this character will! 
further the performance by them of specific missions which are impor- 
tant to the defense of the Western Hemisphero; 

(4) Authority to make contributions to the United Nations Korean 
Reconstruction Agency, the organization through which tho difficult 
task of rebuilding the economy of that war-ravaged country will be 
undertaken; and , 
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(5) Continued authority to contribute a limited portion of the 
amount made available for economic assistance for the support of 
technical assistance programs to bo carricd out through the United 
Nations and the Organization of American States. 

The third class of problems requiring some form of legislative action 
arises from the inadequacy of certain provisions in existing foreign-aid 
statutes. 

In the first place, wo have reached the point where we should raise 
the present limitation, contained in the amended Mutua! Defense 
Assistance Act, on the valuo of excess materials which may bo trans- 
ferred as grant assistance without charge to military assistance appro- 
priations. The present limitation, based, as it was, on the availability 
of excess equipment in relation to requirements as of some 12 months 
ago, is no longer realistic. 

a. somowhat comparable problem has arisen in the administration 
of the reimbursable aid provisions of the Mutual Defense Assistance 
Act. The present law permits the United States Government to 
place military procurement contracts on behalf of other governments, 

ut limits the unliquidated value of such contracts which may be out- 
standing at any one timo to $100,000,000. Inasmuch as the Canadian 
Government, which is paying cash for all the equipment which it must 
obtain in the United States, while at the same time making substantia] 
grants of military equipment to other NATO forces, has requirements 
which are three or four times in excess of this sum, this timit should be 
raised. We propose that it bo fixed at $500,000,000. 

The present reimbursable aid provisions have also confronted us 
with another problem which was not foreseen when thoy were re- 
written in the summer of 1950. At that time, the original law was 
amended so as to permit reimbursablo assistance to any nation which 
is not eligible to join established collective defense arrangements but 
whose ability to defend itself, or to participate in the defense of the 
area of which it is a part, is important to the security of the United 

tates. 

In the case of any such nation, the transfer of equipment must be 
preceded by adequate assurances that the equipment is required for, 
and will be used solely to maintain, its internal security or legitimate 
self-defense, or in order to permit its participation in area defense. 
These safeguards were, and remain, important. However, they 
overlooked the possibility that certain nations would need to purchase 
United States equipment in order to participate in collective United 
Nations actions. They have thus sometimes prevented the use of this 
form of reimbursable aid to furnish supplies required by foreign units 
under the United Nations command in Korea. We believe the re- 
imbursable aid provisions should be amended so that we can meet this 
type of situation in the future. 

Another important problem which should bo dealt with in the new 
legislation is that of acquiring local currency which is necessary to 
carry out foreign-assistance programs in the Middle East, south Asia, 
and the Far Kast, or which is needed to provide the local currency 
expenses of increasing the foreign production and availability of 
materials in which tho United States is deficient. This complicated 
problem will be fully covered by subsequent ECA witnesses. . 

There are also a number of problems of 8 primarily technical 
nature which deserve congressional attention. Ono results from the 
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fact that the North Atlantic Treaty Organization has certain expenses 
toward which each of the participating governments must contribute. 
These include the expenses of SHAPE, the Council of Deputics, the 
Defense Production Board, and other agencies of the treaty. While 
the presont Mutual Defense Assistance Act unquestionably provides 
the authority for United States contributions for this purpose, it 
seems desirable to make this authority more explicit. 

Another problem relates to the transfer of patents and know-how 
which are frequently essential to the initiation of military production 
abroad. Still other problems concern tho hiring, security clearance, 
and compensation of personnel] who aro needed to administer the 
program. 

e requests, as submitted to you, represent the culmination of 
nearly @ year’s concerted work in tho executive branch. This work 
has included: Determinations as to requirements; tho screening of 
requirements against availabiljties; a scrics of judgments concerning 
the relative importance of various regions and countries; and the 
development of illustrative programs of assistance. The product 
roflects tho best judgment of all agencics concerned with respect to 
the amounts and types of aid which should be furnished. I should 
stress, however, that the aid proposed will not fill requirements 
because these requirements exceed the resources which we can present- 
ly make available to mect them. Consequently, we havo done all the 
pruning that seemed possible without destroying essential activities, 

I want to reemphasizo that those of us who have developed this 

rogram do not claim omniscience. We are certain that our experience 
in tackling specific problems and the occurrence of events which we 
cannot now foresce will necessitate somo variations in our present, 
illustrative programs. It is this factor of futuro uncertainty which 
underlines the need for some flexibility in transferring funds among 
areas and, in certain instances, between economic and military 
assistance. 

It should be noted that the expenses of administering’ the entire 

rogram, including expenses incident to United States participation 
in international security organizations and expenses of domestic 
prograins under tho act for international development, would, under 
our proposals, be taken out of the sums which we have proposed for 
the European area. . 
All funds for economic assistance in the European ares, including 
assistance to further European military production, is included in the 
$1,675,000,000 which we proposo should be administered under the 
provisions of the Economic Cooperation Act. I point this out be- 
cause; in the past, funds for increasing munitions production abroad 
were authorized and administered under the Mutual Defense Assist- 
ance Act. Subsequent witnesses will explain the reasons for, and the 
consequences of, this change in approach, 

Finally, I want to stress that it is absolutely vital that unexpended 
balances of prior appropriations should continue to be avaitable. 
These balances have already been fully Proaramcd, and are in 
varying stages of use. The programs which we are now proposing 
fit onto, and assume the completion of, the projects and activities 
for which these balances have long since heen earmarked. Failure 
to provide this carry-over would simply necessitate an increaso in 
our present request by the estimated amount of these unexpended 
sums, 
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iI. ORGANIZATION OF THE PROGRAM 


I turn now to the general question of organization, and I wish I 
could offer you an easy, uncomplicated answer. On the contrary, lam 
forced to admit that in my many years of business experience I have 
never encountered an inherently more difficult problem. ‘There is no 
simple answer because tho conduct of foreign aid, no matter how you 
view it, is intrinsically complex. 

The problem is how to use the administrative resources of the United 
States Government to achieve at minimum cost the security which is 
the over-all objective of our whole foreign policy. ‘To get a maximum 
increase in our own security from the monoy spent under this program 
will require many skills and much wisdom. 

This is a matter which has aroused wide public interest. A number 
of important studies havo been made and thoughtful proposals 
advanced. I shall try to make clear what we propose and why we 
think the plan we are recommending is better than the alternetive 
proposals. No doubt some of the alternatives would be workablo, but 
our proposal has the advantages that it is proven by experience and 
that it is based on a logical analysis of the factors involved. 

Briefly, the plan of organization proposed to administer this program 
is as follows: : 

First. The administration of cach form of aid will bo the responsi- 
Lility of an operating agency especially equipped for and experienced 
in that porticular activity. For military aid, this will be the Depart- 
ment of Defense. For economic aid to support a defense effort, it 
will be the Economic Cooperation Administration. For aid in under- 
developed areas, to countries where the economic program consists 
primarily of technical cooperation and where the capital for essential 
economic development can be supplied without substantial United 
States grants it will bo the Technical Cooperation Administration in 
the Department of Stato. For those underdeveloped areas where tho 
United States program is primarily grant aid to finance needed capital 
development, ECA will administer the program, 

Second. The Secretary of State will be responsible for providing 
leadership and coordination to the program to make sure that its 
different forms are mutually supporting and are coordinated with 
other foreign policies and programs. 

Third, An arteraneney committee, the International Security 
Affairs Committee, of which I am presently chairman, will serve as a 
forum in which a balanced governmental judgment will be arrived at 
to pale the activities of the operating agencies. | 

ourth. Each operating agency will operato in the ficld with its 
own personnel or missions, who will work in close unity under the 
general guidance of the Ambassador in each country to assure that 
we speak with a single voice abroad. 

Fifth. Certain programs will be administered by special interna- 
tional agencies of the United Nations and other international organ- 
izations rather than by agencies of this Government. 

Theo basic premise in developing our organization, as you can sce, 
is that wo should use existing facilities and experience. Tho plan 
follows that now in effect which dates from December 19, 1950, 
man & memorandum approved by the President established my 
office. 
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Past experience has certainly demonstrated that the actual opera- 
tion of either military or economic aid—the mechanics of laying out a 
detailed program, of procurement or tho financing of procurement, 
and the follow-up on the use made of the aid—is a specialized job 
that requires a specially equipped operating agency which can give 
full attention to it. 

Determination of arms needs is a military determination and must 
be done by military men. Arms procurement and military training 
are also jobs for military men and should be the primary responsibility 
of the Department of Defense, as they have been under previous 
military aid programs. 

Similar Wy, the ECA has done a very commendable job in carrying 
out the Marshall plan. It has an effective team trained in economic 
and production problems and has a great fund of information on 
European production and capacities. To lose or impair the useful- 
ness of this team would set back the effectiveness of the economic aid 
portion of the mutual security program by many months, 

The basic problem of organization is how to tie together military 
aid and economic aid so that they will complement each other in 
operation and give most effective support to our total foreign policy. 

e primary objective of military aid is to arm and train the forces 
of friendly nations. Military aid has been the'responsibility of the 
Departments of Defense and State. The primary objective of eco- 
nomic aid has been to promote economic recovery and economic 
development. The greatest part of our economic assistance has been 
administered by ECA. Now most economic aid for Europe will be 
directed toward the objective of increased milita production, and 
to help sustain economies strained by stepped-up defense effort. 

Increased European military production is of great importance to 
the American taxpayer. This increase is unlikely if we do not enforce 
the policy of eliminating from arms aid those items which can, within 
a reasonable timo and at reasonable cost, be produced in the recipient 
country. No country is likely to go to the trouble and expense of 
producing what it can get from us free of charge. Therefore, when 
the arms requirements of a country have been determined, they are 
screened so we will not furnish items which should be produced either 
in the recipient country or a neighboring country. en necessary, 
economic aid is adjusted to help the recipient carry the added burden 
of producing, or buying from its neighbor, items screened from the 
military aid program. 

It is evident that we cannot carry out this policy and get countries 
to build up their own production unless the arms and economic aid 
programs are coordinated. The logical place for coordination respon- 
sibility is in the Department of State, where the two programs meet 
and where each must of necessity be coordinated with the over-all 
foreign policy of the Government. . 

The position of our ambassadors and their relations with the Secre- 
tary of State require that we have a coordinating responsibility for 
aid if the Ambassador is in fact to have a primary role in the relations 
with the country to which he is accredited. . 

The need for either military aid or economic aid depends on the 
part a country is expected to play in the mutual security plans, the 
size of the forces it should maintain, the mission of these forces and the 
political and economic factors which condition its efforts. Judgment 
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cannot be made solely on military or on economic or on political 

unds, It must embrace all of these. It must be a composite 
Judgment to which the Defense Department, the State Department 
and the ECA all contributo. 

Foreign aid must also be judged in relation to other instruments of 
our foreign policy. All aid can be useful in determining the courses 
recipient governments will take toward mutual security, including 
larger defense budgets, forces and production. The United States 
does take into account the willingness of other governments to make 
their own contributions to mutual defense. 

These contributions take many forms in the economic, political 
and military field—not all directly related to the mutual aid program. 
Wo must use our total effort, including our aid programs, effectively 
and avoid exhausting it on objectives of low priority. To do this, our 
negotiations must be coordinated so that all aspects of our relations 
with the recipient country harmonize with and contribute to our gen- 
eral foreign poliey objectives, particularly in tho international secu- 
rity field. Often our aid programs are in large part designed to supply 
the United States contribution to the collective security effort, tho 
nature of which is determined through multilateral negotiations in 
NATO or some other international body. 

Although the total of aid is used for the total of our objectives, one 
cannot first determine the total and then divide it between military 
and economic aid, for economic and military aid needs are determined 
by entirely different processes and have different significance. 
Primarily, the process of determining military aid is to determine 
what arms are needed for the forces committed to our mutual security 
and when these arms will be needed. The timing of appropriation 
and obligation of funds for arms is different from the timing of de- 
liveries of arms. This is due to variable time between placing the 
order and gotting delivery of items of varying complexity. It is thus 
not feasible to allocate arms aid at the time of obligation in the same 
manner as with economic aid. 

Military aid and economic aid have a quite different significance 
per dollar. In fact, we have not told recipients the dollar value of 
military aid. Some items from surplus are valued at a small fraction 
of the cost of similar items from new procurement. To bargain with 
military sid on a dollar basis would jeopardize our whole security 
program. We cannot afford to deny weapons to forces which des- 
perately need those weapons. To do so would sacrifice our own 
security. 

Military aid and economic aid must be considered separately but 
related each to the other. A composite judgment is necessary to get 
maximum effectiveness in support of national policy. Although the 
Department of State will be charged with the responsibility for co- 
ordination of aid under the probored Mutual Security Program, this 
does not imply direct control. It is expected that aid will be coordi- 
nated through the International Security Affairs Committee, on which 
the three agencies—Defense, State, and ECA—will be represented 
(also, Treasury and Mr. Harriman’s office). 

Agreement in this committee must be unanimous, Failing agree- 
Ment, matters can be referred to the Cabinet level, or to the Presi- 
dent. Actually, experience of the last 4 months has shown a remark- 
able degree of unanimity in the committee. The committee has, in 


244 THE MUTUAL SECURITY PROGRAM 


fact, been able to resolve its’ problems without reference to the 
President. 

A relatively small but quite important clement of the Mutual 
Security Program is economic and technical aid to the underdeveloped 
areas. Tho purpose of this part of the program is to build strength 
in those areas by helping the peoples to mako progress toward a more 
stable and productive society. This is as truly a phase of mutual 
security as military aid or economic aid to support a defense effort. 

This activity requires an organization which can furnish technical 
advice and assistance in dealing with the problems of farm and village 
life predominant in those areas. We have such an organization created 
especially for this purpose in the Technical Cooperation Adininistration 
which has been set up to administer the point 4 program. ECA mis- 
sions in the Far East are cArEyang on programs with essentially the 
same purpose. The distinguishing feature between these two whaaes 
arises from the varying ability of the countries concerned to supply 
capital for economic development. 

n some areas development capital is available from local sources, 
from outside private investment, or from public tending institutions, 
such as the Export-Import Bank and the International Bank. In 
those countries the form of organization required is one which can lay 
out jointly with the country authorities an effective economic develop- 
ment program and can then supply the essential ingredient of technical 
know-how. In other countries an organization is required which is 
able to administer supply and construction activities on a considerable 
scale in addition to the foregoing. Asa general rule, TCA will admin- 
ister the underdeveloped areas program in the former countries and 
the ECA in all other countries. 

It has been suggested by some who have studied foreign aid that 
our program should be administered by a single agency. This sounds 
attractive. We all know that a single authority is usually the best 
way to get things done. However, we must bear in mind that a major 
part of this program involves three elements, three skills and three 
responsibilities—military, economic and political—which are presently 
in threo different departments of the Government. If authority were 
vested in a single agency, it would still be necessary to coordinate the 
three elements. It is hardly conceivable that the program could be 
run without coordinating it with the work of the’ Departments of 
Defense and of State and with the ECA; and the Treasury Depart- 
ment must concern itself with the effect of the program on finances. 
However we organize, it would be necessary to coordinate the work 
with several agencies besides that responsible for operations. A 
coordinating committee would exist, in fact, whether formalized or not. 

At the start of the Mutual Defense Assistance Program in 1949, it 
was recognized that military and economic aid were @ means toward 
our foreign policy objectives, and Congress established the central 
responsibility in the President, who designated the Secretary of State 
to coordinate and give central leadership... The close relationship of 
our aid to our participation with other nations in the North Atlantic 
Treaty Organization and in other collective security arrangements was 
obvious. Now that NATO has become established with its Council 
of Deputies in permanent session under the chairmanship of Ambassa- 
dorSpofford and with permanent boards concerned with economic, mili- 
tary, and production problems, it has become necessary to coordinate 
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our participation in these activities which are the concern of several 
departments of our Government. Theso activities are, of course, 
closely related to our aid programs. In Europe, the United States 
representatives have also neeted coordination and the European 
Coordinating Committee (ECC) has been established. 

In order to show you the relationship of these various United States 
committees and of the NATO bodies with which they deal, we have 
prepared some charts, and with your indulgence, I beg leave to show 
them to you. 

Tam sorry, Mr. Chairman. They are behind your head. May I 
ee 2 these charts now, and you will have to turn around, I am 
afraid. 

Chairman Ricuarps. Yes, sir. 

Mr. Canort. Tho first chart shows tlic iy organization of the 
NATO. I do not want to imply that this is necessarily the final 
organization. There have been several recent chanyes since | came 
to Washington, but I might go through this with you. 

At the top we have the Council itself, which sits cither as the For- 
cign Ministers or Defense Ministers, or other ministers, as appro- 
priate That Council, as you know, is not in permanent session. It 
1as ordinarily met several times a year, but has not yet met in this 
calendar year. We have hopes that we can have a meeting in the 
next few months. 

In permanent session under the Council is the Council of Deputies, 
and it is under the Council of Deputies that most of the problems on 
which we need international agreement are now handied. Am- 
bassador Spofford is the American representative on the Council of 
Deputies and its chairman. 

Under the Council of Deputies we have a number of permanent 
committees. I will take them in this order: 

First, the Defense Production Board, of which Mr. Batt is the 
American member. Under this Defense Production Board there is 
a staff of people who serve in an international rather than a United 
States capacity. The head of that staff is Mr. Herod, former presi- 
dent of the International General Electric Co., a businessman with 
great skill in the field of production. ‘The staff is recruited from the 
member nations. 

The Military Committee, which is, of course, of great importance, 
consists of the 12 Chiefs of Staff of the 12 members of NATO. It ob- 
viously can only meet very infrequently. In permanent session, how- 
ever, here in Washington in the Pentagon, is a standing group which 
is a sort of Executive Committee of the Military Committee. That 
standing group represents the United States, the United Kingdom, 
and France. The nominal members are the Chiefs of Staff of those 
three countries. Actually, it meets, however, as the Deputy Chiefs 
of Staff, namely, Vice Admiral Wright, of the United States; Air 
Chief Marshal Elliott, of the United Kingdom; and Licutenant 
Gencral Ely, of France. 

I might in passing point out that this is the top military body in 
permanent session andl is the source from which General Eisenhower 
and SHAPE in Europe get direction. It gives military advice to 
the Council of Deputies, which is also in permanent session, and gets 
in turn political advice from the Council of Deputies. 
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There is also here in Washington the Military Representatives 
Committee, through which eight of the other nine governments in 
NATO take part in this military planning. 

In Paris NATO has a Financial and Keonomie Board, whieh has 
recently been set up. It is only now getting organized under a 
French chairman, and Ambassador Wood is Tnited Statos repre- 
sentative. 

Mr. Vorys. Would vou stop there and tell us what that Financial 
and Economie Board does compared with OREC, and sa forth? 

Mr. Carnot. Certainly, Mr. Vorys. 

Presently tho Financial and Economic Board is making: studies of 
the cconomic impact on the members of NATO of the defense effort-— 
of getting into proper military posture. This task is what we call the 
burden-sharing oxerciso. We expect it will make recommendations 
to the Council of Deputics and give facts to the Council of Deputies 
which will enable the Council of Deputies to discuss burden sharing. 

The FEB is in a sense an inner cirele within OREC, whieh in the 
Rast considered haw the countries of Europe could best use United 

tates economic nid and in general coordinated European economic 
recovery. Tho two have no direct relationship to one another, 
however, and OEEC covers 16 countries, of which only nine are 
members of NATO. 

Mrs. Bontox, Mr. Chairman, will the gentleman vield? 

Chairman Ricrtarps. Mrs. Bolton. 

Mrs. Boron, I asked certain questions of Mr. Foster whiels he 
was kind enough to submit answers to in letter form. ‘Those have 
been put into the record, Mr. Vorys, with the history of this particular 
Financial and Economic Board. It is in the record, Mr. Chairman. 
(Seo pp. 107-168.) 

Chairman Riciwarps. You mean the questions you asked yesterday? 

Mrs. Bouton. Yos. They referred entirely to this, and — the 
answers take a littlo diferent slant from what the gentleman said. 

Chairman Riciarps. We would like to hear Mr. Cabot on that, 

Mrs. Botton. Of course, but IT am just advising you that it is in 
tho record. 

Chairman Rictarps. TI am glad you told me about that, Mrs, 
Rolton, because we were interested in that particular point yeaterday. 

Mr. Canot. Mr. Foster could no doubt tell you in greater detail of 
the work of the FEB, becauso that is really a primary responsibility 
of the ECA, that being the agency of our Government harass with 
administering United States cconamic aid to Europe and Ambassador 
Wood is, in fact, an ECA man. 

Thon we also have the Planning Board for Ocean Shipping, which 
I think describes itsolf. It plans tho problems of shipping, which will 
bo so important.in case of war, The Military Standardization Agency 
I do not think I need to dwell on since its title describes its function. 
Most important, of course, of tho organizations which wo aro reviowing 
is General Eisenhower's command in Europe, but we must not forget 
ws, aro other important organizations used in the NATO defense 
effort. 

I think that next one is wrong on tho chart. It shoutd bo 
SACLAN'T, which will bo headed by Admiral Fechteler if his appoint- 
ment is confirmed. 
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There is the Regional Planning Board for the North American 
Continent. Later we may have further commands under NATO. 

Would you like me to pauso for questioning on this chart before I 
proceed to the next one? 

Chairman Ricuarps. Are there any questions about that chart? 

Mr. Sant. Is there any sound reason why these agencies should 
be located in one central place, rather than have them scattered all 
over the world? 

Mr. Casot. There are plenty of reasons why they should, and 
there are also reasons that make it difficult to accomplish that. I 
think there arc a good many advantages to having them somewhat 
scattered. 

Mr. Jupp. I am a little puzzled by your description of burden 
sharing. You said tho FEB’s business is to deal with burden sharing, 
which of necessity consists largely of how to divide up American aid. 

Mr. Canor. Correct. , 

Mr. Jupp. That is, they decide how to divide up what they get as 
the result of our carrying the burden? I do not quite figure out how 
that is sharing the burden? ‘That is sharing the loot. It seems to 
me somewhat of a misnomer to call it burden sharing. Only one is 
carrying the burden. Why do you not say “aid sharing” or some- 
thing like that instead of burden sharing? 

Mr. Casor. It is certainly not expected that the United States 
will be the only nation which will give aid. The standard of living, 
as you know, js far lower in Europe than it is in the United States, 
and therefore it is to bo expected for some time the United States 
will be the major Nation in providing aid to the other members of 
NATO; that is, to its other partners. 

Mr. Jupp. Well, is its ultimate function to try to do what the 
name says, that is, share the burden, or is it just to divide up the aid? 
The two things are quite different. You use one name for another 

rocess. 

Mr. Casor. I do not think there is an exact difference, is there, 
Mr. Judd, between dividing up the aid of giving countries and the 
sharing of the burden among the whole 12 partners? It seems to 
me they are part of the samo general concept. 

Mr. Jupp. It seems to me burden sharing would be how to divide 
up the carrying of the burden, and not how to divide up the results 
of the burden that is being carried by one nation. 

Mr. Casort. I think it is how to divide the carrying of the burden. 
Yes; how carrying the burden will be an aid to the other countries. 

Chairman Ricuarps. Mr. Cabot, did you finish your prepared 
statement? 

Mr. Capor. Yes; I did. 

Chairman Ricuarps. I was following your statement orally, but 
I was not following you on your paper. You have finished your 
prepared statement ‘ 

Mr. Canor. Yes, sir. 

Chairman Ricuarps. If you will, will you go ahead and proceed 
with this other chart, because we will have to go down on the floor 
soon. We will question you a sittle later on that. 

Mr. Ssitn. I have something on administration, Mr. Chairman. 

Chairman Ricuarps. Do you want to question him on this chart? 

Mr. Smit. Yes. . , 
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On the question of overseas administration of the security program, 
Mr. Batt—and we saw him when we were on our trip—I imdersandl, 
is chief of our ECA mission in the United Kingdom, and he is also 
our United States representative on the Defense Production Board 
of NATO. That is correct, is it not? 

Mr. Canor. That is correct. 

Mr. Surry. As I understand it, Mr. Batt has two separate oflices, 
one in London and one in Paris. 

Mr. Canor. No,'sir. I do not believe he has any office in Paris. 
Tf so, I have not heard of it. 

Mr. Jupp, It is two offices in London. 

Mr. Saitn. He has two offices in London? 

Mr. Casor. That is correct. 

Mr. Sativa. What can be the purpose of that? 

Mr. Canat. Because he has two duties. One is as ECA Adtwunis- 
trator for England and the other is as United States representative 
under the Defense Production Board. Tho international ageney has 
an office in London, as does ECA. 

Mr. Jupp. ‘There was an announcement, I think last November, 
that ECA aid to England had ended. 

Mr. Canor. ‘The ECA mission to England has not ended because 
it has many duties. First of all. it has tho distribution of the sid 
still in the pipeline, and also ECA is still the claimant ageney on 
supplies, antl has various other economic functions in England. 

Chairman Ricuarns. We will go to the next chart if vou have 
finished with that one. 

Mr. Canor. Yes. 

Chairman Ricuanrps. I would suggest to the members of the com- 
mittee that I do not think we ought to suspend hearings this early 
this morning. We could drop down and answer the roll call. since 
it is a quorum call. 

Mr. Jupp. Why do they not tell us when they are in the well, 
and in 5 minutes we can all go down and come right back, 

Chairman Ricuanps. Suppose we do that. Mr. Crawford, will you 
let us know, and then we will come back if it is not too late. 

Mr. Crawrorp. Yes, sir. 

Mr. Canor. This chart, Mr. Chairman, shows the United States 
organization. ‘he previous chart showed the international organizn- 
tion, and this shows the United States organization by which we handle 
the Mutual Security Program and also handle our relations with 
NATO, and tho other countries with which we aro cooperating to 
increase our mutual security. 

I would start, if I may, at the country level. We have in cach of 
these countries a United States team. It naturally divides itself 
into several parts. The head or the leader of the United States 
team is our ambassador in cach of these countries. Wo might, for 
instance, take France. Ambassador Bruce, of course, is our Ambassa- 
dor to France. We also have an ECA mission chief in cach of these 
countries. Jn France it is presently Mr. Parkman. 

We also havo military teams. We call them the MAAGS—military 
missions or military assistance advisory groups-tho head of the MAA 
in France is now General Richards. “In France, but not in all of the 
countries, we also have Treasury representatives. 
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I wish to point out that these officials have different functions: 
the ECA chief being charged with the economic aid; tho military 
assistance advisory groups being charged with development of the 
military programs which, of course, they do in consultation with 
inilitary people of the country to which they are accredited; and tho 
ambassador being charged with our over-all foreign-policy relation- 
ships with these countries. 

Mr. Vonys, What are the Treasury representatives doing? 

Mr. Canor. They deal with the financial realtionships between 
certain of these countries and the United States. 

Mr. Vorys. What financial relationships? What function do they 
have separate from ECA? 

Mr. Canor. The Treasury carrics on continuous observation of tho 
finances of these countries and is, of course, also interested in the 
effect of their financial position on the over-all finances of the United 
States. The Treasury has representatives in a number of countries, 
including four of the NATO countries. 

Chairman Ricuarps. Does the Treasury have anything to do with 
the use of counterpart funds in ECA, whether it is to retire the public 
debt of those recipient countries, or anything like that? 

Mr. Canor. No, sir. I do not believe that the Treasury docs, 
except insofar as they might give advice to the ECA, which they 
might well do through the International Security Affairs Committee 
or through the National Advisory Council. 

Chairman Ricuarps. But primarily then the Treasury is an ad- 
viser on the financial status of the recipient country as related to the 
United States position? 

Mr. Casot. That is correct. 

Mr. Herter. Is it not true in Paris that Dr. ‘Tomlinson advised in 
financial matters the Embassy, the Paris ECA, and the regional 
office of ECA; that is, all three? 

Mr. Canor. That is correct. He is in an advisory capacity. 

Mr. Herter. All of the American agencies in Paris, and he happens 
to be a very valuable and skilled man there; but there aro a limited 
_ number of Treasury men abroad. 

Mr. Casor, ‘That is correct. 

Mr. Mansriesp. If the gentleman will vield, I would like to say 
too that tho Treasury man in Brussels impressed us very much with 
his wide grasp of the situation. 

Mr. Herter. A very ablo man. 

Mr. Vorys. Is he on the payroll of the United States Treasury? 
I thought all those things are things ECA was supposed to be doing. 

Mr. Canor, I believe he is on the payroll of the United States 
Treasury, Mr. Vorys. 

Mr. Riutcorr. This problem of the Treasury is a lot. bigger than 
just the question of the ECA mission or military assistance. In other 
words, the Treasury representatives were in these countrics before 
ECA was started. Is that not correct? ‘This is a continuing part of 
the way wo carry out foreign relations. You certainly cannot carry 
it out unless you havo tho Treasury coming into it with international 
trade, the loans involved, and so forth. That is my understanding 
of what tho Treasury does. 

Mr. Cazor. I believo that is correct. 
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Mr. Vorys. I thought, for instance, wo used to have Department 
of Commerce representatives allover the world. We quit that because 
wo Were just going to have one mission in cach place. + Now, I frankly 
did not know that we still had Department of Treasury representatives 
scattered over tho world. Aro they under our ambassadors? 

Mr. Canor. They are advisory to our ambassadors. The exact 
relationship that they have to the Treasury in Washington I cannot 
tell you. I do not know. 

Mr. Mansrieip! Mr. Cabot, you could get that information for 
us, though, and give us a detailed analysis of the positions of the 
Ty representatives in these four European countries? 

Mr. Canor. I would bo glad to, Mr. Mansfield. 

(The information referred to appears in the appendix.) 

Mr. Saita. How many men are employed in this program, Mr. 
Cabot, at home and abroad? —- 

--ealonge Ricuarps. What program is the gentleman talking 
about 

Mr. Ssuta. This mutual assistance program in these various 
agencies or departments? 

Mr. Canor. That would be a hard question to answer, because you 
would have to define whether you mean full-time on the Mutual 
Security Program, or whether they deal with it in connection with 
other duties. The total staff abroad I could not tell you. 

Mr. Satu. How many do you have here at home? 

Mr. Canor. There again you have the same problem, because many 
of us deal with many problems other than the Mutual Security 

m. 

Mr. Sasitx. There is an overlap then of responsibility and duties? 

Mr. Canor. That is correct. 

Mr. Vorys. You said “many of us.” Do you have duties other 
than being Chairman of the Coordinating Committee of ISAC? 

Mr. Caror. No, sir. That is my duty. My job really divides 
itself into two parts, however. I am the backstop for Ambassador 
Spofford in London, so that the United States Government will speak 
as one voice to him so far as it can, it being an interdepartinental opera- 
tion; and I have responsibilities with respect to the aid programs to 
seo that they are properly coordinated. 

Chairman Ricnarps. In line with what Mr. Ribicoff said, you or 
your organization avail yourselves of the normal facilities of the 

nited States Government, let us say, the Treasury, Agriculture, and 
any other departments that have representatives abroad. That is 
correct, is it not? 

Mr. Carnot. That is right. 

Chairman Ricuarps. Go ahead, sir. 

Mr. Canor. Now I will deal with the regional level. =~ 

hese agencies at tho country level have their counterpart at the 
regional level. I might explain that for military and cconomic 
programs it is necessary that they be related, one country to an 
adjoining country. For instance, it would not be good policy for the 
United States Government to give end-item aid to a country where 
- those end items could be purchased in an adjoining country either 
quickly, cheaply, or effectively. 

Inasmuch as the country mission would nét probably have knowl- 
edge of the adjoining country, our programs aro screened at the 
regional level. 
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At the regional level tho leader of the team is Ambassador Spofford. 
He is also Chairman of the European Coordinating Committee, which 
I referred to in my prepared statement. 

Theo top cconomic man is Ambassador Katz in Paris, and, as you 
know, his resignation is now pending. 

On-the production front Mr. Batt is the American representative, 
* and the military representative is General Handy, now in Heidelberg. 

Under General Handy is Generat Kibler in London, who screens 
these programs at the regional level. The programs then are referred 
to Washington. In Washington tho military programs are handled 
by the Defense Department and the economic problems by the ECA; 
and tlicy are eonrdlinated through our Committee. 

Of course, tho President has tho final say on all of these matters. 

Tho representatives on our Committee of these various departments 
are General Burns for Defense, Mr. Halaby for ECA, Mr. Hebbard for 
Treasury, Mr. Gordon for Mr. Harriman’s office, and I chair the 
Committee for the Secretary of State. 

If there are no more questions on this chart, sir, I will turn to the 
last chart, which is a simple one and simply shows how our committee 
is organized. : 

Mr. Javits. Could I ask one question on this chart? 

Chairman Ricnuarps. Mr. Javits. 

Mr. Javits. What is tho top authority in the United States on the 
Mutual Defense Assistance Program comparable to the Adminis- 
trator of ECA in the economic program? 

Mr. Casor. Ido hot think I could say that there is a top other than 
tho President, who has authority in the Mutual Security Program. 

Mr. Javits. I said the Mutual Defense Assistance Program. 

Mr. Canor. Oh, you mean the military part? 

Mr. Javits. Correct. 

Mr. Canotr. The top authority there would bo the Seerctary of 
Defenso, of course. Under the Secretary of Defense there is an 
office under General Burns which concerns itself with all military 
foreign aid. The actual programing is under Gencral Scott. 

Mr. Javits. But there is no person comparable to the Adminis- 
trator of ECA who is the Administrator of the Mutual Defense 
Assistance Program? 

Mr. Canor. Not exactly comparable, Mr. Javits. 

: Mr. Javits. Thank you very much, That is what I wanted to 
now. 

Mr. Jupp. If I may interrupt. there for just a moment. on page 17 
you say there are these three jobs, the military aid, the economic aid 
and the technical assistance. One is in Defense, one is in ECA and 
one is in the State Department. They are all part of one program. 

I am still not sold on the argument that it is not advisable to have 
one oprration with three parts, correlated with Defense and State 
and the rest of the Government. You havo threo parts of one program. 
That is where the fundamental integration ought to be, in one agency, 
it seems to me. 

Mr. Casor. That could, of course, be done, Dr. Judd. I am not 
for an instant suggesting it could not. I am only pointing out if 
that is done you would also have to coordinate. 
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Mr. Jupp. Certainly. You would have ono or man who would 
be head of the Mutual Security Program. It would have threo parts, 
the military, the economic, and the technical assistanco, 

Mr. Canor. He, howover, could not issue orders to a member of 
pan Wepartment of Defenso, except if the President designated him 
to do so. : 

Mr. Jupp. No. That is right. Ho cannot issue orders to tho’ 
technical assistance business now. 

Mr. Javits. Will'the gentleman yicld? 

Mr. Jupp. Yes. 

__ Mr. Javits. Neither can ECA issuc orders to the Department of 
Commerce or anybody else, but they still have a top man running-the 
show. That is what 1 think Dr. Judd and I aro after. 

Mr. Jupp. That is right. 

Mr. Mansrievp. Mr. Chairman, I think tho answer in part to Mr. 
Javits’ question lics in the fact that under ordinary circumstances tho 
ECA, a foreign aid program, would havo gono through the Depart- 
ment of Stato, making the Secretary the head of it; but it was created 
as an independent agency, giving the Administrator a great deal of 

wer. If you want to make a tl ete I would have to agree with 

r. Cabot that Secretary Marshall would be a similar head to Mr. 
Foster in the ECA, on the military aid program. 

Mr. Casor. Thank you, Mr. Mansfield. 

Mr. Vorys. Mr. Foster has just a claimant agency. Is that not 
right? He does not buy anything? He does not order anybody in 
this country to do anything. He does not procure. 

Mr. Mansrietp. No, but docs he not make use of the Government 
agencies in existence for procurement purposes? 

Mr. Vorys. Yes. Of existing agencies. 

Mr. Mansriezp. So that you have that same situation coming up 
again of this correlation or coordination, or lack of oneness you havo 
been trying to bring out in your testimony. 

Mr. Javits. Might I say that might be good? All I think we ought 
to ue is pinpoint the situation, so that we know what we are dealing 
wit 


Chairman Ricuarps. Let us go into that a little later. Mr. Cabot 
will sit down directly and we will all ask him questions about that. 

Mr. Futton. Could I have ono question? , 

Chairman Ricrarps. Mr. Fulton. 

- Mr. Futon. There is a liaison with Greece and Turkey. As you 
said, obviously they are outside the NATO countries. Where does 
that liaison fit in on your chart? . 

Mr. Casor. Do you refer to liaison with the governments of Greece 
and Turkey? 

Mr. Furron. Yes. 

Mr. Casor. Or with the American teams in Greece and Turkey? 

Mr. Furron. Whatever the liaison is with thoso two countries. 
Just where does it fit in on your chart there? ; 

rt. Cazot. In Greece and-Turkey, as in other countries, wo have 

an Ambassador, a military mission and an economic mission. Tho 
liaison with the Governments of Greece and Turkey is through the 
heads of those missions. 

Mr. Furron. It does not come into your chart through you, under 
the Secretary of State? 


THE MUTUAL SECURITY PROGRAM 257 


Mr, Carnot. Tho Ambassador is, of course, the representative of tho 
President, but reccives his instructions ordinarily from the Seerctary 
of State. 

Mr, Futon. So that in those countries you are actually operatin 
just under the present diplomatic set-up without any change throug 
this International Security Affairs Committco on this particular pro- 

am 
oer. Cauor. Tho International Security Affairs Committee is a 
Washington coordinating agency. There 1s coordination in the coun- 
try under the Ambassador, who is the leader of the team in cach 
country. 

Mr. Futron. But on the Mutual Security Program you have no 
coordinating in Washington through the International Sccurit 
Affairs Committee. It is done directly through diplomatic channels 
as to Greece and Turkey? 

Mr. Canor. Orders to the ECA mission chiefs are through an ECA 
channel; to tho military mission through a military channel; to the 
Ambassador through a diplomatic channel. ‘The coordination takes 
place both in Washington and in tho country—in Greece or in Turkey 
—and also in the region through the European Coordinating Com- 
mittee. 

Mr. Funtox. With whom would they check in on your committee? 

Mr. Canor. Each cheeks in with his counterpart in Washington, 
because they have three channels of communication. 

Mr, Mansrizip. Could wo have the other chart now? 

Mr, Canor. In further answer to the last question I would like to 
point out that Greece and Turkey aro no different from other coun- 
tries organizationally, except that wo have no regional coordination 
for Greece and Turkey except through OSR. 

This last chart. shows how we organize here in Washington. We 
have a top coordinating committee. I have already given you the 
members of this committee, and under it we have five subcommittees: 
The Defense Production Group, dealing with production matters; the 
Foreign Aid Committee, dealing with the relation between economic 
and military aid; the Public Information Committee, dealing with 
information programs; the Financial and Economic Group, dealing 
with the economic problem; and, the Political and Military Group, 
dealing with the relationship between foreign policy and military 

icy. 
Chairman Ricuarps. Mr. Cabot, I hope you can remain here a 
little while. Wo will have to suspend for a few moments to go down 
to the floor. 

(Whereupon, at 11:40 a. m. the committee recessed until 11:50 
a.m. 

Chairman Ricuarps. The committee will come to order, please. 

Mr. Cabot, will you please continue your testimony? 

Mr. Casor. If I may, Mr. Richards, I would like to revert to the 
subject of burden-sharing which Dr. Judd raised. We were talking 
at that timo of the FEB and, therefore, I adverted only to the economic 
aspects of burden-sharin but, of course, burden-sharing is a much 
larger subject, really, Tho Europeans are putting up 6 major meas- 
ure of troops, and they are also providing the maintenance of those 
troops, and the individual equipment of those troops, and much of tho 
hardware of those troops. 
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Then there is the subject of infrastructure which enters into tho 
burden, Infrastructure is what the military people refer to when 
they aro talking about the docks, and the communications, and the 
air fields, and so on, which are for the common use of forces of the 
cooperating countries. 

. This burden-sharing exercise will bo finally studied in the Council 
of Deputies. One of the elements which goes into it will be the results 
of study by the FEB. 

. Mr. Jupp. Burden-sharing is the new word for what we used to 
call division of effort. Is that right? 

Mr. Casor. Yes, sir. 

Chairman Ricnarps. Suppose we go around the table, Doctor. 
Are you through with that question? 

Mr. Jupp. Yes. 

Chairman Ricuarps. We will go around under the 5-minute rule, 

Mr. Gordon. 

Mr. Gorvon. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys, You have given us a lot of food for thought and ex- 
plained the whole thing in one piece more than any witness yet. 

Coming back to this baffling organizational set-up, you aro called 
the Director of International Security Affairs; are you not? 

. Mr. Casor. That is te 

ear Vorys. Do you direct anybody except your immediate office 
sta 

. Mr. Casort, Yes, sir. I havea considerable office staff which deals 
with the final screening of these various programs and the coordina- 
tion of these programs. Actually, my staff divides itself into certain 
departments, which I might describe to you. 
fy deputy, Mr. Coolidge, you all know, and there are four assist~ 

ant directors—Mr. Ohly, whom many of you will remember because 
he has been up before you on the two previous military aid programs. 
He is the Assistant Director of the Program and Policy Department. 
He is the head of the planning element of my staff. 

Mr. Bell has charge of the program management and control. He 
is an assistant director. 

_ Mr. Bingham is in charge of the non-European affairs; and Mr. 
Pittman is in charge of the European and NATO affaits on my staff. 

We have to follow the activities in the various parts of the world 
in order to coordinate the aid programs with the over-all foreign policy 
of the United States, and thus I need somewhat of a staff. 

I said earlier that I had no responsibilities other than in foreign aid 
programs. I do have one small additional responsibility, and that is 
in the Munitions Division in the Office of Security and Consular 
Affairs of the State Department, which receives policy direction and 
guidance from my office. Mr. Elliott runs that Division. It con- 
cerns itself with the licensing of the export of munitions and allied 
things, such as patents on munitions, and blue prints, and plans, 

r. Vorys. you familiar with a bill-that our colleague, Mr. 
Battle, has introduced, which would wish on to you individually the 
entire control of east-west trade through the iron curtain? 

Mr. Cazor. I have read the bill. Yes, sir, Mr. Vorys, 

. Mr, Vorys. That bill was the product of some groping by our sub- 
committee in this maze of agencies. We found that there was no- 
body, that is no one person, responsible for what was going behind the 
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iron curtain from this country or other countries, and we wanted to 
pick out one person some place and give him that responsibility. 

Under that bill, as you know, you would direct, and you would have 
statutory powers, that is, you yourself, and nobody but the President 
could do much about those powers. 

What do you think about. that? 

Mr. Canor. 1 think the bill is a very good bill. As to whether I 
should be the one to administer, 1 will have to leave that to someone 
else. I can hardly view that objectively. I will be glad to try, if 
that, in your wisdom, is the best place to put administration of the bill. 

Mr. Vorrs. Here is why we picked you—— 

Mr. Battie. We thought you did not have enough to do. 

Mr. Vorys. Here is why we picked you, or your job. We have 
reat contidence in vou personally, but here is why we picked your 

job. We figured that in persuading other nations to go as far as they 
should in this, that the fellow who had something to do with whether 
they got any economic or military aid would be a very effective 
persuader. Now, I wish that vou would, with as much detachment 
as you can, comment on that. 1 appreciate it involves you personally, 
but I want to find out whether you think that is an effective way to 
go about it. 

Mr. Canor. Aid is certainly an important clement of the foreign 
olicy of the United States and is used in implementing the policies. 
here can be no doubt that there is a relationship between aid and 

the ability to get cooperation from our partners in withholding helpful 
supplies from our enemies. 

Chairman Ricuarps. Your 5 minutes are up, Mr. Vorys. 

Mr. Battle. 

Mr. Battie. Mr. Chairman, I will continue with Mr. Vorys’ line 
pe rueetouR since it is on the Vorys-Kelly-Burleson-Chiperfield-Battle 

ill here. 

TI would like to say before I start that everybody on the subcom: 
mittee contributed considerably to the construction of this legislation. 
Mr. Vorys had a brain storm out on tho porch one day when we were 
meeting, and Mrs. Kelly had a basic idea that was adopted unani- 
mously. Mr. Burleson, Mr. Chiperficld and I also worked hard to 
set a workable, sound and permanent policy to control trade with 
thoso threatening our security. 

I was wondering, Mr. Cabot, in your capacity as Chairman of 
ISAC, if it was ever appropriate, or if you have called on the OIT in 
reference to some of these shipments behind the iron curtain? Does 
OIT fit into the picture at all insofar as your work is concerned? 

When we were studying the various agencies that make up ISAC it 
seemed that since OLT ‘iss the major ze Ponsbility of controllin 
shipments from the United States, possibly thoy should or woul 
be invited in for consultation on occasion. 

Mr. Casor. Presently, no. We have no direct relationship with 
the Department of Commerce in my committee but, of course, the 
State Department has a coordination responsibility with the Depart- 
ment of Commerce and the OIT, 

Mr. Barrie. Is it your interpretation of the Kem amendment 
that in case there is a settlement in Korea it will not bo operative 
unless the Security Council of the United Nations sanctions the 
perdicipatlon of the United Nations forces in a new conflict. some- 
where 
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Mr. Canor, My understanding of the Kem amendment is that it 
becomes inoperative as and when hostilities cease. 

Mr. Battie. And that to become operative again it: would finve 
to be under a new decision of the Security Councit of the United 
Nations? 

Mr. Canor, The Kem) ameondinent—-1 do not see how it) can 
become operative under the Security Council of the United Nations. 
It is a United States law; is it not? Perhaps 1 do not understand 
you, Mr. Battle. 

Mr. Bartiy, If fam correct ] think that the Kom amendment 
operates only when the American forces are engaged in actual hos. 
tilities under tho direction of the Security Couneil of the United 
Nations. 

Mr. Carnot. 1 understand, 

Mr. Battin, And if the Korean situation is setUled and then 
there is an outbreak, say, in Iran, or Germany, or somewhere else, 
then tho Kem amendment will not operate in any shape, form, or 
fashion, unless th» Security Council of the United Nations sanctions 
hostilities for the United Nations forces again in this new spot. 

So what Tam saying is, that if hostilities cease nnd we got a cease 
fire or get an agreement in Korea, then the Kem amendment will not 
be effective or will not operate because the Russian delegates will not 
walk out of the Security Council again. In other words, they will 
stay in the Security Council and will veto any effective action which 
that unit might want to take. 

So I am just saying in effect, or asking, if it would nat be a good 
idea to get on with our bill at the first opportunity so we can have n 
legislative act. with a definite policy for the United States so far as 
our shipments are concerned, and so far as the control of shipments is 
coucerned, relative to the recipient countries of our aid. 

Really what [am asking you is if you agreo with the principles of 
our bill on cast-west trade? 

Mr. Casor, I do. 

Mr. Bartiy. Mr. Vorys, did you get through with the quostions 
that you wanted to ask? 

Chairman Ricuarps. He has no more time. 

Mr. Battie. Is my timo up? *F would like to yield to Mr. Vorys. 

Chairman Ricuarps. You have 1 minute left, Mr. Batile. 

Mr. Vorys. I wanted to get back to your present organization. 
With your vast experience in business, and TE know you were picked 
because of your organizational experionce, have you ever scen in 
business tho counterpart of the sort of organization you are “director” 
of now? 

Mr. Canot. No, sir. I have nover seen anything like it, and I do 
not believe that there ever was a business anywhere near as complox 
as the United States Government; but FE have given a great deal of 
thought to this since I have been down here, and [ do not sce how it 
can be simplified. 

Surely, you can put everything under one agency, but you still are 
going to have an interdepartmental operation and must coordinate 
with the departments which have the operating responsibility. It is 
like a three-legged stool, You can make sny ono of tho logs tho 
responsible agency, but you havo to havo the other two legs in order 
to get the job done, 
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Mr. dupp. How about the seat being the responsible ageney that 
holds them together? 

Mr. Canor. he seat really is the President of the United States. 

Mr. depp. Yes; and he can delegate it to one man wilh Uiree 
subordinates as well as to three men. 

Mr. Vorys. ‘The Hoover reports generally une that we use the mili- 
tary or business type of departmental organization, with the authority 
at the top, a stqeantined authority. Of course, this organization 
violates that. Lam groping as to where it can be improved or changed, 
but P value highly vour views on it. 

Chairman Ricuvnos. lo your private business vou did not have to 
fool with the Constitution or anything ike that, did yeu? You liad 
certain cates, and you had a board ef direetors who made those rules, 
but that was about all; was it not? 

Mr. Canor. That is right. We had byiaws, but they could: be 
changed, ; 

Chairman Ricusnos. That is right, 

Mrs, Belton. 

Mrs. Banton. No questions, Mr. Chairman. [am very happy to 
yield to Mr. Vorys, if Chat is the way you want to do it. 

Mr. Vonys. 1 have liad enough. 

Chairman Riedarps. Mr. Carnahan. 

Mr. Carsatas. Whatis the relationship between this International 
Security Affairs Committee and the State Department? 

Mr. Canor. The committee is an interdepartmental committee. 
My office isa part of the State Department. Tnet for the Secretary of 
State in this area of his responsibilities, 

Mr. Cannanan. Even though the function is interdepartmental, 
it would certainly be well to have somebody who is responsible to 
get together the departments; would it not? 

Mr. Canot, Thave that responsibility---the responsibility of getting 
the departments together and attempting to find a governmenta 
position on the various matters which involve these departinents: - 
and so far have been quite successful, U feel, in getting a Government 
position ina number of notable instances. 

fo might mention, perhaps, the Canadian proposal in which the 
United States Government had no position for a good many months, 
That finally was taken up in our committee and a Government posi- 
tion was found. 

Now, wo have a revision of the top committee structure of NATO 
closely fotlowing the proposal of the Canadians made some time last 
summer. 

Mr. Cannauan, Ehave nothing further, Mr. Chairman. 

Mr. Herter. Will the gentleman yield there? 

Chairman Richanrps. Wil the gentleman yield to Mr. Herter? 

Mr. Cannanan, Yes. 

Mr. Heetren. Twas wondering if the gentleman would like to 
elaborate on that a little bit. 1 do not think most members of the 
comnittee know wlot the Canadian proposal was, and what it relates 
to, and what happened in connection with it. It hias some connee- 
tion with this whole structural feature. 

_ Mr, Canot. The NATO is 6 partnership of 12 sovereign nations, 
and this partnership is a three-function partnership. It is political, 
nilitary, and economic. 
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In every one of these 12 governments those functions are functions 
of different departments of each government. ‘Therefore, the various 
Ministers all felt it was their responsibility to carry on this NATO, 
and we started, by article IX of the treaty, with a Council which 
consisted of the 12. Foreign Ministers, and a Defense Committees 
consisting of tho 12 Defense Ministers. 

Woe soon had a Defense Finance and Economic Committeo con- 
sisting of tho 12 finance members, and a Military Committeo consisting 
of the 12 Chiefs of Staff. 

So, you had what is essentially 3 cabinet-lovel and 1 top-military- 
lovel committees, all 12-man committees of 12 sovereign governments, 
and with no straight coordination between them except through the 
12 governnicnts. 

Tho Canadians last summer proposed that thoy do away with the 
Defenso Finance and Economic Committee, and with the Defense 
Comuitteo, and merge them into the Couneil, making the Council a 
Council of Governments. Within a few weeks of this proposal being 
mado in the Council of Deputies, 11 of the governments came to an 
agreement as to substantially what they wanted in tho way of a 
simplification of this top structure, but for many, many weeks there- 
after the American representative, Ambassador Spofford, whenever 
this matter camo to tho front on the agenda, had to say, “1 am 
uninstructed.” 

The United States Government, which is attempting to show somo 
leadership in world affairs, could not make up its own mind. 

It was perhaps that and a number of other similar problems that 
led to tho study of how wo could got better interdepartmental ongan- 
izatiqn hero in Washington which led to the formation of my oflico 
and of the International Security Affairs Committeo. 

Chairman Ricnarps. Dr. Judd. 

Mr. Jupp. Mr. Cabot, do you have your statement before you? 
I would like to ask apecifio questions about threo or four things in it. 

B inning on pago 9 you give a list of five amendments or changes 
which you beliove ought to be made in our present legislation. I 
grant you tho advantages of retaining as much as possible of the legis- 
ation which has already been interpreted and proved. Wo know 
what it means and how it works. 

But you now want authority given to the President, for example, to 
permit him to provide economic assistance to Yugoslavia. Then you 
say it should also permit him to furnish military aid to a number of 
non-NATO countrics. 

What countrics do you have in mind? Doyoucarotosay? Would 
you say Austria, for example? 

Mr. Canor. ‘Thero are soveral possibilities. 

{r. Jupp. You mentioned Yugoslavia by name, but you did not 
mention any others. I did not know what you meant by “other non- 
NATO countries.” 

Mr. Canor. I would not want to discuss tho exact status of our 
thinking on aid to any non-NATO countrics except perhaps in 
executive scesion. 

Mr. Jupp. Aro you taining of Europo there? 

Mr. Casor. Yes. Specifically in Europo. There are other coun- , 
trics, which, as you know, might bo used to help us in this concept of 
balanced collective forces. 
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Mr. Jupp. Of course, you recognize it is going to be very diflicult 
to pet such a blanket grant of authority. The Korea affair, where the 
President initiated a police action on his own, turned out to bo the 
third or fourth largest war in our history. As a result of that experi- 
ence and tho impression [eft in everybody’s mind, it is going to be 
very difficult for the Congress, 1 think, or (he people, to support such 
an extraordinary blanket grant of authority, 

I would predict the Congress would tighten up on previous grants of 
authority rather than making new ones, us you ask us to do in these 
five items. 

For instance, in No. 3 you say: 

Authority to furnish a limited quantity of military assistance to other American 
Republics when assistance of this character will further the performance by them 
of specific inissions which are important to the defeuse of the Western letui- 
sphere-- 

What do you mean by that? Are we furnishing it pow to some? 

Mr. Cannot. We give reimbursable aid only on military items to 
other American Republics. We are asking for authority to give up to 
$10,000,000 of grant aid—-military aid to other American Repubties. 

Mr. Jupp. That is to be determined completely by tho executive 
agency without any reference to Congress? 

Mr. Canot. That is right. 

Mr. Jupp. Then, in No. 4, you say: 

% Authority to make contributions to the United Nations Korean Reconstruction 
gency— 

What do you mean there? Do you want Congress to give a 
blanket authorization, or do you want this committee to recommend 
a blanket authorization for tho President to transfer to that Agency 
whatever amount of funds ho wants to out of this $8,500,000,000? 
Or is it your idea that wo give a general authorization and then you 
come up and justify specific amounts before tho Appropriations 
Committec? Or do you want the President to be able to transfer any 
amounts out of the appropriations, no matter for what purpose it has 
been granted, to meet the objective you mentioned here? 

Mr. Cauot. We aro presently programing $112,500,000 for recon- 
struction in Korea. We, of course, do not know whether or not it 
would bo useful to spend that sum. We cannot predict what would 
bo the future events in Korea. Therefore, we feel it: must be left to 
tho administrative branch of the Governinent whether or not we give 
that money for that purpose. 

Mr. Jupp. That is right. 1f Congress in this bill granted $112,- 
000,000, tho President could certainly cut it down. Vickercr, as 
get it, you aro asking us to give him authority to make it $500,000,000 
if he wants to. 

Mr. Canor. No, Dr. Judd; I do not believe that is correct. If 1 
correctly interpret tho bill, wo aro limited to $112,500,000 for this 


purpose. 

Mr. Jupp. But this languago says you would tiko to have us givo 
you-—— 

. Mr. Herren. A now form of authority. 

Mr. Jupp. Yes. A now grant of authority in addition to tho 
$112,500,000, unless you have misstated your own position, becauso 
tho way this reads you want us to givo him authority to make con- 
tributions with no fimitations. 
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Mr. Canor. In previous bills we had no right to give for this 
purpose. We are now asking for the right to give for this purpose up 
to $112,500,000. : 

Mr, Jupp. Only up to that point? ; 

. ve Canor. I believe the bill speaks for itself on that point, Dr. 

dd, 

Chairman Ricuarps. Dr. Judd, your time has expired. 

Mr. Jupp. All right. 

_ Statement submitted by Pepeetment of State in further clarifica- 
tion of the provisions of the bill in i sald to United States contribu- 
tions to the United Nations Korean Reconstruction Agency:) 

As indicated In the section-by-seetion analysis under section 303, the total 

United States contribution in the United States fiscal year 1952 to the proaram 
of the United Nations Korean Reconstruction Agency Is $162,500,000. There 
are approximately $50,000,000 of funds appropriated for the ECA for Korea for 
the fiscal year 1951, however, which are unobligated and authority is requested 
to make this amount available for contribution by the President to the Recon- 
struction Agency. Accordingly, only $112,500,000 would need to be authorized 
to be appropriated by the proposed legislation. I¢ is proposed to credit to the 
United States contribution of $162,500,000 United States-financed supplies which 
are in the pipeline at the time the UN Korean Reeonstruction Avenecy assumes 
bi egcasty ty for the Korean relief and rehabilitation program. The amount of 
auc pipeline stocks cannot now be known. 
Dr. Judd raised the guestion whether section 303 contains any limit on the 
amount of the contributions. Under the bill as presently drafted, the total con- 
tribution could conceivably exceed $162,500,000 by the amount of the pipeline 
supplies, which are transferred to the Reconstruction Agency. This was not the 
tntent. We are entirely agreeable to scpropriate changes in the language to 
" make clear that the total contribution will not exceed $162,500,000. 


Chairman Ricuarps. Mr. Zablocki. 

Mr. Zastockt. I have no questions at this time, Mr. Chairman. 
I yield my time to Dr. Judd. 

Mr. Roosevett. Will the gentleman yicld? 

Mr. Jupp. Yes. 

Mr. Roostvert. Mr. Cabot, do you not really intend to say, 
“Autherity to make $112,500,000 contributions to Korea’? 

Mr. Casor. Yes. 

Mr. Jupp. If that is what you mean, then there is no conflict. 

Mr. Roosevetr. You mean to say “Authority to make $112,- 
600,000 contributions to Korea.” 

Mr. Canor, That is correct. 

Mr. Jupp. Then there is no conflict. As I read it, you were asking 
for blanket authority, and I wanted to be sure of that. 

Now, as to the fourth paragraph on page 10, you speak of excess 
materials which may be transferred as grant assistance without 
charge to military-assistance appropriations. Maybo this is not the 
place to ask, but I want to know if there are excess materials. They 
told us 2 years ago there was only a limited amount, and that excess 
materials had been pretty well used up. 

Now, can the Army declare practically any amount. of even new 
material to be excess, and thereby increase the amount availablo for 
grants, without the knowledge and consent of Congress? 

Should that question go to Gencral Scott? 

Mr. Casor. That would be more fully discussed by him, but I can 
answer it generally. We are asking for additional authority because 
the amount we have had heretofore is used up.: The amount of excess 
material was limited. It is always limited, but it is not static. That 
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is to say, new material becomes excess because we find new models 
which we want for our troops or we have some surplus for some 
reason or other, and wo wish authority where material has been 
declared excess by the Army, or the Navy, or the Air Force, to include 
this in our military assistance up to 8 certain amount. 

We are asking for an additional $450,000,000. We have had a total 
of $700,000,000 heretofore, ‘The $700,000,000 is practically all 
exhausted, and of the $450,000,000 we are presently programing 
$229,000,000 as grant aid of excess material. 

You waderstand that this is the original value of this excess material, 

Mr. Jupp. Yes. 

Mr. Casor. $229,000,000 will be programed for grant military aid, 
The additional $221,000,000 wo wish because of the reimbursable-atd 
feature of the bill. We may wish to sell some portion of this excess 
material on a reimbursable-aid basis. 

Mr. Jupp. Of course, you see what we are up against. It is always 
possible for the Department of Defense to take stuff that is 20 days 
old and declare it exeess and dispose of it at 10 cents on the dollar. 
Something like that has been done repeatedly. Ht means that when 
Congress appropriates $100,000,000, actually $1,000,000,000 worth 
of materials can be passed out. I do not know the exact figures, but 
that has been done repeatedly where they really wanted to carry out a 
program. In other cases where Defense or State did not favor a 
program which Congress wanted, they charged the replacement cost 
and not 10 cents on the dollar, thereby cutting the program down. 

Mr. Canor. Dr Judd, we are limiting this to $450,000,000. ‘That 
is the procurement cost of the material and not the price at which we 
will “cost” if for the Mutual Security Program purposes. 

Mr. Jupp. I want these things spelled out in the record, 

Ono more question at this time. At the beginning of your state- 
ment, you speak of this as being a single program. You say it is 4 
single program. Well, IL am compelled to comment that it ought to 
be a singlo program, but it is not. By your own statement it is a 
serics of programs that you are merely coordinating. Therefore, this 
is my question: Is the reason that you cannot get better organization— 
you say you have thought about it and struggled with it, and you sre 
an expert in that ficld—is the reason the inherent difficulty and com- 
plexity of the problem itself, or is it becauso of resistance you havo 
met from various agencies who do not want to come into a single 


m 

I do not want to embarrass you, but I would like your honest 
opinion. 

Mr. Casor. I would be very happy to answer that, Dr. Judd. I 
have not met resistance from the various agencies. I have a very 
high regard for the people I have met in theso agencies, although I 
knew few of them when I came here. It is because of the inherent 
difficulties in this international field. You cannot effectively im- 

lement this program without using the varying skills that there are 
In various departments of our Government. Those departments 
having no common meeting place short of the White House, you must 
coordinate it through coordinating committee. Tho President 
cannot, nor can the Cabinct, find the time to do the coordination at a 
higher fovel. 

Chairman Ricnarps. Doctor, your time has expired again. 
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Mr. Javits. 

Mr, Javits. I will just take a minute, Mr. Chairman. 

Mr. Cabot, we are trying diplomatically and wisely through eco- 
nomic and military aid to lead the world to peace and higher standards 
of living and more freedom. We have talked here about the unilica- 
tion of Europe and the various elements of that. We have talked 
here about land reform—not spurious as in the Communist revo- 
Sutions, but productive and just—in southeast Asia. We have talked 
here about the aritidotes to cartel thinking in Europe, and similar 
problems throughout the world. 

Do you believe, as the head of a coordinating committee of tho 
State Department, which is what you are—and yours is the one agency 
that heads all these programs up—do you believe in that way you 
can havo tho greatest impact in our relations with all of these nations 
wo are going to deal with in the Mutual Security Program for the 
purpose of moving them toward these other objectives, or do you be- 
ieve you could have much greater impact if you were the adminis- 
trator of the Mutual Security Program? 

Mr. Canor. I do not oclieve there would be any substantial 
difference that I could have under the two different titles. In cither 
caso one would have to have the consent of the operating agencies 
in order to get anything done. 

Mr. Javits. You would have to have the consent of the operating 
agencies to ship something, or to supply something, or to procure it, 
or to specify it, but you would not have to have tho consent of the 
operating agencies to go and see the Prime Minister of Franco and tell 
him what the United States really wants to accomplish through this 
program, which you would be the head of in all three parts—economic, 
technical, and military. Today it would take you, and Mr. Foster, 
and Dr. Bennett, at least, if not a lot of other people also, to see the 
Prime Minister of France. 

The other way—that is, the way I described it—it would just take 
you. Now, which would be better? 

Mr. Cazor. I would think Ambassador Bruce should have the 
prey responsibility for seeing the French Government, and that 

would have the right to see the Prime Minister of France under my 
present title and pokey tie 

Mr. Javits. Now, Ambassador Bruce has been seeing him for some 
time, and I have great confidence in him and high regard for him. 
But we are not very satisfied with the progress that is being made 
solely on the diplomatic level in the respects that we feel this program 
is designed to serve. We ask you what aro we to do about it? Should 
we Just let it run along as at present, supplying even more money than 
now 

Mr. Casor. I believe the program hss zone well, and that we are 
very well represented in France. Of course, General Eisenhower also 
has the right, and often goes to see high Cabinet level officials of the 
French Government. ‘ : : 

Mr. A upp. You are not speaking of France except as an illustration; 
aro you 

Mr, Javits. I have the deepest faith in General Eisenhower and 
his mission but he does not contro] this program as you bring it to us. 
I am just taking France as an illustration. “You can apply it to any 
country in the world. We have heard, and people throughout the 
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country have been saying, that wo are trying to get certain ideas 
across, and trying to get them effected. Here is an enormous picce 
of equipment, the whole Mutual Security Program, composed of the 
military, economic, and technical aid, which we want to use as tho 
vehicle for leading the free world to better things. 

T am asking you how can we best do it, and so far the best answer 
you have given me is the fact that we can best do it by a coordinating 
committee in the Department of State. 

I must say that it just docs not jibe with my own experience, and 
I doubt that it jibes with your business experience. That does not 
seem to me—and I can onfy speak for myself—the way to have the 
impact, and we are all agreed we want the impact. 

hairman Ricnarps. Mr. Cabot said it did not jibe with his 
business experience, He said that in asnwer to the questioning awhile 
ago, and he told you why. 

Mr. Javits. I am only pointing out, Mr. Chairman, that we are 
not only interested in the fact that your committee agrees today, 
and that you get the stuff out and you get it delivered—we are willing 
to agreo with you on that—but what we are after is are we puttin 
ourselves in a position really to serve the purposes for which we set a 
this machinery up, and not just to keep the machinery operating. 
You are not just a machine operator, but you are supposed to be a 
leader and an effective force to put the program over. That is what 
Iam asking. Can you be such a force in your present position? 

Mr. Canor. Mr. Javits, I do not. believe there is any doubt that 
the man who is closest to the President con speak most forcefully for 
the administration. I do not claim to be very close to Mr, Truman. 
I serve under Mr. Acheson, and I consult with him quite frequently 
and, in fact, meet with him daily. 

Mr. Vorys. Would the gentleman yield? 

Mr. Javits. Certainly. - 

Mr. Vorys. We sat around this table in 1948 and we created this 
independent status for ECA and the director, and we created a lot of 
prop e who were called ambassadors. The purpose of it was kudos. 

t was so that when the ECA people went to talk with foreigners they 
would be ambassadors and “big shots.” 

At that time the Brookings Institution made the study on which 
that was based, and everybody seemed to agree that that was enor- 
mously important. It is pretty difficult for us, having-been indoc- 
trinated that way, to find that you simply have an office in the State 
Department, but are the director of all of those ambassadors, and are 
the director of a man who has Cabinet status, Bill Foster. 

Mr. Jupp. Nobody has ever heard of your office outside of a few 
hundred people. 

Mr. Carnot. You have a misconception, I fear, Mr. Vorys, of my 
position. If anybody has suggested to you that I am the director of 
Mr. Foster, that is incorrect. Ihave no directive authority over Mr. 

oster. 

Mr. Javirs. Is it correct to say then, Mr. Cabot, that it is Secretary 
Acheson who is really doing this whole job, and you are just his 
agent? Is that not what we come down to; that we have a choice as 

_ between an independent agency and the Seerctary of State? 

Mr. Casot. The Secretary of State has no directive authority over 

Mr. Foster either. 
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Chairman Ricuarps. Tho gentleman’s time has expired. 

Mr. Ribicoff. 

Mr. Rrstcorr. I am just going into this in a little different phase. 

Concerning the typo of organization thal you would oventually 
evolve, would it not depend on how long the program is going to last? 

fr. Capor. Yes; I think it would. On tho question of how long 
the program is going to last, I view it as a temporary program in any 
important scale. 

{r. Risrcorr. Now I think we have gotten down to the heart of 
this whole problem. If this is going to be a 1- or 2-year problem, vou 
are not going to set up the complicated agency involved, and that is 
what your thinking has Been, as you have talked about your organi- 
zation here, beginning on page 14. You seem to view it as a tempo- 
rary provosition. ; 

Mr. Canor. Wo view it as 8 temporary proposition of more than 1 
or 2 years. We, in fact, believe that beyond fiscal 1952 there will be 
two more years of large-scale aid, and thereafter it will taper quite 
rapidly. 

Mir. Ripicorr. And ECA is supposed to terminate on June 30, 1952, 
that is, in another year? 

Mr. Canor. That is correct under existing legislation. 

Mr. Risicorr. Your thinking then becomes dependent on what 
policy Congress adopts as to tho future of this program. 

Mr. Casor. That is correct. 

Mr. Ripicorr. Suppose the policy is that this program in one form 
or another is here to stay with the United States for many years. 
Would that change your thinking as to the type of organization that 
ought to bo set up? 

fr. Canor. I do not beliove it would substantially. You could, 
however, operate this by making a new Foreign Affairs Department 
and putting economic, political, public information matters, and so 
forth as divisions under that department. 

I have no strong opinion one way or another as to whether the ECA 
as such should be continued. I have a very strong.opinion that that 
team, which has done such a superb job in implementing the Marshall 
plan, should be kept in being to carry on an even more important job 
which faces us today, namely, increasing the military production of 
Europe; for, unless wo can increase the production ‘of munitions in 
Europe, this program will not taper off as we now envisage, but will be 
on the shoulders of the American people for a long time. 

Mr. Rinicorr. When you consider tho short time that we have to 
get out a bill, so to speak, do you think it would bo possible within 
the next month or so to sit down and do an effective job in reorganizing 
this whole program? Do you think it could be done properly? 

Mr. Carnot. I have had very little experience in legislative drafting, 
sir. I would think you would havo difficulty within a month. 

Mr. Rinicorr. Would you not say it is difficult? Suppose you 
had to amalgamate three hugo corporations in America that had a 
budget of approximately $8,500,000,000 a year. Do you think as a 
businessman or an attorney you could coordinate those thinga in 2 
months? 

Mr. Cazor. No, sir. I do not. 

Mr. Risicorr. That is all. 
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Mr. Fuitox. Could T ask, on the one point vou are speaking of, 
where does this Slerestiolt originate of the so-called proposed Depart- 
ment of Foreign Affairs? 

Mr. Canort. I could not answer that. I do not know where it 
originates. I have heard it from a good many different people, the 
thought that economic, political and psychological, or information 
affairs are but divisions of foreign affairs as a whole. 

Mr. Funroyn. Yes; but is it not material the State Department has 
traditionally dealt with and now deals with, including this, which is 
that simple, complicated statement—foreign affairs? I do not see 
what the difference is. By changing the name do you arrive at some 
new approach? Because, it has always been forcign policy, economic 
policy, psychological apbronet, treaties, agreements, executive agree- 
ments. thas been implementing foreign policy with force and trying 
to get the two coextensive. So, what is there different. in this then 
that leads you Co suggest a department which would, be possibly catled 
a Depariment of Foreign Affairs, as distinguished from just the old 
State Department? ; 

Mr. Canot. 1 really did not mean to suggest that there would be 
any benefit from such a plan. 1 was asked what plan might imple- 
ment this, and I simply put that out as one possibility. 

I believe that the Brookings Institution has made studies of this 
question of the relationships of aid to foreign poticy. I think it 
would bo well worth the time of the committee to study the Intest 
report of the Brookings Institution. 

Chairman Ricuarps. Mr. Ribicoff, did you vield to Mr. Fulton? 

Mr. Rintcorr. No; I did not, but that is all ght. 

Chairman Ricranvs. We will come back to you. Your time 
has expired. 

Mr. Rinicorr. That is all right. 

Chairman Riciarps. Mr. Fulton, go ahead on your time then. 

Mr. Futon. I will be pleased to have you go ahead, Mr. Ribicoff. 

Mr. Rinicorr. No. That is all right. 

Chairman Riciarps. You were not here when J got down to Mr. 
Javits, Mr. Fulton. 

Mr. Futon. Did we finish that particular point? If there should 
be a Department of Foreign Affairs, what then would be the duties 
of the State Department, as we know it now? 

Mr. Canor. } would presume they would be merged into the De- 
partment of Foreign Affairs. 

Mr. Jupp. Diplomatic relations. 

Mr. Canor. I am not prepared to discuss how we should imple- 
ment tho foreign policy of the United States. I am prepared to dis- 
cuss how we should carry out the aid programs, which are a part of 
foreign policy. The whole of foreign policy is a much broader subject 
than that which we are discussing. 

Mr. Vorys. Will the gentleman yield? 

Mr. Fuiton. I would be very glad to. 

Mr. Vorys. There are bills introduced, one by our former colleague, 
now Senator Case, on this subject. It is pointed out that the State 
Department was originally called tho Department. of Foreign Affairs. 
Therefore changing tho name is not doing away with the traditional 
State Department, but going back to tho‘old label, although the label 
in itself has no particular significance. 
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But if the penieman will yield further, Mr. Cabot, your duties, 
according to the Executive order, are “in performing this function on 
behalf of the Secretary of State, and as the Director of the Interna- 
tional Security Affairs Committeo” you “will be exercising responsi- 
bility for the Government as a whole.” 

o that, according to tho President, you are at the top of all these 
charts. 

Mrs. Ketry. At that po will the gentleman yield? 

Mr. Fuuton. I Would bo glad to vield. 

Mrs. Ketuy. I return to the Battle Committco report at this point. 

As I understand it, your organization, or you, as director, was or 
were primarily secret at first, and I think duc to that, or maybe that 
was one reason why our committee went into the duties of it and 
endeavored to give you the wholo responsibility in some way. 
beliove for that reason so much discussion has come up as far as re- 
placing the Stato Department with a Foreign Affairs Department, 
and so forth. 

In the Battle Subcommittee we found out that while you are the 
Director of International Security, you have both national and inter- 
national scope. ° 

In dealing with tho problem with Mr, Sawyer, or discussing it with 

im, he told us when he was ambassador ho tried to coordinate the 
work of ECA and Commerce. Is that correct, Mr. Battle? 

Mr. Battie. Yes. 

Mrs. Keuuy. I know I feel, there should be somewhere in the 
Executive Department a person who is Director of Overseas Assist- 
ance—foreign sid—both national or international supervision, to 
whom we.can turn and to whom we can give responsibility if some- 
thing goes wrong with any economic assistance or if something goes 
wrong with our military assistance. 

Since the problem involves political or foreign policy I do not want 
that director to assume the work of the Sceretary of State in foreign 
affairs. So it is not a policy person we want. We want to pin respon- 
sibility for carrying out the foreign aid on one person. 

Mr. Jupp. That is right. An operating agency, just like ECA is 
the operating agency for the economic phase of it. 

Mrs. Ketty. You do not havo departmental status, Mr. Cabot, 
and ECA has a departmental status, and you direct ECA. 

Mr. Futton. Could I give back the remainder of my time? 

Chairman Ricuarps. Could I say this: I thought Mr. Cabot’s 

ition was that you could appoint an Administrator if you wanted to, 
ut that Administrator could have all the authority vou wanted to 
write into law and all the king’s horses behind him, but ho would not bo 
able to carry out foreign-policy matters. The President and tho 
Secretary of State would havo to be consulted on that, and there was 
nothing we could do about it. The aid program was a4 part of tho 
foreign policy of tho United States. I thought that was tho lino of 
your argument. Is that correct, Mr. Cabot? 

Mr. Carnor. That is correct, Mr. Richards. 

Chairman Ricnarps. Now, if we appointed an Administrator—and 
I have been worried about this thing just like other members of this 
committee have—as a business proposition I cannot help but see that 
would be the most effective ig de operate. I think overybody around 
this table has been wortied about that. 
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When you move into the foreign-policy field you cannot pet away 
from the fact that whoover might bo named, could not proceed in 
certain ficlds until the State Department was consulted. 

Mr. Jupp. Even Paul Hoffman could not, without consultation, 
but he still operated independently. On policy matters the Seeretary 
of State could go to him and make representations, and then he 
could go to the President if he wanted to, but Mr. Hoffman stilt 
operated independently. 

Chairman Ricuarps. And you feel that if he could do it, a man 
appointed over all could do it? 

Mr. Jupp, Yes. 

Chairman RicHanps, Let me say there is a motion to recommit 
up on the floor. I imagine members of the committee would want 
to find out about the form of that motion, 

Could we come back after that? We have four members here 
who have not availed themselves of the 5 minutes, and I do not want 
to cut them off at all, What do you want to do about that? 

Mr, Hays. I have no questions, 

Chairman Richaros., Mr. Herter, could you be back here at 2:30? 

Mr. Herter. Yes. I would be glad to. 

Chairman Rtcnarps. What about you, Mr. Roosevelt? 

: Ne Roosrvett. I have some questions, and 2:30 would be all 
right. 

Chairman Ricuarps. Can you be back at 2:30, Mr. Cabot? 

Mr. Casor. Yes, sir. 

Chairman RicHarps. Fine. The committee will adjourn until 2:30. 

(Whereupon, at 12:40 p. m. the committee adjourned until 2:30 p.m. 
of the same day.) 

AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., the Honorable James P. 
Richards (chairman), presiding. 

Chairman Ricnarps. The committee will come to order, please. 

Mr. Cabot will continue his testimony. 

Did you have an opportunity to question Mr. Cabot, Mr. Burleson? 

Mr. Burtrson. I do not have any questions. 

Chairman Ricuarps. Mr. Roosevelt. ; : 

Mr. Roosrvett., Mr. Cabot, there-are two points I would like to 
take up in my 5 minutes. First, if we can get back on this organiza- 
tional problem, when we had the problem of defense mobilization come 
up after the Korean war started a year ago, we had two courses 
open to us. 

One was to follow the course the President followed and the Congress 
followed in appointing a defense mobilizer, Mr. Wilson, directly at tho 
top of the mobilization structure. Tho other, of course, is that ho 
could have appointed Mr. Wilson and put him over in the Department 
of Commerce under the Secretary of Commerce to coordinate tho 
efforts of a lot of different existing agencies in the mobilization work. 

It scems to mo that is a parallel to what wo aro facing now in this 
whole foreign aid, economic, military, and technical. Whether it is 
for greater efficiency or whether it {s for perhaps greater kudos in tho 
international effect of tho program, it scems inescapable but that it 
would bo advantageous to havo today a countorpart to tho defenso 
mobilizer on the foreign military, economic and technical progeam. 
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You seem to be now more or less the director general of the program, 
but I think the general fecling of the committee is that you ought to 
be given more kudos, more international stature. 

Woe have asked a number of other witnesses about this organization 
problem. I think Mr. Foster and Mr. Acheson have oxpressed 
themselves fairly clearly although not expressing preference for any 
particular alternative. Nobody really scems to have done a complete 
study of it in the executive branch of government. 

Rather than ask’ you to go into it now, I think it would be very 
helpful if perhaps at a later hearing you would go into the relative 
merits of two or three ideas that have been suggested by Mr. Acheson 
and Mr. Foster, and some of the members of the committee, because 
I think you are the key fellow who could give us the best advico on 
the problem. 

The other problem is the one you referred to on page 3 of your 
testimony, that if we carry out economic aid, or if we cut down on 
the economic aid at this point, we may find we ore expending a great 
deal more money 2 or 3 years from now on military aid because we 
will be paying for more end items. 

Have you any concrete examples in a factual sense of what it 
might cost us if we cut down on any one phase of the program in 
later years? 

vo supplementary statement by Mr. Cabot on the organization 
of M.S. P., see appendix.) 

Mr. Capor. It would bo hard to give specific examples which 
would mean much. We could give examples which would show a 
very great leverage from economic aid. 

We have a technique, as you know, called the AMP—additional 
military production—under which in order to stimulate the production 
of military end items in Europe we financed the dollar import costs 
of those items to foreign governments, and told them to go shead 
with a specific program of making some specific item of munitions. 

We found that relatively ineffective, becauso the hard currency 
fraction is usually a very small part of the total cost. If you give only 
a part of the cost and the foreign government has to find the rest from 
its budget, then it really becomes just a budgetary problem for them 
to go ahead with the production. Yet I could use that as an example. 

ero were many of those projects, of course. I used them as 
examples where economic aid directly supports military efforts. 

I think as a general rule we can say economic aid is multiplied in its 
_ effects on military efforts. 

Mr. Roosevets. That is all, Mr. Chairman. 

Chairman Ricnarps. Mr. Herter. 

Mr. Herter. Mr. Chairman, I wanted to follow two lines of 
thought, if I may. Perhaps I can ask unanimous consent for a minute 
or two more. 

Chairman Ricnarps. You will not have to do that now. You are 
tho last member wo sre calling on. Then we will have untimited dis- 
cussion. . 

Go ahead, and then we will move up the table. 

Mr. Herter. The first question follows somowhat Mr. Roosevelt’s 
last question. Lét us assume that you heyy countess each of which 
has a different type of problem from the other. Take, for examplo, 
the British problem, the French problem, and the Greek problem. 


U 
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You are asking for economic aid as well as the military aid. In the 
case of the British, it is not anticipated any economic aid will be re- 
quired, but their position on batance of payments is such that at the 
moment they do not require further economic aid but some end items 
of military aid, is that correct? 

Mr. Canot. Yes. 

Mr. Herter. In France the balance of payments is such that if it 
was not for the fact that you were pushing them into a military line of 
production, which in turn takes away from the camming capacity in 
dollars, to buy raw materials and produce consumer poils to maintain 
their standard of living, they would not require economic aid, is that 
not so? 

Mr. Canot. That is correct. 

Mr. Herter. So whatever the figure is, 300 millions roughly, of 
economic nid that vou are asking for for France is essentially economic 
ail to stimulate their military production and equalize from the point 
of view of their standard of living the sacrifices they have to make 
to turn their productive capacity to military purposes? 

Mr. Canot. Yes; also the fact that they are taking a good deal of 
mahpower into their army and the military budget costs rise sharply 
by reason of their other military activity, principally the war they are 
fighting in Indochina, which has a very great impact on their general 


budget. 

Mr. Herter. Correct. But it is military reasons that have mace 
the impact on their budget; otherwise, you would have considered 
from the ECA point of view that further aid was over and done with. 
So the economic aid now is for military purposes, generally. 1 think 
that is a fair statement, generally. 

When you get. to Greece, you havo a situation where the economy 
is essentially so thin that if tho country is maintained at all as a going 
concern, you have to continue with economic aid regardless of any 
military consideration, is that not correct? 

Mr. Canor. Yes. There are three countries of Europe, I believe, 
possibly more—Greece, Trieste, and Austria—where the economy 
oe not be able to support itself even without substantial military 

uild-up. 

Mr. fienren. Coming back to France for a moment, in the French 
picture, if you are going to put in tho equivalent of some 300 millions 
In economic aid into France, that is not really the whole picture. 

That is, we have not before us, for instance, the aid thae might 
be required from the United States for the infrastructure operation. 
That has not come before us in this picture and is not in the bill. 

Mr. Canor. It has not yet been decided how the infrastructure is 
going to be handled. It refers to those military needs which are 
common to a number of armies of different sovereign powers. 

Tho problem of who pays the cost is an extremely complicated one. 
It has not yet been decided what budget of the United States, if any, 
will stand what part of the cost of tho infrastructure. 
aoe Herter. That has not come before any committee of the 

0 

Mr. Canort. I would have to check on that. 

Mr. Herter. Thero is now a bill before the Armed Services Com- 
mittee dealing with the problem of bases. I did not know if that tied 


’ has had a great deal of study in the executive 
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in with, Iceland, Greenland, and so on. Do you know if the infra- 
structure included that 

Mr. Canor. I would prefer to have ons of the military mon testify 
on that. I can say we havo a great many bases that are used wholly 
or almost wholly by the United States Air Force which will not be 
financed multilaterally by tho various countries of NATO. 

Mr. Herter. Has an agreement been reached as far as the British 
picture is concerned? Perhaps we should consider that in executive 
session. I wonder what funds there are to be for the British picture. 

Mr. Oasor., It does not come from MDAP funds. 

Mr. Henrter. It does not? ; 

Mr. Canort, No. 

Mr. Herter. So it is not going to como before this committee? 

‘Mr,. Gasnor. No, I presume not. It does not come before this 
committee, . 

Mr. Herter. Wo are getting into a curious zone whero a part of 

the program is going to other committees and a part of it is coming 


efe. se 
-Twantod to get straightened away on tho military aid and economic 


_ Mr. Casot. May I revert to that last answer. You are speaking 
ony of England.: My answer is correct; economic aid is not speci- 
fically provided in our prceent Mutual Security Program to contribute 
ioe the building of bases in Britain used wholly by the United 


tates, 

If you were dealing with France, the economic aid might help the 
French contribute their share of the cost of some of these bases, which 
they: would help pay for. - 

. Mr. Herter. That is what I was by indirection getting at. Tho 
economic aid to be given to France is essentially to improve her 


-dollar position, which she is sacrificing as a result of her military 


effort; is that not true? 

Mr. Casor. That is right. 

Mr. Herter. Is it not possible that if the military in its procure- 
ment problem had the authority to spend a part of ita money off-shore, 
and contributed, let us say, in this over-all picture in Europe from the 
point of:view of stimulating military production 4 putting X number 
of dollars in there,'it might in part take care of the economic picture 
that you are worrying about? - : ee 
"Mr. Oanor. That is certainly true. That is taken into account in 
the predictions on which we predicate the economic aid. The money 
that is spent directly by our Defense Establishment in Europe, and the 
indireot money which will be spent py cue soldiera who are in Europe, 
is taken into ‘account in figuring 6 balance-of-payments deficit, 
whick is one of the principal factors in determining economié aid. 
“Mt, Herrer. Then, in determining that, this $300 million to France 
might possibly Bo into a pool or something of that kind, which would 

stance; to finance a Belgium gun operation, so that 


allow you, for 
-‘ nunber of countries could share in that through the use of a certain 


number of dollars in a pool, in order to make it possible for ond country} 
liké Belgium, say, to prodilca’ for a number of countries in rope 
-« Ta tt possible thatthe dollars ‘might be used that way? i. i: 
dic My Oanor. It ie possible. - That leeway is given in our bill. That 
ranch of the Govern- 
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ment, to see how would bo tho best way to stimulate the production 
in ono country for use in another country of military end items, 

-Mr, Herter. Taking this rough figure of $300 million for France, 
how much of that would you say would iv directly into military 
produce: Assume that the best thing that you could do would 

0 to spend the whole amount of it in order to get that $300 million 
in dollar exchange in Franco, that all of it were to be used on either 
equipping through machine tools or in purchasing end items in Franco 
itself, would you feel that you had the situation in hand? 

Mr. Carnot. I do not think you can tell what part of the $300 
million goes into military production, because tho economic aid is 
used for a number of purposes. It cannot, of course, be. used moro 
than once. ~ : 

It is used to help the French maintain a high military budget. 
And their military budget is necessary in order to maintain tho 
divisions, and in order to pay for Bidvadoal equipment which 
they produce entirely themselves; or procure from-qther European 
countries, and in order (o-frovide facilities for the uction of 
hardware. It is the gapr6 kind of hardware in many that wo 
aro including in our military end-item programs. _ 

But wo do make 9/part of our policy that we will not give mijtary 
end items which c4n within a réasorable time and; reasonable ‘cost 
be produced in t Settee untry.} 

Mr. Herter. umabl\ out of tl milithry bidget of.the Frendy 
expenditures, if At is brought to the tw it should. be, it wi 
contain a consiflerable sum of e i Saat emesit parts or enc 


items that are ry, whether jt bo jeeps, half- 


approv the , 
tracks, guns o = wit e; directly i° t of the French 
iving at a ion j erable Part of that 


¢ puree 7] 
at Tam cy 
$300 million through placing contracts ’ Wi relieve tho Frenc 
that ar equivalent in 
the French econgmy. a 


i 
budget of a part of that oa and pul/ thet . 
Would you not accomplish your py as effectively as in litgle 
bite spotted all ovar, trying to bolster the French econgniy? 
Mr. Canor. Youhksuggestion\may be summed up, that our ey 
nce wee $300 ‘million, we 


It then you would-not have $300 million added to,the French 
budget which could be used for other purposes. You would not have 
the counterpart of it. - 

Mr. Herter. You would have the equ valent in the French budget 


still and available in France. It would be the 
spending it rather than you yourself checking it in counterpart funds. 
Is not the economic effect almost identically the same? 

Mr. Casor. I think it is substantially the same. You cannot use 
the same money twice. ; ; : 

Mr. Herter. What I am trying to get at in all of this is that if 
your economic effect is the same in keeping France in balance from 
the point of View of our dollar economy, and at tho samo time keepin 
the standard of living at a reasonable level, so that you are not fo: 
to turn too much of the production away from military production 
fo you not arrive at almost the samo formula, doing it this way, instead 

f really: going at it by tndivection in helping little segments of the 
economy and getting the dollars that way 


epee 


of 


276 THE MUTUAL SECURITY PROGRAM 


Mr. Carnot. Well, wo have various criteria by which the economic 
aid is judged. Mr. Bissell will Iater testify on that subject, 

1 think if you limited economic aid to the procurement of military 
equi ment, that then you could not use it for many other purposes, 
which would be very desirable from the United States standpoint. 

Mr. Herter. Yes; you can only uso it once. If you are gelling 
tho same end results and you are getting hem by different means, you 
are still making effective uso of those dollars, and possibly you pet 
pour entire military productive capacity of France built up faster 

y that method than going at the thing by indirection, whieh is 
bolstering little segments of the economy all over the land and having 
tho French take out of their military production budget so much more. 

Mr. Carnot. When you give money for off-shore procurement, as 
wo call it, there is no counterpart created. When you give money for 
tho purchase of commodities which ean be sold to the people of France 
you get a counterpart, and that counterpart can be used for various 
purposes, such as helping the French budget, which is used to produce 
military equipment. 

Mr. Herter. If your off-shore procurement is turned over to the 

French Army, you are relieving the French military budget, and you 
are in effect doing oxactly the same thing, except ‘you are letting the 
French Government spend the counterpart: money rather than by 
agreement between yourselves and the Freneh Government? 
* Mr. Canot. That is right. ‘Therefore, it may not be used to build 
up productivity, but just for existing facilities, which in the long run 
do not do as much good from the United States standpoint as the 
direction of the uso of this counterpart funds toward things which are 
more productive. 

Mr. Herter. Again, the reason I raised the point is that it is 
inevitable, no matter who are the ECA operators, if the French have 
$300 million to spend on the French economy, every sector will want 
bolstering from that $300 million, and that primary objective of 
increased military production, from the point of Europe being eventu- 
ally able to defend itself is concerned, might lose a part of the etfec- 
tiveness of the aid which is given. 

I am trying to find out whether or uot we might be more effective 
with the same number of dollars by doing a straight off-shore pro- 
curement job rather than doing it by tho old ECA nicthod, which has 
proved very effective. 

Mr. Cavor. That has had a great deal of consideration. We are 
doing some off-shore procuremeat, Wo have a feeling, at least the 
members of my committee, that there aro dangers in a large amount 
of off-shore procurement, because of the disincentives involved. 

Mr. Herter, Obviously if you did it you would have to insist that 
the French Government do its sharo in any caso, and not lay the whole 
baby in your lap. 

Anvother thing: Can you point out (o us the passage in the MDAP 
whero there is provision for the off-shore procuretnent? We uuder- 
atood it was in there, but wo cannot find it in the document. 

Mr. Canor, I think thero is no limitation as to where the purchase 
is made by the armed services under the Mutual Security Program. 
That is my understanding. ' 

Therefore, the armed services who do the procurement for tho 
tue Security Program could buy in Europe as well as in the United 

tates. 
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Mr. Herter. Does that apply to ordinary military appropriations 
everywhere; if there is nothing said about that, can vou buy off-shore? 
Mr. Canor. I will refer that question to General Scott. 


STATEMENT OF MAJ. GEN. S. L. SCOTT, UNITED STATES ARMY, 
DIRECTOR, OFFICE OF MILITARY ASSISTANCE 


General Scorr. As I remember it, this subject of off-shore procure- 
mont was discussed last year before this committee. It was indicated 
at that time that some money may be used for that particular purposo. 
legally, I believe it can be done. 

Mr. HerrKr. LT assumed it was legal. I was told definitely you had 
permission for off-shore establishment, but I could not find it. 

General Scorr. There is a procurement organization now operating 
in Europe under General Handy’s command. ‘This organization has 
been buying in Europe for several years. 

Mr. Herren. That is in part for your own production here in the 
United States? 

General Scorr. I do not quite understand tho question. 

Mr. Herter. In part, aro you buying small items that picco in 
with your own production hero? 

General Scort. That is right. 

Mr. Herter. That does not mean that tho end item goes to Europe 
and may bo used over there? 

Gencral Scorr. What they aro buying in Europe now, they are 
uelng in Europe. 

Mr. Herter. What procurement? 

General Scott. I am apes ting of off-shore procurement. 

Mr. Henrer. It is the MDAP and not the regular military pro- 
curement? 

Gencral Scorr. Thero are two types of procurement—according to 
Sete enon peveremient for tho services and procurement for 
Mr. Herter. When you procure for the services, you procure from 
regular appropriations? 

General Scott. That is correct. 

Mr. Herter. It has always been explicit in those appropriations 
that you could do off-shore procurement? : 

Gencral Scort. In tho service regulations? 

Mr. Herter. Yes. 

General Scort. I think there aro certain restrictions or limitations. 
Food, I believe, is involved in the law that permits such procurement. 

Mr. Herter. I could not find that. 

General Scort. It is my understanding that thero aro certain legal 
limitations. But 1 beliove that thoy are buying ordnance items, re- 
placement items, sparo parts, fresh vegetables, probably cloth of 
various types in Europe. . 

If you want details of that, I can givo it to you. 

Mr. Herter. Is that for servicing of our own troops? 

General Scorr. I believe that is right. 

Mr. Herter. None comes back to the United States? 

General Scorr, That is my understanding: 

Mr. Herter. I merely raise that point because I think you have 
an in-balanco there. In a type of country whero you do not have 
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the balance-of-payment problem, like France or England, that is one 
thing, but you have a different situation where you are not going to 
use the money again. 

ako Belgium, for instance. You are asking for a certain amount 
of moncy for Belgium. Tho balance of payments recently have been 
extremely good. There again the end-item orders in Belgium would 
be the most effective, it seems to me. 

Mr. Carnot. All,of our programs are based on a military budget, 
which we think is the highest which it is politically and economically 
feasible for the recipient countrics. 

If the budget is not_as high as we have predicted, then presumably 
the aid will not be as high as we are predicting. 

Mr. Vonys. Will tho gentleman vietd? 

Mr. Herter. Yes; if T may be allowed one more question. 

Mr. Vorys. Go ahead. 

Mr. Herren. Go ahead, Mr. Vorys. 

Mr. Vorys. Right at that point, is there anything in tho law or 
in ‘the proposed draft of the law that would require what you say? 

You say they aro to uso 10 percent. of their national income for 
military, and you say to country X, “If vou will come up to the 10 
percent, we realize that will affect. you by so many million dollars, but 
insofar as you come up we will aid you. But we are not going to give 
you the aid and have you fall short in doing your part.” 

The only provision that F can think of in the ECA law that expresses 
that thought is “continuity of assistance depends on continuity of 
cooperation.” 

Chairman Ricuarps. Will the gentleman yield there? T thought 
this law provided for a transfer of funds. ‘There is no provision that 
tho countries do thoso things. 

Mr. Canor. I think I can explain that. There is nothing in the 
act which states tho criteria which we shall use in determining the 
amount of economic aid. 

I do not think you could state it in law, nor could you predict in 
advanco just what criteria are going to bo given what weight. It is 
too complex. It is not only the criteria of the balance of payments, 
the amount of military aid, the amount of gross product that goes into 
tho military budget, but_thero aro criteria as to the number of divisions 
that are committed to NATO, thero are criteria suchas the amount of 
fighting that is being dono in other arcas of the world, such as Korea 
and in lochina. There are other criteria that at the moment I cannot 
think of. 

Mr. Vorys. Of course, in both laws tho President has the right to 
withhold or cut down on such aid for any failure of tho other country, 
but he nover does it. But, although wo hear that both in NATO and 
in ECA wo are disappointed, Eisenhower and Foster are disappointed, 
with the response of theso countries in doing things that are so obvi- 
ously in their own interests as well as ours, in no case that I know of 
except for a short time with Holland has aid ever been suspended. 

Am I correct in that? , 

Mr. Canor. No, Mr. Vorys. Iam afraid I cannot agree with you 
on that. 1 think we could find a great many instances in which the 
aid has been curtailed or set at a level lower, than had been anticipated 
by reason of our disappointments in performance or feeling that a 
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country was not assuming as large a burden as we had anticipated 
at the time when we made up illustrative programs of aid. 

Mr. Vorys. Belgium, for one. 

Mr. Canor. In fact, 1 might say in my office we aro almost con- 
stantly concerned with memorandums concerning the level of effort 
of the various countries with which we are dealing, and the bilateral 
negotiations with those countries to stimulate them (o greater effort. 

Chatrinan Rrenarps. Mr. Herter, you had one more question, you 
said. 

Mr. Herren. General Scott was speaking in terms of contracts for 
end-item replacement parts, and so on. Does the military sign those 
contracts? 

General Score, The military enters into such contracts. 

Mr. Herter. The military does negotiate the contracts? 

General Scorr. That is correct. 

Mr. Wnaten, So that you have been doing it yeurself for tho 
services? 
wage! Scott. We have been doing it both for the services and for 

é * 

Chairman Ricuanrps. May 1 interject. Uhere, General, are you 
talking about end items or end items and other things? 

General Scorr. Well, both. 

Chairman Ricuarps. Both? 

General Scorr. Yes. 

Mr. Vonys. Vogetables are end items, are they not? 

General Scorr. Vegetables ure end items in that they are complete 
without further processing. 

Mr. Jupp. Spare parts and asparagus. 

Chairman Rienarps. A port is not an end item, is it? 

General Scorr. We do not consider it as such. 

Chairman Ricnarps. What vegetables are you talking about? 

E Mr. Vonys, He talked about buying vegetables over there in 
Lurope. 

Mr. I[enter. May I ask a second question, sir? There is another 
question that is bothering me a great deal in connection with tho 
organizational structure we havo been talking about, This is mostly 
overseas. The most disturbing problem I think any of us have to face 
now is the question of trying to get some order of production within 
the 12 countries that begins to be of a size that you think is adequate 
to do the job; and, secondly, that dovetails into an over-all pattern 
so that each country is not duplicating what the others are doing, and 
so that cach is doing what it is best qualified to do for the benefit of 
all the NATO countries. 

Tho production experts we have overseas are split right in two 
between the London organization and tho regional office of the ECA 
that sits in Paris under Milton Katz with a number of production 
experts. You have an international organization that Herod is in 
charge of, and that Bill Batt is tho American represantativa of 
That entire production organization from overy ar 
of any kind whatever, It can do nothing but recom 
tionally, it is split, and our experts are divided betw 

When you get all through with it, tho only love 


getting anything done is ECA funds. Is that not 


nears 
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Mr. Canor. Yes; substantially correct. I do not consider that 
military end items are really a lever. Is that the word you used? 

Mr. Herter. Yes. If you just deal with military end items and 
you hold back on them, then you are cutting off your nose to spite 
your face. The problem is to get military end items in the hands of as 
many people as possible in as short a period of time as possible, so 
when you withhold on those in order to punish somebody it hurts 
both sides. The rest of the world must think that this is very funny 
with these disputes going on and nothing being done to accelerate the 
whole program. 

However, on this organizational thing it would seem to me it is 
awfully bad organization to have Bill Batt trying to build up an 
American corps of production people in London, with Milton Katz 
having a corps of production people in Paris, and essentially operating 
under two separate organizations. You have to take Bill Batt’s 
ECA hat off the production man in London and put him under 

USREP, an entirely different entity. 

Is there not any way of putting our effort in the international pro- 

duction field on a better footing with a little better grant of authority, 


in order to get things done? 


Mr. Canor. May I consider your questions in various parts? 

At first you referred to the production level in Europe. I think 
we can point to a good deal of progress. In production for use within 
the country where it is produced we have made a great deal of prog- 
ress. Perhaps not satisfactory progress, but we have about doubled 
the production within the past year. I am not now as well satisfied 
with the production in one European country for use in another coun- 
try of military end items. : That is a much more difficult. problem and 
ono to which we have given 4 t deal of thought. 

As to the organizational problem, Batt is the United States repre- 
sentative on the Defense Production Board, which is a 12-man board, 
and in which the 12 NATO countries are represented. Under that 
board there is an international staff headed by Mr. W. R. Herod, and 
it is he who is building up a team of production experts. 

Mr. Herter. But the international staff, as you know, consists 
very largely of Mr. Herod and a few people borrowed from Mr. Batt, 
and that is the entire international staff at the moment. — 

Mr. Casor. He is setting up an international staff. It is not very 
large as yet, but he has not been there very long. 

Mr. Herter. Yes. 

Mr. Casor. I can agree with Mr. Herter that the difficulties of 
doing this production job multilaterally are very great indeed, and wo 
have met with a certain amount of frustration in trying to do this job 
multilaterally by reason of the fact that the DPB and the Coordinator 
of the DPB, Mr. Herod, are merely advisory. They have no mone 
with which to carry on their plans, They must carry them out throug 
the 12 governments. . ; 

Ambassador Katz in Paris has economic aid, or he can at least got 
economic aid, being one of the most important members of the ECA, 
and can, therefore, do more to stimulate production than can be done 
multilaterally at the present time. 

However, I feel that there is very good'coordination between Mr. 
Batt and Mr. Katz through the Economic Coordinating Committee. 
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It has been suggested that there should be s command relationship 
rather than a mere coordinating relationship in Europe, just as you 
gentlemen havo suggested that there should be a command relation- 
Ship in Washington between the various parts of this team. 

personally feel that you run into just about as many difficulties in 
a command relationship as you do in 4 coordinating relationship, but 
I do not say it cannot work in a command relationship. I only say 
wo are getting along fairly well in most arcas in tho present coordinat- 
ing relationship, and particularly here in Washington. 

Mr. Herter. I think the impression of most of us who went over 
was that the quality of the individual dealing with these problems 
was oxtraordivarily high, but the organizational set-up, particularly 
the split between London and Paris, was very unfortunate. 

Again, this command relationship we are speaking about, and 
having the use of tho effective weapons, which in many cases has 
developed as something to stimulate things with, has not been co- 
ordinated satisfactorily in developing thesc multilateral relationships. 

Mr. Carnot. May I speak of the locality problem for a moment? 
Tho reason Ambassador Katz is in Paris was that historically Paris 
was the point at which we carried out the European end of the 
Marshall plan. There was set. up in Paris the OEEC—the Organiza- 
tion for European Economic Cooperation—which has been extra- 
ordinarily effective in integrating the economies of these European 
countries. 

We felt that to move Ambassador Katz—the OSR, as it is called— 
from Paris to London, would seriousty interfere with his relationships 
with the OEEC, and that is why Katz has stayed in Paris. ‘The other 
is in London because the DPB was set up there, that being the head- 
quarters of NATO. 

There are many advantages to DPB and Mr. Batt staying in Lon- 
don, both because it makes it easier for him to work with the head of 
tho team, Ambassador Spofford, and because the head of the military 
Regione! group, Gencral Kibler, is focated in London. 

Mr. Herter. For what it is worth, I think we had a feeling very 
strongly that if both Spofford and the production team came to Paris 
it would make a much better integrated set-up. After all, the JAMAG 
in London is operating largely as a clearing house of information on 
military end items, and I do not think that was necessarily as import- 
ant in Paris. 

Certainly from the point of view of shipping thoy could well remain 
in London, because that is the obvious place for shipping information. 
I think if you could pring together all the members of this team at ono 
spot, even though they have been coordinating extremely well with 
each other, in my mind it is not a good organizational set-up at all, 
and you can make very real improvements in it. 

I realizo all the difficulties you have had in having them separate 
and some of the objections to bringing the whole NATO group to 
Paris, but I still think they ought to bo all together and all in one place, 
if just from the viewpoint of not having people traveling back and forth 
day after day after day in trying to maintain a coordinated operation. 

hairman Ricuarps. Do I her want to say anything about that? 

Mr. Canor. I think Mr. Herter made o very careful study of this 
problem, and he certainly sees the aspect of the problem. -Thero is 
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not any casy solution, however, You cannot move overything to 
London, or everything to Paris. So long as you are going to have 
the split there is no casy place at which vou can split the different 
parts of the team. We think we picked the best clave to split it.’ 

Mr. Herter. I felt particularly strongly about the production 
thing which is the thing that really needs more of a spark plug than 
any other part of the operation, and the thing that really needs some 
gimp in it. If you bring that all together I think it would be very 
important. 

Chairman Ricuarns. Did either one of you gentlemen, Mr. Mays 
or Mr. Holifield, have any questions right now? 

Mr. Housrretp. No. ‘Tho only reason we are leaving is because 
they are voting on that amendment now. IT wonder if we could 
have a temporary recess on that and then come back. 

Chairman Ricitarps. We can do that. When was it set for? 
Was it 3:30? 

Mr. Hotirieup. Yes. 

Chairman Ricuarvs. We can recess for 15 minutes. 

Mr. Vorys. Are there any further questions? I wonder if we 
should hold Mr. Cabot longer. 

Chairman Ricuarps. Is there any necessity to hold Mr. Cabot 
hero any longer this afternoon? If anyone has a particular question 
he or she wishes to ask they could do that now and we could complete 
it at this tin’e and not come back. 

Mr. Jupp. I have ono short question, Mr. Chairman. 

Chairman Ricnarps. All right, sir. 

Mr. Jupp. Would it not be possible for Mr. Batt to have his two 
activities in London in one office if he is going to be kept in London? 
I realize he has two hats. Why cannot ono staff do both jobs instead 
of two separate empires? 

Mr. Canor. Ho has only one staff, I believe, Mr. Judd. His staff 
in the ECA is a fairly important staff. In the DPB he is tho Ameri- 
ah representative on an international board. Ho has it all from one 
office. 
Mr. Herter. Ho has 37 men in his office in is position as produc- 
tion representative. 

Mr. Jupp. That is what I thought. I understood he had two 
separate offices and staffs. 

Mr. Herter. They are in entirely separate buildings and there are 
very considerablo staffs for each. 

Mr. Jupp. Every Congressman has two or threo jobs. We have to 
attend to legislation, we have to attend to constituents and we have 
C attend to dealing with agencies, and we do not have threo offices for 
then, 

Chairman Ricuarps. Let me say this, Mr. Cabot. Mr. Herter 
Mr. Battle, and a couple of other members went over on this special 
study. Thoy stayed in Paris and in London a week making an 
exhaustive study of these points. In this report wo brought back 
some of the recommendations on how to do away with certain over- 
lapping and, you might say, dual agencies. That is the reason why 
I imagine he ts zelaing tat point. ; ; 

Mr. Rooseveit. Why replace Mr. Katz? Why not put Batt in 
there and join them? 
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Mr. Jupp. Why put a new man in Mr. Katz’ office? Why not 
move Batt up to that office and combine it and Iet him handle tho 
whole thing. 

Mr. Canor. I would prefer that question be answered by ECA as 
I have no administrative control over the appointment of successors 
to Mr. Katz. 

Mr. Jupp. We are not. talking about individuals. We are asking: 
Why not eliminate one job there? There are two jobs, or at least two 
aspects of the same job, and one is more inclusive than the other. 

Mr. Herter, But Mr. Batt is directly under you when he wears 
the hat of a production expert. 

Mr. Canor, No, sir. 

Mr. Herter, In the NATO organization he is your particular baby. 

Mr. Roostveir. He is under Spofford who, in turn, is under the 
Sceretary of State. 

Mr. Vorys. I think you need another coordinator to coordinate 
Mr. Katz’ two functions. That is what we need, 

Mr. Roosrveut. I think we need an ISAC or coordinating com- 
mittee for the committees of Congress too. 

Mr. Jupp. The point is this: Any opponent of this whole program 
can go down and by merely showing all these charts on the floor of 
Congress can lose 50 votes for the bill. I think I could do it with the 

encral public. People would look at that set-up and say, “That 
is what Iam paying for? Maybe it makes sense but I can’t see it.” 
Even though the functions remain, you can simplify it—— 

Mr. Roostvetr. But you are not a demagogue. You would not 
do a thing like that. 

Mr. Jupp. No, I would not but somebody could and I am afraid 
somebody might. 

Mr. Carnot. Might I correct a misapprehension as to Mr. Batt’s 
position which scems to be prevalent here? Mr. Batt is not under 
Ambassador Spofford except to the extent that Ambassador Spofford 
is tho leader of the regional team. Mir. Batt took his appointment 
as head of. the Defense Production Board from the Department of 
Defense, 

Mr. Wsrarer. From the Munitions Board. 

Mr. Canor. And his backstop is the Munitions Board. Mr. Katz 
is from ECA so that the relationship between those two gentlemen 
is ono that heads up in the President of the United States. 

Chairman Ricnaros. Dr. Eaton would like to ask a question. 

Mr. Eaton. Like all the committee we are greatly impressed with 
your grasp of the problem. You use the phrase, “foreign policy 
obinctives Could you give us in a word or two what those objectives 
are 

Mr. Casor. Yes, sir. I can in a word or two. Tho security of 
the United States. 

Mr. Eaton. That is tho whole show? 

Mr. Casor. I think that is the only real foreign policy objective 
we have. 

Mr. Eaton. That is our activating motive? 

Mr. Caror. Yes, sir. 
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Chairman RicuHarps. Thank you very much, Mr. Cabot. You 
have been a mighty informative witness and we appreciate your 
coming up here. If we should necd you at a later time we will try 
to give you notice. 

he committee stands adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 3:35 p. m., the committee adjourned until 10 a. m. 

the following day, Friday, July 13, 1951.) 
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FRIDAY, JULY 13, 1951 


Hovss oF REPRESENTATIVES, 
ComMITTEE ON Foreian AFFAIRS, 
Washington, D. C. 

The committee met in the House Foreigu Affairs Committee room, 
the Capitol, at 2:30 p. m., the Hon. James P. Richards (chairman) 
presiding. : 

Chairman Ricnarps. The committee will come to order, please. 

We will now have as our witness General of the Army Omar N. 
Bradley. We are very glad, Gencral, to have you with us this after- 
noon. Will you niocead. sir. 

General Brapiey. Mr. Chairman, if it is all right with you, I will 
read this statement and get it into the record. 

Chairman Ricnarps. Yes, sir. 


STATEMENT OF GENERAL OMAR N. BRADLEY, CHAIRMAN, JOINT — 


CHIEFS OF STAFF 


General Braptey. Mr. Chairman and members of the committee, 
you have heard testimony on the world situation; the economic, tech- 
nical, and military needs of the free world; and the United States 
relationships to them. I would like to add a brief statement on what 
the Mutual Security Program means to this country from the military 
viewpoint. , 

Two years ago the Department of Defense urged this country to 
join the North Atlantic Treaty, and to establish a corollary program 
ot military aid in order to givo real military muscles to our defense 
plans. 

Fundamentally, we joined the pact as a deterrent to war, and as a 
protection to the free world if war were thrust upon us. 

As military men we looked at the treaty and the military aid pro- 
gram from the viewpoint of its military necessity, and its contribution 
to our own security. 

We needed allies, and at the same time we wanted to deny those free 
nations to an agaressor who would try to include them among his 
satellites. Through the treaty, we combined the military efforts 
of more than 300 million people in a collective security pact. 

We also counted on the industrial potential of our 11 friends which, 
when added to ours, was a critical factor in our hopes for the future 
security of the Western World. 

We stressed the point that the fronticrs of our collective defense 
were in the heart of Europe, and that, consequently, the geographical 
position of these allies contributed to our security. ~ 
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We still hope to deter aggression, aud these samcffactors are valid 


today. 

We still must have friends. Our security demands that the Soviet- 
satellite combination be prevented from picking off any more nations. 
‘The free world still needs the industrial potential—the resources and 
skilled labor—of all of our combined nations. The United States 
defensive frontiers to the cast remain in the heart of Europe. 

In planning the military aid program with the other member na- 
tions of the treaty, we have considered their most important require- 
ments along with the weapons nnd matériel requirements of our own 
forees. Both tho treaty and the aid program are integrated, collective 
security efforts. 

You aro now considering further expenditures to continue the 
economic and military aid for friendly, needy nations throughout tho 
world. It is again timo for a critical examination of the program so 
that it will do the United States and the free world the most good. 

When we gage the progress being made, we have to examine the 
treaty and tho Mutual Defenso Assistance Program together in order 
to get a true picture. Looking over the acconiplishments of the first 
2 years, I am encouraged to recommend that we continue, and possibly 
enlarge our participation. 

The tension in this world has not decreased, and the North Atlantic 
Treaty Organization is even more important today than it was 2 years 
ago. As far as the North Atlantic arca is concerned, there is no 
direction to go but forward. 

In this day and age, collective security requires a collective effort 
on many fronts. It requires economic cooperation, industrial coop- 
eration, international political trust and confidence, as well as collec- 
tive military planning. Wo have made strong beginnings in all of 
these fields. 

Except under the pressuro of war, or under a dictatorship, no group 
of naticns has ever before collectively planned their defense, integrated 
their weapons programs, and allotted forces to an international com- 
mander. This feat stands as a marvel of accomplishment. 

Without American leadership this would not have been possible. 
It is also to our credit that this 12-nation defense system has evolved 
without duress or pressure from the leader nation. 

Now, the North Atlantic Treaty Organization must dovelop, equip, 
and effectively train, the forces that our collective defense plans 
require. 

he creation of effective forces is the major military problem facing 
us today. Some of your committee members have just returned from 
a trip to Europe. Undoubtedly they have talked over some of the 
specific problems involved, and have undoubtedly seen the gains we 
have made, as well! as the gaps that still exist. In my recent talks 
with General Eisenhower and his staff, the French Chiefs of Staff 
and the Bkitish Chiefs of Staff, we discussed these problems. 

On the military front, it is apparent that the North Atlantic Treaty 
forces can only be equipped quickly by further assistance from the 
United States industrial capacity. 

The items represented in title I of this bill total more than $5 
billion required for this task. Titlo II, totaling approximately $415 
million, is for Greece and Turkey whom we have elready aided for 4 
years, and whom we hope some day can be included in the North 
Atlantic Treaty Organization. ; 
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Title IT also includes essential military aid for Iran. The program 
for Iran has been a part of our assistance to the Near East. and Africa 
since the military aid funds were first appropriated. . 

Wo are also asking for authority to grant aid to the other free 
countries of the Near Eust and Africa if it becomes necessary to our 
security to do so. 

There is a gap between the forces we have now and the forces General 
Eisenhower necds for an adequate defense of Western Europe. First 
priority must be given by all nations to the task of making the forces 
we have now really effective and ready for combat. In the case of 
Europeon nations, this task could not be accomplished quickly enough 
without a sound military aid program from the United States. 

In addition to making truly effective the forces we have now, the 
rest of the forees we shall need have to be mobilized, equipped and 
trained. There is no hope of accomplishing the remainder of the job 
in the next few years without continued military aid from us. 

As you already know, the military aid part of this Mutual Security 
Program takes two forms: direct provision of end items of military 
equipment, and also assistance in the form of machine tools, produc- 
tion tools, and other essential items to help them rebuild their arma- 
ment industries, : 

I would like to expand on the last sentence a little bit to make sure 
it is understood. In other words, the aid which supports European 
military efforts is not only in the form of end items produced in the 
United States, but also in the form of economic aid provided for in 
the ECA part of this bill. 

In other words, the ECA part is to establish some war industries 
as well as helping along other Fines to assist the European governments 
to build roads, ports and airfields, while feeding and housing their 
forces. That is the reason for that sentence, if it needs any further 
explanation. 

ais we consider the collective security effort we are making with our 
allies, there are two questions uppermost in American minds. Will 
thero be time for us to make the defense of Western Europe effective? 
And are the other members of the pact contributing a fair share? 

To answer the first queation of time, J] must honestly state that no 
one knows. 

Two ideas come to mind, however, when I hear this question asked. 
First, we set out upon this program to improve the defenses of the 
North Atlantic area as a hope that it would act as a deterrent to war. 

Despite the Communist propaganda at the time of the signing that 
the Organization of the North Atlantic Treaty would be considered 
an aggressive act, so far the Soviet-satellite combination has not 
moved in Western Europe. 

As long as we have time to do so, we must continue to apply overy 
effort to making the collective defense a continuing and stronger 
deterrent to aggression. 

The second thought this question brings to mind is this: If we 
continue to make an effort to strengthen the North Atlantic Treaty 
Organization and prepare our collective defense, we will bo better 
prepared if war is thrust upon us. 

e other alternative—not continuing to give every aid we can to 
tbe collective-security effort—can only lead to a defenscless and 
supine military position. 
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The second question: Are the other membors of the pact contribut- 
ing a fair sharo?—is an equally difficult ono. 

‘rom my converaations in Europe, I am convinced that tho mili- 
tary mon of theso nations aro working steadfastly to contributo overy- 
thing that thoy can. Tho great increase in their military budgets 
this year over last year would also indicate to mo that they have 
every intention of continuing to improvo tho stato of their own 
defenses, and continuing to make a maximum contribution to tho 
collective dofenso security effort. 

As many of you heard during your recent visit to Kurope, France 
is perhaps tho key nation in the North Atlantic Treaty Onganization. 
My discussions with the French Defense Minister, the French Chiefs 
of Staff gave mo overy indication that Franco has increased her defense 
effort and oxpcots to increase it still moro, 

In tho defense of Europe, France is a key nation. Hor needs and 
her problems are typical. For France, and for the other nations, our 
military aid program should soon enable our European friends to 
manufacture their own spare parts and maintenanco items. 

To defend Europe tomorrow, thoy all need end items of ready 
equipment. But to defond Europe 5 years—and I uso 5 years not 
as an oxact figuro, but figuratively—from now, and to givo them tho 
security of their own making, they need arniaments industries. 

This long- ge investment which is an integral part of this program, 
will ultimately decrease their depondenco on the United States. 

“It is obvious that tho bulk of the weapons for tho defense of Europo 
currently must be provided by tho United States; but this can only 
be accepted as a temporary condition. ; 

In due time tho security forces of European nations will have to bo 
maintained by the Europeans. If wo help thom plan their rearmament 
wisuly, the futuro requirements for spare parts and maintenance of 
these forces should largely bo met by the European nations them- 

Ve@i os : 

:- Just as much as we would dislike having them permanently dopend- 
ent gn our production, they would dislike the long-range possibility of 
continually leaning on us. - ; 
-.. So for this year, wo must do both: Give them tho end items, and 
encourage the developmont of their own armamont industries toward 
6 eelf-eustaining ig, cc oo 
- Because :EOA has done such a. marvelous job, both as to moralo 
, and the improved economy of the recipient nations, thero might bo 
some tendency ta slack off now, especially whon we are faced with tho 
‘military ‘aid-p i Hee 


rograni. - fata ces - oye . : 

to believe it-Js wise to point out. that many of those cconomic pro- 
ns contribute materially to. tho potential industrial development 
fh at will; enable: {hese nations to assume moro of the rearmamont 
oed for the longér-range veapons production program, 
.-, ‘There is one more encouraging | gn in the progress being mado by 
our ‘alliea.’: Many: of. these. nations that started with little or no 
‘foundation havo made dignel | rovemehts in their own armed 
_foroes~orgdnizationwise and: tralningwise. at 

Cer arc noncommissioned officer schools and training havo been 
oF |and improved throughout NATO. New technical dovelop- 
: faente have beén adoptid: whereven posaibld. | And national military. 
i udgeta have been increased. All these indicate to mo that they are 
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in this thing to stay, and with overy intention of contributing as 
much as possible to the collective defense. 

Ono of my main purposes in making tho recent trip to Europo WAS 
to make my own estimato of the progress being mado in Europe 
under Geonoral Eisenhower, 

As you know, when tho appointment of a Supremo Commander 
was considered, wo were doubtful about appointing an American 
commander for forces that did not exist and could not exist for many 
months, 

On the other hand, it was hoped that General Eisenhower's presenca 
in Kurope, and tho creation of his command, would be o “shot in che 
arn” to European morale and European defense efforts, In my 
opinion, it has worked out this way. 

I have been most favorably impressed by the splendid job of 
organization, and planning dono by General Eisenhower and the 
mentbers of his SHAPE staff representing the North Atlantic Treaty 
Organization nations. 

lis presence there, and the strong leadership ho has oxerted, has 
brought renowed confidence and renewed vigor to our allies in Europe. 
He desorves every support that wo can give him in his difficult task 
of closing tho gap between the forces at hand and tho forces we need. 

Our effort alone cannot accomplish this, but in combination with 
tho other nations, wo should bo able to provido a strong and adequate 
defense of Europe. 

I havo given most. of my attention in this statement to title I— 
the European section—of this program. Howover, when wo study 
carefully tho information our intelligence provides concerning tho 
Sovict satellite disposition of forces, we immediately recognize that 
the other areas in this program—tho Near East and northern Africa 
Asia and Latin America— aro also vital to the improved security o 
tho ee States, as woll as the continuing chanco for peaco in tho 
world, 

Tho Near East and northern Africa aro contiguous to the North 
Atlantic Treaty area. Our responsibilities of leadership in Asia and 
Latin America havo nover beon so great before. 

Most of them hold membership in the United Nations, and all of 
these nations represont groups of freo mon and women who want 
peace and conn) and a chanco to improve thoir ways of lifo. 

This combined program of foreign aid—mililary, economic, and 
technical—is a program entirely worthy of a great and gencrous nation. 
If it pays off in peacoful years, it will bo tho greatoat investment that 
ay nation has ever made. 

hairman Ricnarps., Thank you, Goneral. I think that was a 
strong statement of your caso. 
_ Wo will proceed undor the 5-minute rulo. I havo one or two ques- 
tions I would like to ask: - 

Our own dofenso budget outlay this year is more than $60 billion. 
In this bill there is more than $6 billion. Would you caro to state 
to the committes your opinion as to tho relative importance of these 
two items in tho defonso sct-up for sooty? ; 

Gencral Brapitey. Mr. Chairman, I think they aro so integrated 
that each one is essential, It is hard to say you can do ono and not the 
other one and atill expect to accomplish our purpose. 
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In other words, the purpose of both of these bills, that is, the defense 
budget for the Armed Forces and the help to Europe, are all designed 
to increase our collective security forces to a point where they will 
act as a deterrent to war. 

It is very hard to say that onc is more important than the other one, 

You might say that if war should happen before this thing becomes 
effective, then maybo what we spend here at home will be of more 
ultimate use than what we spend abroad. 

But a third world war, with all of its destructiveness, is so great, 
and the final results would be so catastrophic, that it scems to us that 
you ought to lump the two and think of all of them as a deterrent which 
would avoid such a world war. 

Chairman Ricuarps. Would you say, taking into consideration 
tho entire world picture, politically and otherwise, that it seems to us 
that one is as important as the other? 

General Brapvurty. Yes, I think they are, sir. 

Chairman Ricuarpbs. General, practically all of this military pro- 
duction, except some items for maintenance and other things, will 
come out of American industry. That being the case, do you think 
it would be wiser to do it as it is suggested in this bill, or would it 
be wiser to allocato a certain percentage of our production in the 
United States for the military program in Europe, and turn that 
over to General Eisenhower to allocate to the individual NATO 
members, and thus possibly get better cooperation by doing that? 

What is your idea on that 

General Brapiey. In my opinion it is much preferable to do it 
this way: This is a very carefully worked out program, based upon 
recommendations of the people who do the planning in Europe, then 
screened by tho Joint Chiefs of Staff here, with a special staff set up 
to study it for them. 

And it is also entwined so much in our Government policy that 
I do not sco how you can delegate that to somebody abroad. 

Another big point is that General Eisenhower is really an inter- 
national commander. He is not a United States commander. 

To turn over to an international commander a thing which is 
primarily a United States business, I think is setting a dangerous 
precedent. Furthermore, he docs not have tho staff to do it. Of 
course, you could build that staff up. : 

Suppose General Eisenhower's successor is a Frenchman or an 
Englishman. I do not think you would want to do this. I think 
you must think of General Etsenhower as almost wholly an inter- 
national commander. And I do not think this is something that you 
want to turn over to an internationel commander. 

It is so wratped up in our governmental policy that I think you 
should keep it hero in Washington. 

Chairman Ricuarps. Mr. Vorys. 

Mr, Vorys. General Bradley, as to General Eisenhower's status, 
is he like MacArthur, serving under our Commander in Chief, or is 
he actually selected by the 12 nations and, therefore, he himself is an 
international commander? 

General’ Brapiey. Ho was specifically asked for by all 12 nations 
of the North Atlantic Treaty Organization. And ho reccives his 
orders not from the President but from the standing group of tho 
North Atlantic Treaty Organization. So, to that oxtent, to answer 
your question, he is not in the same status as General MacArthur. 
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Mr. Vorys. Ife was not appointed by our Commander in Chief and 
would not be subject to removal from his present office by our Com- 
mander in Chief? 

Gencral Brao.ey. [ would not go that far, becauso after ail ho is an 
American officer. 

Mr. Vorys. Ho could bo retired? 

General Bnapuey. ‘hoy could recall him if they wanted to, if there 
was reason for it. 

In the caso of General MacArthur, ho was acting as the United 
Nations commander, under a situation where the United States 
Government had been designated the executive agent for the oper- 
ations by the United Nations. ‘That has not occurred in this case. 
In other words, the United States has not been appointed executive 
agent for NATO as far as tho Supreme Commander of Europe is 
concerned. 

Mr. Vorys. ‘That is what I understood, that therg was a distinction. 

On page 9 of your statement vou said: 

We must do both: Give them the end items, and encourage the development of 
their own armament Industries toward a self-sustaining basis. 

There is a third thing that wo must. eppncently do that wo did not 
know wo were going to have to do when this was presented 2 years ago, 
that is, furnish our own ground forces. You have gone over that in 
great feongth before another body recently. I wish you would tell us 
why it is that wo now find it necessary not only to furnish end items, 
not only help to develop their own, not only as we were informed whon 
tho plans started in 1949 to furnish a strategic air force and navy, 
but furnish ground forces. 

General Brapiey. Well, when this question of additional troops 
to Europe camo up—and I assume you are talking about additional 
ones because we have always been committed by occupation forces— 
two questions arose in my mind. In the first place should we, as you 
say, send troops to Europe? Could they furnish the ground troops 
and let us help by our mobile forces, air and naval forces? 

Mr. Vorys. Plus these gigantic supplies of end items and this 
enormous economic aid. 

Gencral Bravery. That is right. I think wo would all wish wo 
did not have to furnish it, but I think you havo two or threo stages 
to consider. If by sending a certain number of divisions to Europe 
you made this security force such that it would deter aggression, I 
think wo would all be willing to send whatever that force was, if it 
was anything within reason. 

I think that is ono thing we are faced with hero that for some time 
to como wo aro going to have to furnish a certain number of ground 
forces in order to make that force a deterrent. Then the question 
came up and wo argued this at great length—and I certainly did 
with myself—should wo send them before this X number of divisions 
would make it effective. There are a lot of arguments for not sending 
them until such time as tho six divisions, or whatover it is, would make 
that force effective. 

On tho other hand, it is just like sending General Eisenhower ot er, 
as I stated.. It acts as an incentivo to these people to exert greater 
efforts. It shows them we are in this thing really to make it effec- 
tive, and wo are willing to give our own forces to make it effective. 
We aro willing to lend them a commander to mako it effective. 


oy 


Celene tite ee 


292 THE MUTUAL SECURITY PROGRAM 


So what the answer to your question will be 5 or 10 years from now I 
do not know. I would hope the answer wil! be, ‘Yos”, they are now 
strong enough so that they can hold it until we send them over there 
aftor it starts, and we do not havo to keep them over there on the 


und, 

That condition docs not exist at the present time, and I do not think 
anybody can say just how soon it will. I think we hopo that condition 
would exist at some time in the future. ; 

Chairman Ricuanps. Your time has expired, Mr. Vorys. 

Mr. Ribicoff. 

Mr. Rinicorr. No questions at this time. 

Chairman Ricrarps. Mrs. Bolton. 

Mrs. Bouton. Gencral, you have a most interesting statement, from 
which I would deduce that your sense of this wholo thing is that we are 
entered upon a period when the free nations must build themselves a 
strength sufficient to withstand the onslaughts of those in opposition 
to freedom, regardless of the cost to all of us together? 

pegneral Brap.ey. Yes, I do, because the alternative looks rather 

ack. , 

Mrs. Botton. It certainly is. No matter what the outcome is in 
Korea there must be no letting down of our efforts to strengthen 
ourselves. 

General Brabiey. Well, to me Korea indicated that the Russians 
were now ready and felt themselves in a position to start more ag- 
gressive acts—I might say begin aggressive acts of a bigger size, if 
you want to put it that way, than they had before, with the attendant 
risk that it might start a world war. 

Just because we stopped them in Korea and kept them from ac- 
complishing their purpose, I do not believe we can tako that as an 
indication that thoy are not going to continuo their policy. They 
have had this policy for years and years. It was taken over from tho 
czarist government by the present Communist government. It is tho 
nature of the people and the nation, and I do not think just because 
we have stopped them once that they are going to change their whole 
world-wido policy. 

Mrs. Botton. As you understand that, it means that their goal is 
complete domination of the world? 

General Bravtey. That is their intention and, in -fact, I beliove 
they have announced that. They have announced that communism 
and our form of freo enterprise and government just cannot live in 
the world together. As long as they have that, I think we must expcct 
that they are going to continue to try to accomplish their end in some 
way. If they cannot do it in Korea they will try it somewhere elso 
and I do not think this is any indication at all that they have changed 
their minds, 

Mrs. Botton. Thank you. 

On page 11 you speak of northern Africa—the Near East and 
northern Africa. Are there not other potential strengths end weak- 
nesses in other areas of Africa? It is not just the northern part of 
Africa that is important to the freo world, is it? 

General Braptey. No. It is the part of Africa which is most im- 
mediately under the guns and probably concerned. Of course, south 
Africa is pretty much in a position to take caro of itself. It is, I am 
sure, ono of those countries that we could expect to join us, although 
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they are not in any treaty organization with us. I belicve we all feel 
south Africa weil come in, in any war England comes in. 

Mrs. Boutox. Sometime when I have you alone I would tike to 
discuss a little bit the intelligence aspects of the situation. 

Chairman Ricuarps. Is that all right with you, General? 

General Brapiry. Yes, sir. 

Mrs. Botton. But I would just like to refer fora moment to title IT, 
which takes in the Near Enst and Africa—north Africa. It is very 
general and very short. I wondered if you had in your own mind plans 
uae were moro detailed in the way of granting aid to the free countries 
there. 

General Brap.iry. .We do, and General Bolte, I believe—no, it is 
another officer, and I have forgotten which one it is now who is going 
to testify specifically on that and who has gone into all these details. 
I went into all of these breakdowns last fall, when the Joint Chicfs 
approved this program, but in trying to read back jnto it I have not 
gone into that much detail. 

Mrs. Botton. But you will cover that? 

Gencral Brapiev. Wo will have an officer up here who will testify 
paca on all of the things involved in the Middle East and north 

rica. 

Mrs. Bouton. Thank you very much, Gencral. 

Chairman Ricuwarps. Mr. Battle. 

Mr. Barrie. No questions at this time, Mr. Chairman. 

Chairman Ricnarps. Mr. Smith. 

Mr. Suita. General, on pago 10 of your statement you say it was 
hoped that General Eisenhower's presence in Europe and the creation 
of his command would be a “shot in the arm” to European morale, 
and European defense efforts. Why do you think it was necessary 
that Europe get ao shot in the arm? 

General Braptey. Well, sir, in my opinion, as I indicated in an- 
other way maybe here, France is more or les the key to this thing, 
and the key to French security forces, in my opinion, is spirit. I 
think most of us would say—I do not know whether we are right or 
not—that the French spirit to resist has not been as high in the last 
few years after having been overrun partly in 1918, and then over- 
run again in this last war, and they possibly need more of a stimulant 
or a shot in the arm, or encouragement, or whatever you want to call 
it, than maybe we would, or some of the people who had not been 
occupied, 

That is what I mean by a “shot in the arm.” I havo no doubt 
that France's desire to resist and build up these security forees would 
pretty increase—and that would come back to the point where they 

avo great national pride in their sccurity forces—if left alone; but 
we would like to speed that up. I think the presenco of General 
Eisenhower, with his reputation and his prestige—and they know what 
he stands for—I believe his presence in France will speed up the 
building up of the security forces and their interest in national security. 

Mr. Satu. I think if any man could do it, he could. It was my 
poviege to be over there with our group a few weeks ear and some- 

ow or other I came away with the feeling that General Ike,” as we 
call him, was acting as a sort of cheer ade for Western Europe. 

Now, I would like to suggest why I think they lack this spirit you 
are talking about, which is absolutely essential if we are going to have 
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a real defense in Western Europe. In 1948 the standard of living of 
the French people, that is, the workin people, was $518 per year. 
After we have poured in the Marshall plan billions we find it is today 
$525 per year. So long as wo have that kind of a standard of living, 
can we expect to arouse a people toa fighting pitch? It seems to mo 
that the whole military effort rests on the spirit of the people, and as 
of this date I do not. believe it is there because of this low economic 
state that the great, bulk of those people are in. 

General Braptey. To me that is one of the questions that arises 
when you start studying French defense. I do not know of any 
subject that is more complicated than just that, and that is one of tho 
big elements init. I went over and got a lot of figures, and I havo a 
lot of figures at home, and I find it very hard to analyze. There are 
a lot more elements that enter into it, if { might mention some of them. 

They have, with the aid we have given them, been able to come 
back industrially, and they are now producing about 135 percent of 
what they were able to produce before the war. Well, you immedi- 
ately ask the question, if they come back that much why can they not 
convert more of it to building these spare parts and their own matériel 
and equipment, and so on. Then you begin to look around for that. 

I think there are several elements that enter into it. One of them 

ou have mentioned—the low standard of living. Involved in that 
is the wide difference between the cost of things arid their wages. 
Some people I talked to brought up this question: If you make them, 
by insisting in some way, by holding conditions over them, convert 
more of this industrial capacity to war equipment now, and thereby 
possibly reduce the supplies of civilian goods, may you not still further 
aggravate the problem by raising the price of the commodities thoy 
havo to buy out of that $525? 

I do not believe all of that high price is due to the scarcity of ma- 
terials and the fact that they have not caught up. There are other 
elements that enter into it. 

Far be it from me to get into the political side of this, but I think 
it is a question as to whether or not something should not be dono 
maybe to lower the profit element percentage. I do not know enough 
about it to know how much that affects it, but I-suspect a lot of peoplo 
are getting richer; whereas, if they could level the thing off a little 
more, you would remove part of that. ° 

Another thing that enters into it, of course, is the finance. How 
much can the Government finance without undoing some of the good? 

Another thing is the question of raw materials, which wo are all 
competing for, including yourselves. 

However, we get down to the question of, well, if you-push them 
too fast, or if they push themselves too fast and cause this $525 a year 
man to have to pay more for his fucl and food, and so forth, may you 
not force him into communism? Then, instead of having 26 percent 
Communists, or whatever it is, you may raiso it to the point where you 
lose the battle internally, . , 

So it is a very complex problem, and frankly I do not know what tho 
answer is, J think that is one of the reasons why we aro going to 
have to depend very largely on people on the ground, like General 
Eisenhower and his staff, and the ECA’ people, and Mr. Herod and 
his staff, all working together to try to find out just what is the answer 
to this problem. 
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I cdo not know, certainly, in a short period, with what time I have 
had to put in on it. 

Mr. Sarr. Of course, I think this: Until we begin to devote some 
timo and study to that problem, much of the moncy we spend for tho 
military will bo going down the drain, because we are not going to solve 
the basic problem involved. I think this is one of the answers to 
communism, or at least one part of it. 

Gencral Brapuey. I do not think it is going down the drain neces- 
sarily. ‘The things that are in this bill are end items for units which 
are actually being formed, and they will not be turned over to them 
until thoy are formed and ready to receive them and tho economic aid, 
all of which gocs to making war matcrials. Certainly that must be 
coordinated by Mr. Herod and the rest of them that are over there. 
I do not think this is going down the drain, but I think it is going to be 
less effective unless pretty soon they convert more of their effort to it. 

Mr. Smitn. But these people are the ones who are going to use this 

, end-item matcrial, and until we get tho right spirit in them it is ques- 
tionable. 

Gencral Brapiry. Could I add a little answer to that, Mr. Chair- 
man? 

Chairman Ricnarps. Yes, sir. You are talking about the will to 

’ fight, are you not? ; 

Mr. Suitu. Yes, sir. Iam indeed. 

General Brapzey. It is one of these circular things again as to 
which comes first, the hen or the egg, because in my opinion this 
equipment, or getting these units wel equipped and well-trained, and 
having them well-supplicd, and getting the war industries started 
raises the spirit, becausc when these men go home on furlough and 
start bragging about what a grand outfit they have with these new 
trucks and tanks, whether the French built them or whether we have 
built them, that raises the spirit of their immediate neighbors, and 
that is part of the jor In lifting the spirit of France it goes all 

ether, in my mind. 

Mr. Sura, Thank you. 

Chairman Ricuarps. Mr. Burleson, 

Mr. Bur.eson. I only want to inquire, Mr, Chairman, if it is 
anticipated that we will all have an opportunity to be alone with 
Mrs. Bolton and General Bradley before these hearings are concluded? 

Mrs. Boiron. I am sure we would be delighted to have you. 

Chairman Ricuanrps. I am sorry to inform you, under the rules of 
the committes there will not be an opportunity for anybody ,to be 
with him. 

Mr. Burteson. Will General Bradley be back with us in an excu- 
tive session? 

Chairman Ricuarps. No. Not very soon. We will have an 
opportunity after the 5-minute rule, though, for questions from any- 
one who wants to question him further. 

Dr. Judd. 

Mr. Jupp. General Bradley, continuing the same fine as the gentle- 
man from Wisconsin pursued, is it your feeling that the main problem 
is not so much to create 8 desire on the part of the French people to 
stay free as it is.to give them a reasonable hopo that they can and to 
overcome the defeatism that any people would have if faced with 
such overwhelming power across the border, when they are without 
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tho strength to meet that power without such assistance as we and 
others can give? 

General Braptey. I think that very definitely is part of the will to 
resist. Yes. To uso an illustration on that, I expect we would take 
a lot of insults from Joe Louis before we would fight, knowing that 
we had no chance to win. But, when ho gets to be about 80 or 90 
years old, if wo were much younger and we had a chance to win, then 
I think we might be willing to accept the challenge and fight. I 
think the French are very much that way now. As long as they feel 
they have no chance to win they might not fight, just like I said we 
would not fight in physical battle with somebody we knew would lick 
us. But in my opinton, when thoy see a chance to win, and when 
they get to that point, then I think thoy will fight. 

Mr. Jupp. I want to say for myself that as compared to previous 
visits to Europe, that process of improving morale is already a good 
deal further along than we had 4 right toexpect. General Eisenhower 


and his staff, his personality, his organizational ability, the arrival of | 


some: American equipment and the providing of something conerete 
to rally around have more than justified the faith that you and we 
have had. I am greatly encouraged at what has been accomplished. 
That brings me to this question, based on what you say on page 7. 
You say: 
As long as we have time to do so, we must continue to apply every effort to 
making the collective defense a continuing and stronger deterrent to aggression. 


ne you think we have gained more in these 2 years than the Sovict 


General Brapiry. Yes, sir; Ido. IF think time is running in our 
favor if we take advantage of it. . 

Mr. Jupp. Well, they obviously think it is running in their favor. 
They always stall overywhere and do everything possible to buy time. 
They would not be doing that unless they thought somehow it was 
operating in their favor. This perplexes me. Thope you aro right 
and that it is in our favor. 

General Bravery. I think you have to consider that from two 
angles.. I say I think time is running in our favor because if given 
sufficient time—and we have to try to make it sufficient—we will 


have our security forces built up so that they will act as a deterrent 


to war. 

From their point of view I can sco where they might say, ‘Well, 
we are making pretty good progress without going to war on tho 
fringes, Bropagendawise; politicalwise, so time is running in our favor. 
We have taken over China and have China now as Communist, and 
we have taken over Tibet and Czechoslovakia, and so forth.” 

So that they might think as far as getting these results without 
resorting ‘to war is concerned, that they want all the time they can 
to do it. So I do not think they are too inconsistent and, of course, 
one of us may be wrong, or we may both be wrong. 

Mr. Jupp. Our problem is to build up military strength so that 
they cannot win by force, and then handle our political and economic 
affairs so well that we will not become a victim internally to their 
historic method of conquest, namely, subversion. . 
gener Brapter. I think the second will follow very largely the 
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Mr. Jupp. You say on page 9: 


In due thine the security forces of European nations will have to be maintained 
by the Europeans, . 

Can you tell us how much time you have in mind there, and how 
long it will be before the presence of American troops will have 
served as a catalytic agent or a “shot in the arm,” and so forth, to 
the point where they can defend their own countries? 

General Brapuey. I think there are two points to this. One is 
the point when they can take it along without. material assistance 
and money assistance or financial assistance. The other one is the 
question of when troops can be withdrawn. I would say the first one 
would probably arrive first, and after that, and following that, 

robably they can stand on their own feet as far as certain security 
orces are concerned. 

It is pretty hard to estimate that. We would hope in, say, 3 years, 
if this program is continued on approximately this scale, that we 
would have reached that point where they can produce their own 
equipment and matéricl. But, if France, as we were talking about it 
a minute ago, can convert that industrial capacity to war-making 
equipment aster than we might think she can, it might shorten it. 
I phe net do it as fast as we think she should, it might lengthen it 
a little bit. 

About tho only thing you can say, in my opinion, is that you can 
guess in about 3 years of this assistance she should then be able to 
produce this stuff herself. 

Mr. Jupp. I want to get this straight. You think that within 3 
cars she will bo able to be cesontially self-sustaining cconomically, 
ut we will have to have our forces there longer than 3 years. Is that 

correct? ‘ 

General Brapiey. I should think it might follow—that second one 
might follow, because it takes a long time, as you know, to get these 
assembly lines running. It takes longer over there than it docs here. 
So, when they start prowucing their own equipment and running it off 
and putting it in the hands of their troops, and their troops start 
training with it, that oxtra step will take some time. Maybe I have 
got them reversed, but iv my own opinion I think reaching the state 
of producing their own equipment will come before you can withdraw 
all your ground forces there. 

Mr. Jupp. Then the next paragraph on page 9 docs not tice in with 
that. You say: 

“So for this year, we must do both.” 

As a matter of fact, we will have to do both for more than this year. 

Gencral Brapury. Yes, sir. I hope I did not put too much em- 
phasis on “this year.” We are talking about this particular year. 

Chairman Ricuanrps. This year’s bill. 

Mr. Jupp. I see, but I did not want the wrong impression to go out 
that we must do both for just this vear. We have got to do both for 
at least 3 years, and maybe one still longer. Is that correct? 

Gencral Brapiey. Depending on so many intangibles that we 
cannot guess now. 

Chairman Ricuarps. Tho gentleman’s time is up. 

Mr. Holifield. 

Mr. Hontrretp. Thank you, Mr. Chairman. 
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General Bradley, you placed an approximate time plan of 5 years 
before us to mobilize, equip and train theso forces, and to give the 
necessary economic and military aid to our allies to insure that we 
will have at least a chanco to maintain a free world. You point out 
very clearly on pago 6 that it is a question of time as to when a 
strike might occur against us. I find tho feeling abroad in tho land— 
and it is particularly augmented by this truce situation in Korea— 
that the emergency is almost over and that there is no need for mobiliz- 
ing on this side of thé water to achiove this program. 

wonder if you do not feel that there should be no let-up on our 
mobilization of tho resources of American to produce this aid that is 
necessary, you say, for them to get on their feet. 

General Braptey. I feel very definitely that this should not influ- 
ence our own efforts to increase our own security or to increase the 
security forces of our friends. Just because the Communists have 
failed to attain what they had started out to attain in Korea is no proof 
at all that they have changed their over-all opinion of some day 
dominating the world. I think they have just been stymied in one 
place and are willing to pull out of that, but I do not think any of us 
would be surprised to seo them start in somewhere else. 

Mr. Houirieup. It is very important then that we proceed as 
though there is an emergency? 

eneral BrapLey. Yes, sir. As I tried to outline here this morning 
in talking about the various trouble spots around this world, that is 
just one of them. 

Mr. Hourrtenp. That is all. 

Chairman Ricuarps. Mr. Herter. . 

Mr, Herter. Genera! Bradley, may I revert to the question tho 
aumen asked you ‘and put it in a little different way from the way 

e put it, 

When wo were in Europe we spent considerable time in studying the 
mechanics of getting together the various figures being pee to 
us. In connection with military end items it was perfectly clear that 
the procedure followed was that the initial studies were made by the 
country missions in which the military were represented, Then the 
military in each country sent their findings of estimated needs to you 
and sent a copy to a coordinating committee in London. But the 
final determination, even though made within the limit‘ of-appropria- 
tions set, was made here by the group under your command. That 
was a decision with respect to theso military end items, and these 
military end items, which are all material of war, were exactly similar 
to that which we wo were procuring for our own Armed Forces. In 
other words, that there was no special equipment being made for the 
European countries and, generally speaking, that there was standardi- 
zation of equipment. 

So in effect you were making the decision here as to how much of 
what was coming off our production lines ought to be sent to Europe, 
which J think is an entirely proper way for it ta bo done. 

However, that in effect means, General, that you as a military man 
are determining, from what you know as to what the productivity of 
this country can be through Mr. Wilson’s organization or otherwise 
what is coming off our production lines and what in the interests of 
the security of this country as well as the free world you think should 
be allocated to the European theater of war, and the NATO countries. 
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Is that a correct statement? 

Gencral Brapiey, ‘That is what you finally end up with, but before. 
you arrivo at that decision you take into consideration all the evidence 
you can get, and you get this information very largely from the 
members of the various regional planning groups. 

Someone asked mo a question the other day as to why that should 
not come from General Eisenhower and his staff. As a matter of 
fact, o lot of it will next vear, but when this particular fist was mado 
up, General Eisenhower's headquarters was not in existence. Now, 
since his headquarters and his subordinate commands really replaced 
three of the regional planning groups under the North Atlantic Treaty, 
then the information from thoso regional planning groups will now 
come through his headquarters. 

Mr. Herter. As a matter of fact, ‘the method of getting the in- 
formation was excellent in that you did it with a political, economic, 
and military group sitting together in cach country, and the informa- 
tion that went to you on these military items was a result of their 
studies. As to the question the chairman asked you in regard to Gen- 
eral Eisenhower with regard to the distribution of this equipment, I 
think I would like to pose that in a different way. Even though he 
has been an international commander, nevertheless he is the individual 
directly charged with the responsibility for security in Europe, and ho 
has under his command a certain number of troops which he is free to 
utilize as he sees best. Is that not true? 

General Braviey. Yes. 

Mr. Herter. Ho can move them wherever he wishes to move them. 

General Braptey. With the limitation of consulting the national 
governments who give them to him. 

Mr. Herter. But after that he has a certain responsibility of 
command, 

Now, the place where he does not come in at the present time at 
all is that after you in this country have made the determination as 
to the sum total of what can be sent to all of the NATO countrics 
together, then he has nothing to say in the field of command at all 
as to whether he thinks it would be wiser to have more tanks go to 
Italy and more guns to Italy. Then it is principally a problem of 
handing them that which vou have allocated on this side. Do you 
not think he should have at least a consulting voico as to the distri- 
bution of that material? 

General Braptey. 1 think he will in Europo always, because if 
we start shipping this material over, you do not ship it all at onco, 
as you know, of course. If General Eisenhower and members of his 
staff afterward decide that is not being made proper use of, that report 
would come back here and you could ship that equipment right from 

here, and he would not have to do that from over there. 
e could very easily influence the flow of that equipment. You 
do not have to go from the list we made up now, That is not an 
infallible list. If it turns out they cannot use it the way we planned 
it, we could very easily shift it under the North Atlantic Treaty. 

Mr. Herter. You cannot shift it once it has been turned over to 
a government. Neither can he. 

General Brap.ey. No, sir. 

Mr. Herter. It has to be done right the firat time. 
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General Bravery. That is right; and, of course, your point is he 
should be able to turn it over—— 

Mr. Herter. In the chain of command it ought to be made very 
clear he has something to say about tho allocation of it as between 
the different countries. Not the total. The total you have to deter- 
mine here at this end. 

General Braptey. I think you will find in practice he has that, 
unless you go so far as to say that wo maintain title and have the 
right to take it back. Then you ft into a different problem. 

Mr. Herter. Yes. That is a different problem entirely. 

Chairman Ricuarps. The gentleman’s timo has expired. 

Mr. Roosevelt. 

Mr. Rooseve.t. Thank you, Mr. Chairman. 

General Bradley, there are two brief points I would like to ask you 

uestions on. The first is, how does the actual military production in 
these NATO countries today compare with 1939? Is it way down? 

Gencral Brabtey. Oh, there is really no comparison, because, you 
see, their war-making industries were all destroyed by tho occupyin 
powers. Let us take France and Belgium, for example, where a lot o 
it was. That was all destroyed and the machino tools were destroyed 
and all carried back to Germany, and that part that was in Eastern 
Germany was probably carried somewhere else. So that their war 
production capacity was really destroyed in either that way or by the 
results of the action. England, of course, was about what it was 
during the war. ; 

Mr. Roosteve.t. There is some conversion necessary in England 
and modernization of plants? 

General BrapLey. Ycs, modernization and replacement of worn-out 
equipment. 

Mr. Roosevert. I wanted that for tho record. 

The second question, I think, is tied up with this possible terminal 
date when we will hope to bring our own troops back. I remember 
back in 1940, when the Germans were overrunning France, that there 
was considerable talk at that time that the French General Staff were 
about 20 years behind the time in their military tactical thinking and 
that General DeGaulle was at that time only 6 colonel, and ho had 
been the t advocate of tank warfare within the French Army, 
but he hac se been suppressed by the Maginot line people. 

Now, maybe this should be answered in execvtive session, but I do 
not think we are going to be able to pull out our ground troops if we 
are not satisfied that tho top military leaders of France and tho other 
NATO nations aro qualified from a modern military point of view to 
carry on the defense of Europe with the forces which we have helped 
to create. You may find the French General Staff at that point, 
having most of the troops, will insist on having the successor to Gen- 
eral Eisenhower, and you may not have the confidence that that 
fellow has the military ability to defend Europe unless we still have 
our forces there. . : 

General Brap ey. In the first place, in answer to your question I 
would hope none of us would put too much emphasis on the fact that 
in 3 years, or 5 years, or 6 years, or any gartieulst number of years, 
we can bring our troops home, because I do not think anyone knows. 
The conditions may be such that 4 certain number of them will be 
required over there even a longer period of time in order to furnish 
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some of the leadership and the example and impotus necessary to 
this thing. 

Thopo no one thinks I am saying or making any promise that I would 
recommend at any particular time, at this stage and with what we know 
now, we would bring them home. I would visualize we can at some 
time, and I think wo can, but that should not be taken as any promise. 
As far as tho leaders aro concerned, that is a very difficult one to 
foresee. There has been a study under way which would provide for 
setting up a NATO war college for training of staff officers of all the 
nations that belong to the organization. That might partially meet 
your objection there if wo could got a strategical and tactical thinking 
among the countries, so that we would insure their being up-to-date 
and, in other words, not have obsolete methods. 

Mr. Roosrvett. It is not an objection, but it is a worry. 

Gencral Brapuey. Yes, sir. , 

Mr. Roosevett. Thank you, General. That is all I have. 

Chairman Ricuarps. Mr. Recce. 

Mr. Rexce. In your statement, General, you Beye the hope 
that Turkey and Greece might be admitted to the NATO organiza- 
tion. Iaminagreement. Whatare your views about the advisability 
of Spain also being admitted to the NATO organization? 

General BrapLrEy. My own opinion from tho military point of view 
is that I would like to see her in NATO, but we have run into a lot of 
political reasons which get beyond my qualifying phrase of “from a 
military point of view.” 

Mr. Reece. What is the purpose of NATO? Is it a political 
organization or is its primary objective a military objective? 

General Brapuey. 1 think it would be rather hard to separate 
them. Certainly, as a result of tho union (even if you say it is a 
political oryenlza ioe) we hope to get military forces and a military 
situation which will act as a deterrent to war or win if war comes. 
So, I think you could say the end result is military security. 

Mr. Reece. It would certainly seem so, and it would seem to me 
that the military considerations should prevail over some individual 
or national prejudice that might obtain, 

Mr. Roostvett. Will the gentleman yield? 

Mr. Reece. Surely. 

Mr. Roossvetr. General, is it not true, however, that the military 
security is aimed primarily at accomplishing & political end result, 
which is to prevent communism in this Western European area from 
taking over either by external! force or internal subversion. So really 
the end result, as you put it, milltary security, is only a means to a 
political end. 

General Braptey. That is the reason I say they are so closely 
associated that it is hard to separate them. 

Mr. Roosevert. But the thing is that Mr. Reece leads us into a 
position where we will say this is only a military thing and only 
military consideration should prevail, and I do not think we ought 
to &t into that position. 

eneral BrapLey. May I answer that question a little more fully 
and I think it will cover the point? I answered it from my point of 
view. You cannot get a Frenchman or an English military man to 
say what I said, that from a military point of view they ought to 
come in. Essentially for the same reason Norway and Denmark 
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will aay from a military point of view Groeco and Turkey ought not 
to come in, becauso it spreads your line. 

Mr, Raxogr, But probably moro than is truo with any other Kuro- 
pen nation tho Spanish poople havo two thinga that are important. 

no fe the will to Sight; and, socondly, thoy havo a hatred of commu- 
nim. When wo got thoso two things in combination, togesher with a 
strategic location, and admittec!y Spain is a satratogio location, it 
would soom to meas though wo ought to take tho leatlorahip in trying 


* to dovelop a situation that would onabld that country to bo brought 


into the orbit, 

T am wondering if wo had brought as much pressure on England 
for span to bo brought into this orbit as England has brought on us 
to admit Rod China into tho orbit, if wo would not have made more 
pro on }t than wo have mado. 

eneral Brapuey, Tho question as to tho relative amount of pres- 
suro that has been put both ways is a political ono and a diplomatic 
ene which, Iam ute I cannot anawor, sir. 

Mr. Reeor. J realize that, and probably T should not raiso that 
question here, but wo just raise the questions aa wo think of thom hore, 

General Braosny.. Thank you, sir. a 

Chairman Ricuarps. Mra. Kelly. 

‘ ‘Mre. Keuty. Thank. ou, Mr, Chairman. 


. . Continuing with Mr, Reoco’s and Mr, Roosovelt’s remarks, is it not 


a fact that we supported Yugoslavia and gavo ald to ‘Tito just for 
military reasons? 

General Bravtny. I think thero aro both military and political 
reasons why we gave him aasiatanico thoro. 

‘Mrs. Kutuy, Hoping that they would rosiat Russia? 
* Goneral Braptry. Hoping that they would resist; and, furthor than 
that; you could not. afford to let somobody fall by tho waysido for 
lack of a helping hand when he had broken away from tho Sovints. 
Had wo done 20, it would havo boen very hard for anyono in the future 


' to: break away. So there wore both political and military reasons 


why wo would hate vory much to see Tito fall by the waysido for lick 
of a littlc help. 

Mn, Ketty, I cate with you in that, and J think Spain should bo 
brought into the NATO nations 


. ite rturbed about the lack of will to fight. Do you know if 
‘8 there is Eat fig . 4 


lack of will in Italy . 
. General Brapuny. { have not beon ‘to Italy for about 3 years, and 
I will have to give you only hearsay. _Howover, Goneral Eisenhower's 
staff, and particularly Field Marahai Montgomory, who have recently 
been there, came back with very glowing reports of the rise in spirit 


‘of. the seourity forces of Italy and their attitudo. 


T think that is significant auso I think beforo that trip, Marshal 
Montgomery would probably be influenced by tho gonoral thinking 
that Italy would not-Aight.. But hore you find an Englishman coming - 


- k. very dathuslastio about the in spirit and rovivod spirit 
0 


taly. I think coming from him it Is significant. 
‘While I say. tliat ls only hearsay and I have not beon there for somo 


‘ va 
‘tms,-£ think we:could say that their will to fight is certainly botter 


-that:it was atyeat oy tyro agos 2 ie 
Me Ra, Thank you, General, a et ee eee 
“eVould wicare to comment at this time on the.situation in the 


“25 


ener ; j aed 
OS io a 


_ CON gly, 
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QGoneral Brapiey. I do not know just wliat you mean. T covered 
a lot of that this morning off the record. I do not know what I could 
stb to that, unfess you give mo a lino on what phase you want mo to 
discuss. 

Mos. Kenny. What is tho situation at this time in Albania? 
Cenoral Brap.tey, Tam sorry. I did not bring that up this moru- 
ing. 1 think I could have told you two or three things about Albania | 

that I would-hesitato to say in opon seasion. 
Mra. Kecry. That ia dllat this timo, Thank you, General. 
Mr. Jupp. Will tho gontlelady yield if she has half a minuto left? 
Chairman Ricianps. I have two members who did not get in yot 
undor the 5-minuto rulo. Firat I will call on Mr. Carnahan and then 
" T wilt call on Mr. Fulton. 
Mun Carnnauan. Thank you, Mr. Chairman. 
Do all of tho momber NATO nations have somo form of universal 
military training or selective service? a3 
General Brapiyy. I think all excopt Iccland, Teeland haa: no 
military force, you seo, -but-alt the-reat_of them do have some form 


of compulsory seryies. * 

Mr. Cannayan. Within tho last year, has 
to inercaso-thé periods of training? 

Goncral Hraotey. Yos, sir. A Lotiove most of thy have increased 


their porixl of service, -tthin “iP vouvant is goiyy to follow me 


/ 


cre been a tendency 


ou-thosp- exact figures, if you;want thom, er F could get 
thom gn furnist’ them to you. \ 1 do. fot happen to have them in 
front Sf me at the present Amer ~’ 7 

Myf. Carnanan. And pt ae 
thoid military budgots t i 
QGpneral . Luby. Vhhfr military budgets havo been) inercased 


untrios asliaiis havo increased 


aude: Sane 


cs] sir, \ 
r. CARNAUAN, ‘Ta that-tiot jy pratty slrong-indication! that thoy 
really mean t mnie th 0 nisatlon Tective 
neral BRADLEY, rance, for 


1in ve ‘ sou tatk about 
oxaniplo, Frango has increased hor t about 50 percent over what 
it wadtho year before, and ling indicathd sho oxppets to intreaso it still 
more. \T am not at liborty to s§y how much ahd hopes 6 «lo, because 
what I would say probab would not|be bjading on (fo now govern. 
ment anyway; but ibis an indicajion of whht the peopto were thinking 
y lines, and T will bo backed by the now govern- 


Mr. Cannanan, Is thore a penta oting sSqhout the European 
countrica that theiPecgnomy is developing © a point where thoy can 
support their military pfograme?:—--—— 

lonoral Brapiey. Yes, sir; and I think they all fool that they can 
convert moro of it to war production. You tako tho ateel production 
figures, for oxamplo, All of them have increased that over what it 
was a year or two ago. If I remombor tho figures correctly, Franco is 
up to somothing like 12,000,000 tons, anc England is up to somothing 
like 17,500,000 tons. Belgium and Luxemburg together are botween 
seven and cight. Of course, that is ono of tho troubles you run into in 
a country liko Italy. Her production, if I remember correctly, is 
about 2% million tons, which docs not furhish enough raw materials 
to - eoine of the things she would liko to do along the lines of building 
equipment. . 


ment. 
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Mr. Cannanan. That is all, Mr. Chairman. Thank you. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Furton. The name of the program, General, has been the 
Mutual Defenso Assistance Program to date. From my point of 
viow I believe that that is a good statement of what wo intend to do 
by the program. There is now some question of changing the name 
to the Mutual Security Program. 

Could I ask you if there is any real reason why wo havo to change 
from the name Mutual Defense Assistance Program, because I think 
it is of great propaganda valuc to show that our forces are for the 
purposo of defense and not for such things as security police, or main- 
taining a status quo within recipient countries, and aro not occupation 
orces. 

General Brap.ey. I am sorry, Mr. Fulton. I have never given 
any thought to change of name. I do not know where that came 
from, and maybo I should know about somebody’s proposal to change 
it, but I havo not given it any thought. 

Mr. Futtox. But you have had no troublo in the military senso 
with the name of the program so far, that is, the Mutual Defenso 
Assistance Program, have you? 

General Brap ey. Not that I know of. 

Mr. Furron, I concludo therefore it has caused no difficulties. 

In addition, there is the problem with each country of the correla- 
tion of arms or standardization. Have you been making satisfactory 
progress in gencral terms in that ficld? 

General Braptey. I might answer that yes and no, because in some 
ways it has been going along satisfactorily, and in some ways it has 
not. We have run into a few items on which we have delayed getting 
an answer. [I think they aro in a fair way of being answered now. 

I might cite as an example the fact that the British want a .28- 
caliber rifle. We havo no objection to their having a .28-caliber 
rifle as long as they do not try to force it on us and change our M-1 
to a .28. In my opinion there is no necessity for us having just one 
rifle and just one type of ammunition. We have about three sizes of 
ammunition within our own equipment, because you have your M-1 
ammunition, and .30-caliber ammunition for your .30-caliber carbine, 
and a .45 pistol. So I do not know why wo should gag at adding one 
more for 12 nations. 

That is one of the things that has held up things for a while. Ido 
not think it is acknowledged yet, but the French want to make a 
73-millimeter bazooka, and wo are very wll pleased with our 3.5. 
There is no reason why we should not have two types of bazookas if 
we coordinate the manufacture and the ammunition probleni. I 
think it can be solved without arguing forever as to which 1s the better 
of the two in either case. 

Mr. Furton, That was my next question. There is criticism of tho 
rogram that I have heard in respect to the Department of Defense. 
believe you are doing a fine job, I might add. The criticism has been 

that disputes go on endlessly as to what materials and implements 
should be used, and nobody is making any decisions. ‘Therefore it is 
delaying the program. . 

Is that real q elaying the program, or are we moving ahead? Aro 
we saving, “Allright. You make your kind of bazooka and you make 
your kind of rifle, and wo will make ours, and we will see that there is 


! 
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cnough standardization to make it work"? Or, are we bogging down 
in these endless disputes as Co technicalities that in Che long run are not 
very important? 

Goncral Brapiey. I would hate to give the impression that we do 
not think there has been some delay, but T think tt is being solved at 
the present time. Some of these things are not quite as simple as they 
appear. But, that is ono of them, weighing the standardization of two 
types of rifles on which somebody should make a decision. 

Mr. Fuurox. Who should that bo?) Who shoukl make that 
decision? 

General Brapiry. Well, it is supposed to be made by the govern- 
ments after getting a recommendation from the Standardization 
Board. A proposal was made that we appoint a board of senior 
officers, let us say, from the three principal nations on the standing 

up—and Canada, which does produce a lot, and give them the 
final power of decision. However, we do not think you can delegate 
that much authority to four men because it is a Government position 
and you have to think of how much money we have ticd up in .30- 
caliber rifles. 1 do not think any one man should be required to make 
a decision on that. Therefore, I think we will get it eventually 
straightened out here in the standing group and Standardization 

ard. 
Mr. Futton. Who in this country then should we go to in order 
to get those decisions mado very promptly? When you feel it is 
delaying the program somewhat, who is responsible for it? 

General Brapbtey: I think it would be a departmental one and not 
any individual's decision. 

Mr. Funton. You havo spoken of the Middlo East and tho fact 
that wo are going to assist Greoce and Turkey, and you mentioned 
Iran. Then you wero also asked if thero is authority to grant aid to 
other nations in the Near East and Africa if it becomes necessary to 
our security todo so. There might seem to be an assumption in your 
statement that at tho present, as to the other nations including Isracl 
it would not bo a present requisite for our security to do so. I do not 
think you mean that inference when Israel has a fine army group of 
100,000 men who aro an activo force, and 100,000 in reserve, and there 
are other mediterranean countrics that I fecl aro presently a real factor 
in our security and it should be our immediato intention to help. 

General Braptey. Admiral Sherman is going to appear before your 
committeo with the specific job of testifying on the Middle East. I 
would suggest, if you would, to ask that question of him. 1 could 
answer it in a general way, but he spent his time on that, while I have 
tried to cover the whole ares and the world situation. He can answer 
that better than I can, I am suro. 

Mr. Futton. I have one final question. That was on the problem 
of joint defenso. Have wo been able to convince these countrics of 
Europe that they should give up individual defense in order best to 
join in a joint defense? IT say that becauso they all cannot have a 
whole army, navy, and air force that would be best suited to defend 
each individual country, but must cooperate with this group of NATO 
nations to do tho part that thoy can best do, joining is in an over-all 
-defonso. Havo wo made any progress on that? 

General Brab.ery. I think we havo made tremendous progress in it, 
and I think we will make still more now with General Eisenhower and 
his staff right on the ground doing the planning. 
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I think, as I mentioned before, you cannot do it overnight because 
you have to change the thinking of the whole national populace of some 
of these countries. 

For example, the Netherlands are seafaring people, and it takes a 
little time to convince them that they should not spend more on their 
navy than they should on their army and tactical air force which 
supports it. I think when they analyze it they will admit their prin- 
cipal threat is overland, and they will have to clepend in large part for 
the defeating of arly hostile navy on other nations, with a collective 
defense idea. However, it docs take a little time, but I do think we 
have made tremendous progress. 

Mr. Futon. Thank you. I want to say as one citizen that we 
American people are very proud and lucky to have you on the job 
on the Joint Chiefs. 

General Brapviey. Thank you. 

Chairman Ricuarps. General, I would like to ask you one question 
for the record and make a few remarks. We have this program in 
three steps. First we have the economic aid. That has come to the 
point where we want to get out of it entirely at the end of this year, 
that is, fiscal 1952. 

Then there is this program for several years, that is, 3 or 4 years. 
Then they say when you get that off their backs, when do we get our 
troops out of there? 

As a matter of fact, so far as tho taxpayers are concerned, if we are 
going to keep up a Defense Establishment of 3% million or 4 million 
men, it does not make much difference to the taxpayer whether they 
are training them in France or here in the United States. That would 
come under our own defense budget if they are American troops, 
would it not, if wo leave some divisions over there? 

General Braptey. Yes, sir. As far as the cost is concerned, there 
would not be too much difference, because the big item is the cost of 
equipment and the pay. Thereis some additional expense in keeping 
them in Europe because of your long pipeline of replacements and the 
expense of shipping supplics, particularly consumable supplics. So 
that I think we would have to admit it would cost something{extra 
to keep them over there, but it is not a great, big item. 

In other words, the big item is the equipment and the pay, and tho 
uniforming, and so forth. , 

So, as you say, it does not cost too much more, but [think the point 
is not a cost one so much as it is the fact that you have so much of 
your manpower abroad. 

Chairman Ricnarps. You would give them to the Atlantic Pact 
countries to fight, if they are invaded. 

General Brab.ey. Yes, sir. 

Chairman Ricuarps. If they are here you would have to send them 
over there. J* they are there the cost would be some more then. 

Mr. Vorys. Could we have a 5-minute recess? That is a teller 
vote. 

Chairman Ricnarps. I think we can. We will suspend for 5 or 
10 minutes. 

(Whereupon, at 3:45 p. m. the committee recessed until 4 p. m. of 
the same day.) — aon 

Chairman Ricuarps. General Bradley will resume his testimony. 
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Gencral, do you want to say anything more about this troop 
business? 

Gencral Braptey. I think there might be added in addition to 
what I have already said, that certainly in any war plan in which we 
are going to participate, if the war takes place in Europe we will 
undoubtedly send troops. We did in the First World War, and we 
did in the Second World War, and we will undoubtedly do so in 
another war. So you have to weigh the question when you are talking 
about bringing them all home, of whether or not that is what you 
want to do, because you have to take into consideration the shipping 
required to get them all home in a short time. If other conditions 
arise you might not want to leave them over there, but you would 
not have the troops there then you had hoped to contribute for, say, 
the first 2 or 3 months of a war. 

That is what I wanted to add to the statement Ihave already made. 

Mr. Vorys. Is it time to start around again, Mr. Chairman? 

Chairman Ricuarps. Yes. We will go around informally now. 
However, I have a question about the shipping, General. 

As a matter of fact, when you talk about distances in this country, 
senting troops from the cast coast to the west coast, and sending 
tanks and other material by freight, the rates are considerably higher 
than they would be sending that across the ocean. Even from the 
standpoint of transportation, adding it all up, I cannot see where 
there would be very much additional cost. 

General Bravery. I do not think you can base too much of your 
decision on cost. As I say, the final cost is affected to a small per- 
centage, I would say, by whether or not they are here or over there, 
as far as the actual cost is concerned. 

Chairman Ricuarps. Are there any questions by members of the 
committee? 

Mr. Vorys. . 

Mr. Vorys. Yes, sir. 

General Bradley, there is now pending in our committee Senate 
Concurrent Resolution 18, which is the so-called troops-to-Europe 
resolution. I wanted to ask you about sections 4, 5, and 6. Section 4, 
to refresh your recollection, states: 

It is the sense of the Cohgress that before sending units of ground troops to 
Europe under article 3 of the North Atlantic Treaty, the Joint Chiefs of Staff shall 
certify to the Secretary of Defense that in their opinion the parties to the North 
Atlantic Treaty are giving, and have agreed to give, full, realistic force and effect 
to the requirement of article 3 of said treaty, * * * 


Section 5 provides that: 


* ¢ * units of the United States ground forces as may be assigned to ‘he 
above command shall be so assigned only after the Joint Chiefs of Staff certiiy 
to the Secretary of Defense that in their opinion such assignment is a necessary 
step in strengthening the security of the United States; and the certified opinions 
referred to {n paragraphs 4 and 5 shall be transmitted by the Secretary of Defense 
to the President of the United States, and to the Senate Committees on Foreign 
Relations and Armed Services, and to the House Committees on Foreign Affairs 
and Armed Services as soon as they are received; 


Paragraph 6 states: 


* ¢ * itis the sense of the Congress that no ground troops in addition to such 
four divisions should be sent to western Europe in implementation of article JU 
of the North Atlantic Treaty without further congressional approval; 
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What would be your view as to putting those provisions into the 
Mutual Defense Assistance Act? 

General Brapiey. Mr. Vorys, it seems to me like you are asking 
me to answer a question which goes down to the question of the 
authority of Congress, as compared to that of the executive branch 
of the Government, which I do not think I am qualified to comment on, 
because that is really what it does come down to. 

I think from a military point of view we become worried when 
any thing happens which would so restrict the free movement of 
military forces in time of emergency as to affect our ability to carry 
out war plans. But other than that, it seems to me like it is a question 
of who decides whether or not troops go to Europe—the executive 
branch of the Government or the congressional branch, or the two of 
them together. 

I say, I do not feel I am qualified to discuss it. 

Mr. Vorys. There are really three different propositions here. 

General Brapuey. Yes, sir. I understand that. 

Mr. Vorys. The first two provide a sort of machinery for requiring 
the Joint Chiefs to make a finding as to what Europe is doing, and as 
to our own security, and then certify that to the President and the 
appropriate committees of Congress. It would seem to me that the 
only objection to that would be that the Joint Chiefs might want, 
or. somebody ht want to have troops go to Europe when it was 
not in support of our own security under section 5, or that the Euro- 
pean nations were uot doing their part under section 4 and therefore 
that certifying would certainly be a proper requirement and one that 
could certainly not hamstring anybody. 

General Brapbuey. I think the thing may come up from the sus- 
picion that these people are sent overseas without the recommenda- 
tion of the Joiat Chiefs of Staff. That has not happened yet. The 
Joint Chiefs of Staff recommended that these people go, and I think 
it would be rather unusual for the Government (o send any addi- 
tional forces to Europe except as a recommen.lation of the Joint 
Chiefs of Staff. 

Now, certain conditions you put in there would require us to go 
into some of these things in greater detail than we are able to now. 
For example, we have to certify to you they are doing everythin 
they can for themselves. That is quite a problem, because EC 
machinery and General Eisenhower's headquarters, and everybody 
else, has a hard time deciding that. ; 

As I said here this afternoon, I do not know what the answer is on 
France. There are so many conflicting things that certainly we can- 
not make a decision here that France is doing everything she can do 
for this collective effort. We can say she is doing a lot and improv- 
ing it and increasing her effort, but it would bo pretty hard for any- 
one to say she is doing everything she could. 

Mr. Vorys. I know this language has had a great deal of study and 
debate. It says in section 4 that the NATO countries— 
¢ ¢ # have agreed to give, full, realistic force and.effect to the requirement of 
article 3 of said treaty that “by means of continuous and effective self-help and 
mutual afd” they will “maintain and develop their individual and collective 
capacity to resist armed attack,” specifically insofar as the creation of combat 
units is concerned. 1 


Gencral Brap.ey. Yes, sir. 
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Mr. Vorys. Now, the only people that we could ask, or the Presi- 
dent could ask about that, would be the Joint Chiefs and, of course, 
you testified on that today. 

General Braptey. I can say as none 8s you leave out the words 
“full capacity” I think we could probably have certified to that, 
that in our opinion they are doing this. When you get down to article 
6 it would seem to indicate that this resolution is pripmarily intended 
to cover the permission or the authority to send sroons beyond the 
four aiverons that are now to go. This is the same as Senate Resolu- 
tion 99. 

Mr. Vorys. Thatis right. This is the same text. 

-General Bravery. And they indicate, I would say, in section 6 
there that they are talking about the full epproye! of these four to 
go, but if more than that go then articles 4 and 5 come into being and 
we would have to certify these things. 

Mr. Vorys. Section 6 does not require any certificate; 4 and 5 do. 
Section 6 says: 

* ## © it is the sense of the Congress that no ground troops In addition to 
such four divisions should be sent to Western Europe in implementation of 
article HII of the North Atlantic Treaty without further congressional approval. 

One way Congress might express its sense would be to put a pro- 
hibition against additional troops in the Jaw, and if that prohibition 
wero in the law signed by the President, thet would be it. 

Genera! Braptey. Yes, sir. As I say, it is a question whether or 
not that does not apply to things beyond the four that are already 
scheduled to go. : 

Mr. Vonrys. Yes. It is obviously intended ‘to apply to prohibit 
more than the four without further act of Congress. 

General Braptey. More than the four. 

Mr. Vorys. To prohibit the four plus two. 

General Brap ey. Yes, sir. 

Mr. Vorys. I left out the approval of the additional four, which 
is stated in 6. 

General Braptey. Yes. That is stated in there that they approve 
the four. Not being a lawyer, I do not know what it means, but it is 
& question as to whether or not it does not mean we would have to 
certify this and get the approval of Congress to send more than the 
four. I am merely bringing that out in case a study indicates there 
ougat to be some change in the wording to make it plain. That is all. 

Mr. Vorys. I am quite confident as this bill goes through the 
Congress there will be efforts made in view of the developments of the 
rt 2 years, and what some of us feel is a cranes from the original 

ATO plan, to attempt to put some sort of legislative limitation on 
troops in the law. There are two questions. One would be a con- 
stitutional question, which you might or might not care to pass on; 
and the other would bo the military question, upon which I know the 
Congress would be glad to have your views. 

Gencral Brabiey. I do not think the Chicfs would have any trouble 
making a proper certificate to you as long as you do not make it read 
so strong as to indicate, let us say, full capacity, or something of that 
nature. We think they are doing a fair share of this thing now, but I 
think it would be very difficult for us to say they are doing everything 
in the world they should. I hope you get my distinction. 

85708—61——21 
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Mr. Vorys. Yes. 

_ Here is a Senate resolution and a proposed concurrent resolution 
which, as to sections 4 and 5, proposes a certain sort of certificate. 
Now, as I understand it, this resolution does not now have the binding 
effect of law, but as to the certificate, the only way it would have the 
effect of law would be to put it in the law, and the flaw to put it in 
would be this bill. 

- General BrapLey. We would not hesitate, I think, to give the cer- 
tificate required in paragraphs 4 and 5 the way they are written now. 

Mr. Vorys. Thank you. But as to 6, regardless of the constitu- 
tional question, suppose Congress did have the power and attempted 
to exercise it to prohibit the sending of additional forces above the 
two there and the four divisions now contemplated? What would be 
your military opinion on that sort of limitation? 

General Brapiey. I do not think that would cause too much 
difficulty in peacetime if it is understood in time of an emergency, or 
war, that you would not have to wait for action on it. 

. Mr Vorys, If we had war Congress would have declared war and 
pulled off all limitations, I imagine. 

General Brabzey. Of course, there are conditions where you might 
not be able to declare war, and we might have to start action without 
getting that declaration, knowing you would declare it when you got 
the conditions under which you could declare it. 

Chairman Ricuarps. Are you through, John? 

Mr. Vorys. Yes. 

Chairman Ricuarps. How about you, Mr. Javits? 

Mr, Javits. I have not had an opportunity to question the gencral. 
I have one or two questions. 

General, it occurred to me considering the situation in Europe 
there might be something worthy of consideration in the idea of 
bringing over here for some or all of their training, some of the divi- 
sions which would be made available by the NATO countries, and 
training them in the zone of the interior of the United States, es- 
pecially in the course of the next year or two, when our strategic 
position, as has been publicly stated, is open to so much concern in 
that area. 

Would you give us any observation you care to make on that idea? 

General Brapiey. Yes, sir. I would be glad to comment on it. 
I assume you mean by that divisions other than United States divi- 
sions. That is, French divisions, or Belgian divisions, or something 
of that nature. 

Mr. Javits. Yes, sir. 

General Brap.ey. Possibly it was prompted by the fact that somo 
of those countries have limited maneuver areas, and they have to train 
somewhere else in those cases, and we could give them possibly better 
training. I grant you then they could get better facilities, and so on. 

I think you would have for consideration, however, the transporta- 
tion costs and the costs of maintaining them away from home which 
would then get into the dollar exchange problem. One of the things 
they are short of is dollars. A lot of expense for their being over here 
would really have to be paid in dollars, I should think. 1 think if it 
has to be paid in dollars you would find yourself having to pay some of 
that yourself. I am not too sure that the advantages of having them 
over here with more training area, and so forth, weuld offset a lot of 
the disadvantages. . 
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There is also the disadvantage that if you keep them over here for 
any length of time we are faced with the same problem we have with 
the troops in Germany when they are away from their families for a 
long period of time. I had not thought about it before, but at first 
thought I would think that the disadvantages would’ outweigh the 
advantages of it. 

Mr. Javits. General, would you be good enough, if you care to, to 
comment on just two other points? One is that in that way we could 
avoid what happened to the French Army in the fall of France, during 
this period selien manpower in organized military terms is so im- 
portant. 

Secondly, we talked a great deal about letting the people in Europe 
know how we feel and think, and how we are geared in terms of our 
democratic system, Of course, would that not be an excellent way of 
accomplishing that objective with the men on the firing line? 

General Brapuey. [ think it would have a tremendous influence 
in spreading our way of life and certain of our standards, and so on. 
It would certainly accomplish that, and you would accomplish some 
of the same things you accomplish by interchanging students, and 
soon. You would have the interchange of a lot of young men on 
that scale, except in a different way. They would be in uniform 
instead of coming to school. There would be a lot of advantages to 
that situation. 

Chairman Ricuarps. Will the gentleman yield? 

Mr. Javits. Yes, sir. 

Chairman Ricnaros. On the other side of the picture, General 
Bradley, is it:not a fact that soldiers are not very popular with 
localities in which they train; nor are the people very popular with 
the soldiers as a rule, immediately? 

Gencral Brapuey. I do not know. I think that is a broad state- 
ment, Mr. Chairman, and it requires a good deal of qualification. 

Chairman Ricnarps. A lot of irritations arise out of a situation 
like that everywhere. 

General Bravery. I think in some communities, for example, in 
this country, they fight to get military installations in their districts. 
Certainly there must be some advantages to offset some of those 
disadvantages, or they would not do it. 

Mr. Vorys. Will somebody yield? 

Chairman Ricuarps. | yicld. 

Mr. Vorys. If a French poilu were over here and he gets 5 cents 
a day, or 10 cents a day, is it? 

encral BrapLrey. He would have a hard time, sir. 

Mr. Vorys. And if he went on leave to this neighboring town he 
would have a pretty dull time, would he not? 

Gencra! Braptey. He would probably only be able to walk the 
streets. 

Chairman Ricwarps. Four dollars per square meal would be how 
many months’ pay? 

Mrs. Bouton. I was wondering about the real facts of what students 
learn when they come over. I talked with a great many of the men 
who were overseas, and they know nothing about the countries they 
are in. It was off limits to go here, or there, or some place else, and 
they came back home completely ignorant of where they had been. 

We had foreigners over here and we ‘saw a great meny of these 
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students who come over. - Unless the community takes a hand in it 
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and sees to it that the students get off the campus and get some idea 
of what we really are like, they get an idea of little more than narcotics 
se ae like that, all in general confusion. 

think there are a great many sides to such a proposition that have 
to be taken into consideration unless there is a temendous organized 
effort made, and there is the danger that they go awav with very false 
impressions. e 

fr. Javits. If I-might be permitted to say so, I raised the question 
because it ought to be considered. I think it is a question as to 
whether we in the NATO countries are really a military unit or not. 

If NATO is going to be successful, we have to think of self-help and 
mutual cooperation as a two-way street. We want to get from our 
allies better cooperation and more forces and more action, and I think 
there is an enormous amount to be desired on that score; we are in a 
so much better position to get it, if we ourselves show that we consider 
that we are just as much a part of the team as anybody else, and we 
really have a right to expect it. 

General Braptey. I think there is one related matter that ought 
to be introduced at this point to clear up the record; that is, while 
they do not send the divisions here as such, there is quite a training 
program under way which brings a lot of individuals over here— 
selected individuals and people of the highest type, both noncom- 
missioned officers and commissioned officers, and they go to our schools. 
That number runs into a very big number. 

The advantages you are talking about are accomplished by that in 
a better way than if you had a unit and you would not have to have 
this special training program, which Mrs. Bolton points out you need 
to get the maximum good out of it, due to the fact that they would 
have no place to go except if we organized it. 

Mr. Javits. Is it fair to say the NATO military organization is 
being animated by the American military doctrine and concept and 
training ideas to an increasingly important degree? 

General Brapuey. I think that is a safe thing to sey because of 
this exchange. It is mostly one way. That is trux. People come 
into this country to school, and they go to our infantry and artillery 
schools, and some of our colleges. Some of their enlisted men come 
over here and take tactical training. So through that means they go 
back and act as training cadres for their own outfits, both in schools 
and units, ~ 

Some of the people in Europe, in learning how to use this equipment, 
have sent cadres up into Germany, where our forces are, and they 
havo trained with our forces in Germany and learned these eninge 
Then they go back and teach them. So through all that we are able 
to get across a certain amount of tactical training doctrine to some 
of these countries. 

Chairman Ricuarps. General, along that line, when we were over 
there a few weeks ago on this study we went to north Italy. There 
was an Officer there who came back from Fort Benning or Fort Sill, and 
he iprecvicelly comunates that operation. Of course, he spoke English, 
and I asked him, was he following the tactics he had learned over here. 
He said, yes, they were following them almost to the letter in tank 
operations. 1 

That just bears out what you said. 
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Mr. Javits. General, is it fair to say we are deere great progress in 
the direction of standardization induced by tho fact that we are 
responsible very heavily for the weapons, and also for a great deal of 
the doctrine? 

General Braptey. That is right. We have officers in all of these 
countries where we turn over this equipment to see that they get 
proper instruction in how to use the equipment. We are all bound to 
get certain ideas on the tactical as well as the technical side of it. 

Mr. Javits. Does the general consider that one of the major 
achievements of the NATO organizations? 

General Braptey. I do, and the philosophy goes a long way toward 
ironing out many of the difficulties that normally occur after you form 
an alliance and start fighting a war. We are ironing a lot of them 
out now. 

Chairman Ricuarps. Are there any other questions? 

Mr. Jupp. Yes. I havea Supe of questions, Mr. Chairman. 

Chairman Ricnarps. Mr. Judd. 

Mr. Jupp. Gencral, on page 2 you say: 

Our security demands that the Soviet-satellite combination be prevented from 
picking off any more nations, 

Recently General Marshall, and I think Mr. Acheson, have said 
that they now believe it is important to our security to keep Formosa 
from falling into the hands of forces hostile to us. 

Is your sentence broad enough to include proventing the giving of 
Formosa to agents hostile to us, as well as their picking it off by 
force of arms? 

General Brapbtey. Yes, sir. I think it would apply to whether 
they got them by force of arms, or propaganda, or anything else. 

Mr. Jupp. Or maneuvers in the United Nations. 

General Brapiiy. Yes, sir. 

Mr. Jupp. If it is that important—and I think it is—I wonder 
why your Joint Chiefs and others high in the Military Establishment 
ave ae given it much attention, at least publicly, as you have given 

urope 

For example, on page 10 you say: 

One of my main purposes in making the recent trip to Europe was to make m 
own catimate of the, progress being made in Europe uader General Eisenhower. . 

Now we have all kinds of reports and information respecting Europe. 
Yet General Eisenhower went over in January and came back to 
report to us, and you have gone over recently to make your own 
estimate, but to date no top man, military or civilian, has gone to 
Formosa, If it is important, why do you not go over and take a 
look at it to make sure we are doing everything possible that is 
penal and workable in support of whatever strength there may 

6 there 

General Brap.ey. Maybe tve should. We have had high-ranking 
officers there. 

Mr. Jupp. You have had higher-ranking ones and lots of them in 
Europe. The only really high-ranking one who has gone to Formosa 
was General MacArthur, and he got spanked for it. 
har Brabtey. I do not think he got spanked for going to 

ormoss. 
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ek Jupp. Well, he certainly did by the press, and by some of our 
allies. 

General Braptey. I think there is some difference in degree of 
importance hero between Formosa and Europe. 

Mr. Jupp. I recognize that, but Asia is the place where we have 
been getting the licking and where a war is going on. If we win the 
war wo are in, then surely there is a better chance of preventing the 
war that we are notin. Is that not true? 

General Braptey. Without answering your question directly—and 
I am afraid I do no! quite follow you—as far as Formosa is concerned, 
if they had or if ther was a war going on there, or if there was a mili- 
tary capability that they contributed to, or if we had a formal alliance 
with them and bilateral arrangements for mutual defense, and so forth, 
I think you would have a little different problem. I am not saying 
some of us maybe should not go to Formosa, and maybe some of us 
will go to Formosa, but it is not United States territory, and it is not 
quite in the same category as these European countries, because we are 
not in a formal alliance with them in which we have mutual support. 

I am not saying you are wrong on it. Maybe we should. 

Mr. Jupp. { mean, I have been perplexed at the statements that 
Formosa is important to our security and yet no top persons, civilian 
or military, with the exception of General MacArthur, have gone 
there to survey the situation in the last 3 or 4 years, or since the 

hinese forces nioved to Formosa. There is more public confusion 
on that situation than anywhere else and it ought to be cleared up. 

Now, the only other comment I want to make is this: The question 
has been raised several times as to whether, if a truce were achieved 
im Korea, that would permit us to reduce our military effort. May 
I ask you this question? If the Communists agree to a workable 
truce or an armistice in Korea, would that increase or decrease your 
apprehension as to the probabilities of their starting something some- 
where else? 

General Brapuey. I think it would increase the possibility of 
something starting somewhere else. 

Mr. Jupp. That is what I, too, think would be the case. So that 
if a cease-fire comes, actually we are probably in greater danger than 
if it does not come? . 

General BravLey. You might go so far as to say that because we 
have solved it in Korea—if you could confine this thing to Korea, 
aside from the fact that you do not like to take the losses, and so 
forth, you might say that you are accomplishing so much in Korea 
that maybe it would be fine if it went on, in order to keep it from 

ing on somewhere else, and maybe a third world war breaking out. 

owever, I do not think I should quite say that, because we are not 
too sure that is proof against it. 

Mr. Jupp. But it is true that since-in Korea we have their feet 
pretty well held to the fire, they are not in so good a position to start 
trouble in Indochina or even in Iran. Is that not true? 

General Braptey. Certainly, as far as China itself is concerned 
they are fully occupied. . 

Mr. Jupp. I hope our people understand fully what you have just 
said; that judging by the past performande of the enemy we are 
dealing with, he is likely to agree to an ending of the operation in 
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Korea only if he has in mind that it will better enable him to start 
another and more profitable one. Therefore, that should stimulate 
us to greater effort, rathor than cause us to relax. 

Gencral Brapuey. I think that is definitely the case. I think 
there is one other point which has not been brought out, however, 
and which might be. Phat is, having gotten their fingers burned so 
much in Korea, they might be more hesitant to start somewhere 
else than they were to start in Korea. 

Mr. Jupp. I think that is right. Some of us in this committee 2 
years ago urged that we not withdraw all of our forces from Korea. 

was convinced that if we had even‘a battalion in Seoul as a symbol 
of American determined interest in the survival of that young 
republic, and as a symbol of American power, it was very unlikely 
that there would be an attack. 

Contrariwise, if we withdrew it was a gilt-edged invitation for 
the Reds to come in. 

If they know we are determined, I do not think they are nearly so 
likely to start something somewhere else. 

Thank you very much. 

Chairman Ricnarps. Are there any other questions? 

(No response.) 

Chairman Ricuarps. General Bradley, thank you very much, sir. 
Woe appreciate your coming up here and I am sure we learned a lot 
from your testimony. 

General Brap.ey. Thank you, sir. 

Chairman Ricuarps. The committee stands adjourned until 10 
o’clock Monday morning. 

(Whereupon, at 4:30 p. m., the committee adjourned until 10 a. m. 
Tuesday, July 17, 1951.) 
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TUESDAY, JULY 17, 1951 


House oF Representatives, 
ComMITTEE on FortiGn AFFAIRS, 
Washington, D. O. 

Tho committeo met in tho Houso Foreign Affairs Committec room, 
tho Capitol, at 10 a. m., the Hon. James p. Richards (chairman) pre- 
siding. 

Chairman Rictarps, Tho committee will como to order, please, 
Wo will continue tho hearings on the so-called Mutual Security Pro- 
grain. 

Wo havo with us this morning our old friend Mr. Ifoffman, who is 
tho former chicf mogul of this program, and who did a wonderful job 
with it, 

Woe ato glad to havo you back with us, Mr. Hoffman. 

Mr. Horrman. I am glad and delighted to be here. I am glad +o 
havo tho opportunity of oxpressing certain views. 

Chairman Ricuarps. Will you proceed, Mr. Hoffman. 


STATEMENT OFRHON. PAUL‘’G. HOFFMAN, PRESIDENT. 
FORD FOUNDATION 


Mr, Horraan. ‘If I can say so, I think thero aro some advantages 
once ins while in getting quite a long way away from Washington and 
looking back on the Washington scene, Out of this perhaps come 
somo convictions, 

I thought, before I started expressing my views, I ought to tell you 
somothing of the assumptions that I hold underlying those views. 

My first assumption is that no nation or group of nations can win 4 
thoroughly hot war, By this, I mean an all-out conflict of the scope 
of World War II. Such a war could produce only devastation, de- 
struction, and human misery on an unimaginable scale. 

Not that we would not bo successful militarily. We would. But 
there would be no real victory, because such a war could not produce 
& peace worthy of the name, 

How could thero possibly be & meaningful victory when, accordin 
to reliable authority, the money cost to the United States alone woul 
be one billion dollarsdaily? And that is the least important cost of all. 
- So, I want to repeat, this is my thinking about what wo should do 
in this field of foreign aid, which stems from assumption No. 1, which 
is, it is not possible to have a meaningful victory under present cone 

itions. 

My second assumption is that we can win the cold war which’the 
Kremlin hes declared against the free world. By this, I mean it is 
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possible for free men to create, within a decade, the conditions upon 
which enduring peace can be built. 

_ Wo can win it because the free people of the world have overwhelm. 
ing material and spiritual advantages. Consider one statistic alone. 
Tho United States has half the industrial productive capneity of the 
world. Tho free countries of Western Europe have another quarter. 
Threoe-quarters of the industrial productive capacity of the globe 
seems to me to be an overwhelming material advantage. 

Consider ono fact. atone which Tears directly on the question of 
spiritual strength. Tho freo world of Western Europe and the United 

tates is made up of more than 400 million people who have certain 
inalienable rights as individuals. They cannot be pushed around 
by secret police. They live as mon should live, in freedom and 
dignity. 

t is only under such conditions that men can be genuinely produe- 
tive and can have genuine spiritual strength. If anyone wants to 
havo that thought driven home to them, PF suggest they spend a few 
days in Berlin. 

In the morning they should be in West Berlin, in the afternoon in 
East Berlin, and you will seo what [am talking about, when Tam 
talking about tho great spiritual advantage that we have in the fact 
that wo have 400 million peoplo in the Western World living in 
freedom. 

How wa set about winning tho cold war, then, is first of all a matter 
of realizing on our ovorwhelming potentialities by locking arms—by 
pooling our resources and talents in a common effort. 

Tn other words, wo have all the advantages that will enable us to 
win tho cold war if wo are just willing to take advantage of it and 
mobilize our strongth. 

That conviction has becomo a very deop conviction of mine, as I 
perhaps have had an opportunity since IT have been free from official 
duties to look around and form a judgment that [ assure you is com- 
pletely nonpartisan and nonpolitical. 

The second part of the “how,” in my opinion, is to recognize that 
tho Kremlin ddliberately and systematically has mounted tho cold war 
on four distinct fronts—military, political, informational, and economic. 

Ono of the most disastrous approaches to this problem of winning 
tho cold war is to approach it from the standpoint of one front only. 
That applies to all things. 

It isa four-front war, a four-front cold war, and wo havo to find out 
what the Kremlin is doing on each one of those four fronts. 

This is not a plug for tho book which I wrote recently which doalt 
with the four-front approach to tho cold-war victory. I havo foarned 
since writing a book that that docs not moan it will automatically be 
read. I hopo tho fow of you who havo read it will bear with mo if I 
recapitulate some of tho discussions of the four-front approach. 

Paradoxically, the free world first, and foremost, needs military 
strength if its great hopo for a just peace is ever to be realized. We 
need sufficient military strength for a completely persuasive posture 
of defense. 

We plan no aggression. But we need military strength of an order 
that will retard any aggressive idea other nations might get. .Wo 
necd, in short, to have whatover military strength may be necessary 
to neutralize and cancel out any military plans the Soviets might have. 
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Second, we know that on the political front the Kremlin lias done 
everything in its power to break down democratic institutions, to 
destroy interest and confidence in the free way of life, 

It has tried to sell the notion-—all too successfully in many places— 
that freedom and democracy are frauds. Tt has asserted Moscow's 
everlasting concern for the downtrodden and distressed of the world 
while depicting the capitalistic free societies of the Western Wortd as 
systems desigied explicitly to grind down these same people. 

Against this political aggression—for it is aggression different only 
in Kine from military aggression--we have much todo, At the very 
least we have the obligation of carrying out a positive foreign policy 
whieh recognizes the upsurging desire of men everywhere to better 
themselves, 

In other words, until (he world of peaple generatly recognize that 
the United States of America is interested in seeing that all peoples of 
the world have a chance to better themselves, our position as a great 
world leader is not as strong as it should be. 

Closely related is the need for concerted action on the informational 
and propaganda front. Big lies are being broadcast daily by tho 
Kremlin (hroughout the world. And, by big, I mean quantity as well 
as quality of lies. We need to counter those big lies with big truths. 

At tho same time we cannot deludo ourselves Chat big truths, how- 
ever potent they may be, will have lasting results in the minds of men 
unless they are accompanied by big deeds. Actually, in my experience 
the most effective propaganda is the propaganda in which the deed 
comes first and then the word. 

In ather words, it is the day that you open up the minds of people to 
any big truth you have. 

Nhis is another principle (hat seems to me all-important—tho prin- 
ciple of action—then words, That is why 1] put so much stock in our 
particular ability to achieve a great cold-war victory—perhaps a 
decisive victory—on the fourth front I mentioncd—tho economic 
ront. 

If anything today should be clear to us, it is that weary, hungry, 
and desperate people will accept almost any nostrum that promises 
to fix up their lls—even the evil nostrum of communism. 

This was the cure-all that was accepted by—or, more realisticall 
forced on—aiillions of people in Europe in the 3 years following World 
War II. It is the same cure-all that is being dangled before many 
millions of others today on the opposite side of the world. 

Now consider the economic counteroffensive the United States 
launched with the Marshall plan. All the ovideuce indicated that it 
rocked the Kremlin back on its heels from the first. 

Why? In my opinion, because it was positive. It was action. 
It was a modern method of helping people to help themselves. It 
was leadership of an affirmative kind, that of a leader among equals. 

Tho idea of a supernation dictating to other nations of the world 
is an obsoletoidca. We have to exercise leadership of a different kind. 
That. also, I_ might say, applics to industry; it applics everywhere. 
The day of the dictator in business is gone. The day of the dictator 
in modern nations we hope soon will be gone, and the dictator of 
other nations is going, in my opinion. 

I think we have to carn the right of leadership among cquals. It 
seems terribly important to me that we continue our leadership here, 


320 THE MUTUAL SECURITY PROGRAM 


that wo keep on the offensive, that wo follow up on the job which has 
been started so well. Not for a moment am I advocating that we 
go on a spending spree. ; . 

A year ago, in terms of the 1950 dollar, I estimated that at an annual 
cost of approximately two billion dollars wo could wage the peace 
on this front with great effectivencss in those areas throughout the 
world of vital interest to us. ; ; 

If that two billion dollars is not spent, there is a grave question in 
my mind as to whether our present vast military expenditures, here 
and abrond, which I thoroughly approve, of around 50 to 60 billion 
dollars yearly will have tasting value. . 

Here I would like to emphasize a paragraph in a statement recently 
made by tho Research and Policy Committee of the Committee for 
Economic Dovelopment: 

Next to the failure to rearm, perhaps the costliest error that the United States 
and its allies could make in the next few years would be to act as though rearma- 
ment and security were synonymous. 

The contest betwcen the Soviet Union and the West is ultimately a contest of 
strength, not of arms alone; strength embraces not only armed might but, in 
addition, all those less measurable clementa—such as greater productivity, 
efficiency, equity in the distribution of income, political and cconomio stability, 
and social cohesiveness and spirit—which are tho real sinews or national power. 

The Marshall plan, which has been the most successful element in our postwar 
foreign policy, was successful precisely because it recognized and emphasized the 
economic and social aspects of European security. It is imperative that this 
emphasis be preserved and sustained in the rearmament period upon which we 
are entering; the rearmament program must be regarded as supplementing, not 
replacing, the cooperative effort to build a productive, stable and united Western 

urope. ' 

Your committes has under consideration the problem of United 
- States aid abroad. It is my understanding that, of the total of more 
than 8 billion dollars which you are considering 2.3 billion dollars 
’ is for economic aid, a figure which is well in line with my estimate of 
~ & year ago. — .. . 
am not in a position to pass any judgments on the amount asked 
for military aid—although, if General Eisenhower says that is what is 
needed, I'am forit. But Ido hold very strong views as to how foreign 
aid, for whatever purpose, should be administered. 

Speaking now both as an individual and as a member of the Com- 
mittee on the Present Danger, I would like to give you my views as to 
how to obtain maximum efficiency out of the dollars we spend abroad. 

On this question I shall read from the report of the Committees on 
the Present Danger: . 

Military aid and economic afd are under present conditions, easentlally the same. 
They are now parts of one program: to make our allies {n all parts of the wortd 
atrong enough to stand together and prevent the spread of aggression, 

Both forms of aid should be administered by the same agency, which should not 


be a part of any existing Government department. In it should be placed the 
administration of all existing economlo and military aid as well as the point 


4 program, 
7) ould take over the functions and personnel of the Economie Cooperation 
Administration and of the units of the State Department engaged exclusively fn 
work. . 
po’ two kinds of ald are inse parable. Both are really economia aisistance jbut 
are c or a military pu . One cons argely of militar 
equipmen produced in the United Btates and the other is for the most part 
assistance to make ble greater military production [n the reciptent countries. 
_ It fs only through one agenoy handling both kinds that waste and duplication 
can be avoided, and intelligent, effective coordination made possible, 
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A singlo agency can better answer the many questions which have to be an- 
swered: the extent of the need {In cach country; whether that need can be fillet 
better by military items or by civilian items; tho extent of the ability of each 
country itself to produce and service items, military or civilian; tho ability of our 
own resources to supply the needs, and thé best way our resources can be so used 
in any particular area: what help can be interchanged between two foreign coun- 
trics themselves, These questlons—difficult as thoy are—should not made 
more difficult by splitting and duplicating responsibility in budget making and 
administration. 

Of course the single agency must operate within the broad limits of our foreign 
policy, which is the reaponsibitity of the State Department, and within the military 
policy laid down by the Department of Defense—but its administration at home, 
and through its offices abroad, should be independent, as ECA has been. 

Under this plan the Defense Department would still do in effect what it is now 
doing. All funds for procurement of military items in the United States would 
continue to be allotted to the Defense Department for procurement through its 
regular channels, 


I would like to just spcak informally on this matter of the importance 
of having the supervision of overy dollar that gocs abroad loaned by 
asingloagency. It is just the simplest kind of common sense to know 
that if you do place that responsibility in one agency, instead of 33, 
which Nelson Rockefeller tells me wo now have that have something 
to do with foreign aid, you are going to get better supervision, you 
are going to get value out of a dollar. 

It is not a question of how many dollars; it is a question of getting 
maximum value out of every dime we send abroad, and that our tax- 
psyers are certainty entitled to. 


Vhen we send money overseas, we should make $1 do all $1: can do. - 


You are never going to get value out of your dollars you send abroad 
until you have a single agency, and you are never going to get away 
from some of the confusion you now havo until you have a single 
agency. 

This idea which is advanced that you cannot havo an operating 
agency taking over certain operating functions from State and Defense, 
and have them work with State and Defense harmoniously, I do not 
think will stand up in the light of ECA experience. 

The Congress, if I read correctly the testimony in the congressional 
hearings, was very much concerned with this question of whether, if 
an independent agency were created and thcre was an Administrator 
appointed, whether you would not have the problem of two Secre- 
taries of State. 

There was a provision in that law that if there was a difference of 
feeling between the Secretary of State and the Administrator of ECA 
it should be taken to the President for resolution. For almost, ou 
years there was never a difference taken to the President of the United 

tates. We did not have a difference. It was our job to operate 
within policy lines. ; an 
,, L say that ono of the difficulties that comes from any organization is 
if pou ave too much confusion between staff and operating functions. 
The operators ought to operate, tho staff people ought to work on 
policies, and lay out policies, and then I think you have a proper di- 
vision of labor. ; ; 

Because I have given so much emphasis to the economic aspects of 
this program, I want to repeat a statement I made earlier. Today's 
cold war is a four-front war. We must have effective action on all 
fourfronts. To be effective we must keep constantly in mind that our 
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aim is peace; therefore the tactics and methods used must be tactics 
and methods appropriate to that end. 

if we bear that in mind, the strength of the free world will steadily 
mount; and with each day that our strength increases, our opportunity 
for achieving a just and enduring peace will be by that measure in- 
creascil. ° 

It seems to mo altogether possible that the time may not be (oo 
distant when, from this position of strength, (he free world may bo 
able to bring into being universal disarmament under proper safe- 
guards. ‘That will indeed be the beginning of a new day. 

We nust have this effective action on all four fronts. ‘That seems 
to me a matter of extreme importance. I say it because I have heard 
so often the statement made that if we are to be successful in this cold 
war we must fight fire with fire. 

That means if the Kremlin engaged in some dirty work, we ought to 
figure out some way to engage in some dirty work. I do not believe 
that. 

On the contrary, I believe if your program is to be effective we must 
keep constantly in mind that our ain is peace. 

hat is a background statement of the assumptions on which my 
views are based, and a statement as briefly as I could make it of my 
views. 

Chairman Ricuarps., Mr. Hoffman, we thank you for that very 
able statement. As you know, I think everyone around the table has 
great admiration for the job you did. 

Wo will proceed under the 5-minute rule. What is your situation 
in regard to your time today, sir? 

Mr. Horraan. My next engagement is 1 o'clock. 

Chairman Ricuarps. We will try to get you away from here at 
1 o'clock. A few of the members are pretty bad about asking ques- 
tions. You can just tell them you are going, including myself. 

Mr. Hoffman, you are talking about this now organization. Would 
you put that into effect right now or in the next fiscal year? 

Mr. Horrman, I happen to be of tho opinion that it should havo 
been done months ago, not now, months ago. In other words, it 
scomed to me that with the Korean War new factors have entered 
into the situation that make necessary a reappraisal of all that is 
going on in the foreign field. . ; 

I feel that, therefore, tho quicker that you get after this creation 
of a single agency to handle these operating functions the better off 
we will bo. A dollar going overseas is a dollar. Somebody: has to 
watch that dollar. ; 

I have used the expression, “Tho biggest thing we learned in ECA 
was the importance of guiding our dollars.” In other words, they 
had to submit a program to us, had to tell what they were going to do 
with the money, what they expected to get out of the money, and then 
we said, “O. K., wo will put up the dollars, and we will follow through.” 
We guided and followed, in other words. - 

. In that way you get benefits. I donot want to make any contrasts, 

but I think the $12 billion that was spent under this new principle 

whi e ongress itself wrote into the bill—it was no invention of 

quis— produc much “ore than many times that amount of unguided 
ollars. ; 
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Ihave a great respect for governments, but the moment that zovern- 
ments get their hands on billions of dollars there are so many ways it 
can be spent. 

In this case our job was to promote economic recovery, and we kept 
the dollars beamed on economic recovery. If you know what you 
want done with dollars, and guide them, you then have a chance to 
make their use effective. 

1 think if you just take, without mentioning any specific items, the 
appropriations to foreign governments since World War I, and con- 
trast what happened when the dollars were unguided and when they 
were guided, you can get an answer to this question of whether it 1s 
som while to have a dhovanghty competent agency guiding, directing 
dollars. 

Chairman Ricttarps. That sounds like a good proposition. But 
here we are in the middle of a program of technical assistance, military 
aid and economic aid. They are in operation now. It would take 
some time to reorganize them and to keep them functioning as they 
should, would it not? 

Mr. Horrstan. Around 30 days. 

Chairman Ricuarps. Thirty days? 

Mr. Horrman. Yes, sir. 

Chairman Ricuarps. You feel that 30 days would allow you enough 
time to keep the keymen in all of them? 

Mr. Horrsanx. 1 do not have any doubt of it. I think the quicker 
the better. The danger is delay, because it is uncertainties that 
result in losing good men. 

You have to save some of these good people. You have good 
people in all of these programs. Tho thing is that somebody has to 
take on tho job of welding the organization together and getting it 
under way. You have to do it quickly. 

After all, you started ECA out with one individual, and we had to 
start spending moncy at a oy large rate in a very short time. You 
can get an organization together. You have the people. You are 
not out secking people. You have good people, 

It is a case of putting thom together. There might be a few people 
dropped out of each organization, 1 do not know; there always are, 
without loss.: But if someone took over that job, in 30 days you 
could have a functioning organization. 

Mr. Roostveit. What was your four-front program—military, 
political—— 

Mr. Horrman. Informational and economic. 

Chairman Ricnarps. You would lump all of them—military, 
technical and cconomicinto one outfit. If this new organization 
worked as well as this one did with its loose set-up, it would be all right? 

Mr. Horrsan. I would like to read to you a chapter of my book. 
It would give it to you in greater detail. 

Chairman Ricnarps. My 5 minutes are through. Dr. Eaton. 

Mr. Eaton. I want to express my gladness at sccing the wonderful 
improvement in your personal appearance. You look perfectly 
healthy with nothing to do. 

Mr. Horrsan. That is fine. 

Mr. Eaton. If wo are going to have all these functions consolidated 
under one head, do you suppose we could induce you to be the head? 
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Mr. Horraan. No, sir; I have a job. Nobody seems to want mo 
anyway. 
sanati Ricuanps. The doctor said you were not doing anything, 
did you not? 

Mr. Eaton. Yes. 

Chairman Ricwarps. You are working pretty hard now. 

Mr. Eaton. That was the first timo that ho was not doing anything. 

Mr, Futron. ‘Is Mr. Hoffman of draft ago, Mr. Chairman? We 
should draft him for tho job. 

Mr. Eaton. I do not think I can add anything to tho very lucid 
and characteristic statement that our distinguished friend has mado 
to _us today. ; 

I hope we will have tho benefit of your counsel and leadership as wo 
thread our pathway through this mazo; will that bo possiblo? 

Mr. Horrman. Mr. Foster, I am very happy to say, appointed mca 
consultant yesterday. 

. Mr. Eaton. Ho did? 

Mr. HorrMan. Yes, sir. - 

Mr, Eaton. Mr. Foster isa genius. Iam glad tohearthat. You 
saa Sige the job? : 

Mr, Horrman. Yes, sir. | 

Mr. Eaton. Are you going to move back to Washington? 

Mr. Horrman. I am going around the world. 

Mr. Eaton, It is a great comfort to all of us to know that you havo 
joined the army. I want to wish you all the health and strength in 
doing that. That is all. 

Mr. Horrman. Thank you, sir. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. MansFiEL_p. Mr. Hoffman, it is always a pleasure to havo you 
before the committee. As always, you have given us something 
to think about. 

I would like to ssy that I am sure that this committees as a whole 
regrets your relinquishing the post as Administrator of the economic 
recovery program; we think we have a very good man in Bill Foster, 
who has taken over since you left. : 

You have mentioned what I think this committee has been consid- 
ering for some time, that is, considering the possibilitios of amalga- 
mating all of these various agencies into one organization, Would 
it be too much, Mr. Chairman, to ask Mr. Hoffman if ho could supply 
this committee with an outline of that proposed organization, so that 
we could givo it serious consideration? 1 think it is a sound idea. 
If we can do something like that within 30 days, it is my impression 
we ought to get busy on it. As I recall Mr. Foster’s testimony, it is 
in om with tho views expressed by him before this committee last 
week. 

Mr. Horrman. I think in my statement, Mr. Mansfield, I said 
that every independent agency that studied this question of foreign 
sid came up with the samo answer. In other words, the Gordon 
Gray report recommended a single agency j the Rockefeller report 
recommended a single agency; the Brookings Institution recommended 

a single agency. ; 

* | would think, without having had a chance to give the Brookin 
report any thorough study, that they would have gone into this 
Problem of internal organization the way I could not have, as an out- 
sider, 
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They are down here, and that is a job that would take a staff of 

eoplo, I would think, perhaps a month to work out all tho details, 
Ko outsider could do that. ‘The Brookings Institution has already 
done that. I would think their report would be good. I am sure 
if tho problem was put up to the Budget Bureau they could work 
the thing out. 

Mr. Rooseverr. Will tho gentleman yield? 

Mr. MAnsFietp. Yes. 

Chairman Riciarps. Does tho gentleman yield to the gentleman? 

Mr. MANsFiELD. Yes. 

Mr. Roostvert. Nothing is ever quite black or white; something 
is gray in between—maybe the Gordon Gray report. 5 

Vhat are the disadvantages? I have heard you give very elo- 
‘ quently the advantages of this singlo institution; what are some of tho 

isadvantages that you have thought of that come about in setting 
up a single agency? 

Mr. Horrman. I think the principal disadvantago is, as tho chair- 
man points ou!, that there would be a period of 90 days in which there 
would have tc bo a considerable amount of tact used by whomover 
was the head of this agency, because as you stepped into certain areas 
and began to take direction of the spending abroad, you would find 
some of those resistances that come up when functions are being taken 
away. 

But I think we are in a period of such danger at the moment that the 
right amount of tact could be used and the thing could be worked out 
satisfactorily. On this particular question, I do not know any dissent 
from the view, except on the part of the individuals who have vested 
interests. 

Everyone who has gotten back and looked at this has come up with 
the samo answer, that we aro not going to have the most effective use 
of tho dollars we send abroad until tho spending of those dollars is 
directed by a single agency. 

Tho Gordon Gray committeo was a committeo of distinguished 
eoplo; Dr. Mason, from Harvard, and others. I do not recall the 
ull list of people. They wero all distinguished people. 

I know I always discounted my own views on this question, stron; 
as they were, when I was at ECA, because [ thought I was prejudice 
in tho matter. Now that I am away from ECA, it stil! seems rather 
clear to me that a single agency is the answer. 

When the Rockefeller group came atong and studied tho situation, 
and came out with the same answer, and tho Brookings Institution 
came out with the same answer, I was even more sure that I was right. 

Chairman Ricuarps. The time of the gentleman has expired. 
May I say that when you ask other members to yield it is going to be 

retty tough on them, because we are going to move down the table 
ere. Mr. Chiperfield. 

Mr. CurperFietp. Thank you for a very thorough statement, Mr. 
Hoffman. I havo no questions. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barri. Good morning, Mr. Hoffman. I have no questions 
at this timo. 

Chairman Ricnarps. Mr. Vorys. 

Mr. Vorys. It is great to have you back again, Mr. Hoffman. Not 
only did you do a great job, but I think you are doing one now. 

85708—61——-22 
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Of course, this organizational problem is a difficult matter. Here 
is the difference between ECA and the problem that lics ahead. ECA 
was 4 temporary organization that helped write its own death sentence 
in that you proclaimed abroad and at home, “This is a 4-year job, and 
that is when it should wind up And you told us, ‘Please, do not 
whisper anything elso,”’ and so forth. 

Now we are talking about a period where Hoover says 10 years and 
Eisenhower 20 or 30 years. This is something permanent. 

Mr. Horratan. I would like to distinguish the situations, if I 
could, Mr. Vorys, in this way: I think that any program of aid that 
does not have a terminal date is missing something. In other words, 
I believe that the program should have a terminating date. I happen 
to believe after all, if you just go back to the records, you wil! find 
we have extended other countries, in the way of loans and other 
amounts, aside from military aid—a figure which I was never able 
to get accurately because it is a large figure—total aid of something 
over $50 billion in the last 30 years. 

_ I think we have not recognized—this may not be politically a wise 
statement—that we have to accept leadership of the free world. 
As leaders of the free world we have certain responsibilities. 

I want to make my position clear. One of the questions that the 
Congress was always asking me was, “‘Are the Europeans grateful for 
what we are doing?” I took my life in my hands and satd that was 
a matter of no consequence, that whether they were grateful or not 
was not important, that we should not send one dollar abroad in order 
to earn gratitude, because you cannot buy gratitude with dollars. 

It is not that kind of a deal. We should only send money abroad 
for American interests. I think the best advice I got, and the first 
advice I got when I started in business many years ago, forty-odd 
years ago, from a very wise man, was to get in a growing business and 
& growing country and you will do all right if you are any ood. 

I went to Los Angeles and went into the automobile business. I 
could hardly get out of the way of prosperity. I think the United 
States is a leader of the free world; it has an interest in a prosperous 
world. 

_ In other words, we will be better off in a prosperous world than a 
world in which there is suffering and privation. That is just horse 
sense. x 

That does not mean we are going to go out and throw money around 
to have a prosperous world. It means we will do the sensible thing 
to build prosperity. It is just the same as with any businessman in 
any enduring business today, a business that has lasted 50 years— 
you can put this down in the book—that businessman has set aside a 
certain amount every year to build future markets. 

I say you have to have an agency figuring out what is smart for us 

to do in order to bring about better conditions in the world. 
: Mr. Vorys. Thatisright. But what you bave just described to us, 
it seems to me, is a new State Department. The fellow who hands 
out economic aid and decides whether it goes or not, and the military 
aid, and whether.it goes or not, is the fellow that has the political-in 
and know-how all over the world. 1. 

What-Lam wondering is if.what you are describing is not a new kind 
of State Department. oo 
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Mr. Horrman. Actually, is this not true, that the foreign policy of 
the United States is the policy of the United States Government? 
The guiding agency that guides and develops that policy is the State 
Department. But the State Department cannot function without 
considering what is in the best interest of the people locally, domestic- 
ally, what is the best interest of the country from a military point of 
view. 

So, actually while the development of policy should be clearly the 
function of the Department of State, the policy has to be synchronized 
at the Cabinct level. 

You will find in the testimony that was taken in the congressional 
hearings on the original Marshall plan that it was said this was really 
a case Where we are setting up a second Secretary of State. That is 
not true. 

Because, of course, if any man takes on this job of operating in this 
field he must have Cabinet status. Without that heis gone. This is 
the kind of town you have to have that in. 

Assuming that you have people of competence and good will, you 
will have no problem there. We had no problem in ECA. We 
worked within the framework of policy, of course. You have to have 
that. 

As I say I think this new agency should be permanent. I think 
it should be recognized that we have this new task. There is no way, 
in my opinion, of escaping it. Let us do the kind of leading that 
will be in our interest. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Ristcorr. I will yield the gentleman my time. 

Chairman Ricwarps. Mr. Carnahan. 

Mr. Carnanan. Continuing this same line of thought, are you not 
saying that we do have two Secretaries of State; we have a policy 
Secretary and an operational Seerctary? 

Mr. Horrsan. I will accept this change of language. We can say 
that you have two agencies of the United States Government primarily 
operating in the foreign field; yes. If you have this new agency, it is 
Speraling in the foreign field, and so is the Secretary of State. | 

Actually, your framework of policy has got to take into considera- 
tion not only the operational problems that would come to this new 

agency, but also the problems of the Department of Commerce and 
the Department of Defense. 

I think that the big hope is this. Of course, I think most of you 
entlemen on this committee gave solid backing to what my great 
riend Senator Vandenberg used to cal! an unpartisan foreign policy. 

We are not going to be able to exercise the leadership that we have 
to exercise in the world until we have an unpartisan foreign policy. 

While the Secretary of State can operate in an unpartisan manner, 
I do not think you have the same need that he be unpartisan forever. 
But this new agency has to be unpartisan in the full sense of the word. 
Hf it is to be effective it has to represent the American people. It 
cannot represent either party. 

I happen to agree with Senator Vandenberg, that when it comes to 
foreign shores we all ought to become Americans. We have this new, 
to me, somewhat terrifying responsibility of world leadership. 

We cannot exercise it unless we do once more reinstitute unpartisan- 
ship in foreign policy. 
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Mr. CARNAHAN. You stated that the economic and military aid aro 
thesame. I wonder if you would expand on that. 

Mr. Horrman. I meant this: When it comes to the impact of the 
dollar abroad, it does not—I will put it another way—when a dollar 
goes abroad and is spent in a given country it has an economic impact 
of one dollar. : 

Someone has to say how those dollars should be guided, so that in 
their economic impact abroad you get the most constructive result 

ssible. This will illustrate what I mean—in relation to Great 

ritain and Italy, I would, as far as possible, try to concentrate military 
roduction abroad in Italy and certain other countries, rather than in 
reat Britain. 

A person who is informed would know the exact status of employ- 
ment in every country; he would know the exact facilities available ; 
he would know if he put the dollars in one country, whether they 
went for military production or went for economic purposes, that the 
result would be to add to inflationary pressures. 

He would know in another country it would be a great offset to 
deflationary pressures. In Italy you have substantial unemployment. 
You had that at least a year ago when I was familiar with it. You 
had something far short of effective use of Italian plants, due to 
the fact that with underemployment there was a tendenc always to 
pad payrolls—unavoidablo, but that was taking place in Italy. 

If you could guide those dollars to Italy and the production of 
Italy, you would help meet that situation. 

When you get to Great Britain they would have exactly the opposite 
effect because they have full employment. That is the judgment you 
have to pass on the dollars to go one way or the other. 

Chairman Rrcwakps. The gentleman’s time has expired. 

Mrs. Botton. I am happy to yield my time to the chairman for 
such use as he sees fit. 

Chairman Ricuarps. I appreciate that. Mr. Ribicoff. 

Mr. Risicorr. Mr. Hoffman, do you believe that if we are to be 
effective, economic assistance cannot end June 30, 1952? 

Mr, Horraan. No. Can I repeat again, I think you want to dis- 
tinguish here between a terminating date on the program and other- 
wise. The Marshall plan was to end in 1952. But { am still saying 
today it should end ahead of schedule. I think the conditions under 
which that plan was sct forth have changed; therefore, you are faced 
with a new situation. . 

It would be utter tragedy if you terminated ECA and did not have 
before you something by which to establish a new agency to operate 
the new economic aid program. But today you will have and will 
need out of the experience of ECA, in my opinion, pm ng by 
which to establish an agency that will operate on a world-wide basis 
instead of just in a limited area, and give the kind of guidance you will 
get out of a competent staff directing a world-wide organization. 

Mr. Risrcorr. If this committee were to do an effective and con- 
structive job should we immediately study and look forward to the 
creation of that new agency in this bill? 

Mr. Horrman. At once. 

Mr. Ristcorr. Because we do not have the time. 

Mr. Horrman. I do not think this committee could be any more 
constructive than to concentrate its energy, in the economic field, in 
getting such an agency established now. 

! 
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Mr. Risicorr. I think your statement about our having spent 
$50 billion over the last 30 years without knowing about it is correct. 

If we are to be the world leaders, at least for the foreseeable future, 
it is going to take large sums of American moncy to keep the free 
world going, and United States, too, as a matter of fact? 

Mr. Horrsan. I would like to break that onc down. May I say 
that my approach is entirely, and has always been, based on what 
is in the United States interest. The United States is tho leader of 
the world and should and must do certain things in its own interest. 

That interest has to bo an integrated interest. There is nothin 
less smart that I know of than to take too narrow a viewpoint. 
think we have a great stake in world prosperity. You have to have a 
hard-headed look to see what you can do to promote that prosperity. 

You can waste an enormous amount of money. That is easy to do. 
It is difficult to see that the dollars are spent in such a way that you 
can get effective results. 

I do think the thing that concerned me 2 years ago, when the 
Spanish loan was suggested to Congress, was that it was going to one 
pe vernmnent I was not thinking in terms of any special government. 

hated to ses $50 million of American money go to any government. 
I figured that was a good way to see those dollars were not spent in 
the most constructive manner. 

I think Congress wrote many things into the ECA bill. Asa result, 
I studied that legislation and had an extremely high view of Congress, 
which I maintained fairly well. That was a remarkable piece of 
legislation. It brought new principles into this whole question of 
foreign relations; principles that you want to hang on to. 

The first thing was, I think, that that bill mado perfectly clear 
that we had to put the responsibility for the development of programs 
on the nationals of the countries we are trying to help. 

We never formulated the program. That is your job, we said. 
You go ahead and tell us how you think, and how the recovery effort 
should be done for the country, how many people it will take. If you 
want our counsel, all right, but do not hold us responsible. We want 
you to tell us how to spend that money. 

That put them up to the task, in the first instance, and made them 
responsible. That is a first principle. That was written into the bill. 
The principle of counterpart was written into the bill. 

‘ en Ricwarps. The gentleman’s time has oxpired. Mr. 
mith. 

Mr. Suita. Mr. Hoffman, I want to first associate myself with 
the statement of the gentleman from Montana and his remarks about 
Mr. Foster. 

I wonder if we have in this whole program too much emphasis upon 
povenment and not enough upon people. It leads me to this question: 
Ve know that productivity has increased beyond prewar conditions 
in Europe. In all of that productivity the peoplo have not shared in 
it. My question is: 

How can we overcome that very vital situation? It may be a very 
difficult thing to work out, but until the French people and the Italian 
people can raise the standard of living, it seems to me we are just 

ed down. 
rt. Horrman. I could not agree with you more, Mr. Congressman. 
It was a subject I did have intensive interest in. Here is the hope. 
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There is nothing more difficult than to change the distribution of old 
wealth. Thatshould be done by revolution. But you do haven chance 
to change the distribution of newly created wealth. 

In other words, I know that ECA today under Mr. Foster and Mr. 
Joyce is putting great emphasis on increased productivity and upon 
the importance of taking tho benefits flowing from the increased 
productivity, and distributing them equitably. 

No one knows better than I do the problem you have in Italy, of 
getting some of the people in authority—not in government, people 
in business—to recognize that these savings or earnings that come 
from higher productivity are distributed primarily to your workers. 

Mr. Satta. Where have they been going these vears that the pro- 
gram has been in operation? 

Mr. Horrsan. Tam speaking particularly of France. I never felt 
happy about what we had accomplished in France. At the same timo 
T felt that a great deal had been accomplished. 

Tet me explain why. When we started operating in France in 
July of 1948, workers were being paid in francs at the official rate. 
The official rate then was 119 to the dollar, and the black-market 
rate then was around 500 to the dollar. 

The only place the worker could buy goods at the official rate was 
in those stores where they had ration goods, and there were almost 
no ration goods. 

What he had to do was take these franes, which ho got at the rate 
of 119 to the dollar, and get what he could with them, which was 
practically nothing. 

In the 2 years of ECA operation these things happened: The most 
important thing was that the frane was revalued to about 300 to the 
dollar. There is no black market in France today that I know of. 
So the franc became a medium of exchange again. 

There was o raise in wages of somewhere around 20 percent. It 
should have been more than that. But a trend was established. 

You cannot turn these things upside down in a year. [really feel 
reasonably hopeful that this new emphasis that ECA is putting on 
productivity and an equitable distribution of those fresh carnings 
may havo o very real impact in France and Italy. 

t just happened that. I discussed this morning with Bill Joyce what 
could he done in Italy and France to create an understanding on the 
part of the more forward-looking business people as to the manner in 
which it should be done. It is Tike Henry Ford when he announced 
that ho was going to pay $5 a day in 1914 rather than $2 a day. He 
said that he was not proceeding in an unsensible way, but a sensible 


way. 
; Nir. Situ. Do you not think tho initiative should come from with- 
in those countries? Why should we be compelled to tell them what 
to do 
; Mr. Horruan. We are not telling them, but trying to persuade 
them. 

Chairman Ricxarovs. Mr. Burleson. - 

Mr. Burueson. I will pass, Mr. Chairman. 

Chairman Ricnarps. Mr. Merrow. 

Mr. Merrow. It is a pleasure to have you with us. You made a 
very oxcellent statement, TI was glad to' hear you emphasize the 
necessity of considering United States interest in these aid programs. 
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It seems that it would be well to bring about as rapidly as possible 
an integration of Western Europe in the economic field, the military 
field, and the political field. 

1 wonder if you will comment on ways and means to accelerate 
integration as we continue to give our assistance and economic aid. 

Mr. Horratan. I do not know any single problem. It is a long 
story. You had e 50-year trend against you. There were 50 years 
in which you moved in only one direction. ‘Phat was to build tho 
trade walls around cach country higher and higher. We were trying 
to breach those walls. I think we were very successful in breaching 
those walls. 

Wo were able to build up European trade to something in the order 
of 20 percent above prewar, within 2 vears. Wedid greatly ameliorate 
tho situation as to the currency exchange restrictions. We did point 
out that the greatest inequities lay in these trade barriers. We got 
those pretty well climinated or reduced. We did not do too much 
with tariffs. Like any other country, when you hit tariffs, you hit 
vested interests. 

You cannot move too fast. I think the trend was clearly estab- 
lished. I think all these things all come about gradually as the re- 
sult. of pressures that are built up. If you are trying to build 
pressures, you will move in the direction of pressure. 

The big chance now is in the military field, There you have Gen- 
eral Eisenhower, a man of such stature that he has already been able 
to accomplish a great deal in welding together these field forces in 
Europe. I think in that process he starts breaking down these 
barriers to unity. 

You have fundamental conflicts that will not give way overnight. 
If we can keep the pressures on in every direction, I think it will 
create a situation in time in which there will be a relatively free 
moyement of goods and people among the countries of Europe. 

Mr. Merrow. You speak of keeping the pressures on. Would you 
comment on the advisability of writing conditions into legislation 
that we may enact, conditioning aid on certain accomplishments? 

Mr. Horrstan. I think it is very hard to set those conditions 
rigidly, I think you have to give any administrator a good deal of 
flexibility. 

You see, we had a provision in the 1949 act which was used to 
great advantage. I have forgotten the exact language—it was clear 
that the United States believed that the economies should be inte- 
grated. We used that. You can use general language like that, and 
very effectively. 

I think if you try to take over the operating function itself, you 
will inject a rigidity which will work in the opposite direction that 
you think it will work when you put it into legislation. 

Chairman Ricuarps. The gentleman’s time is up. Mr. Hays. 

Mr. Haya. Mr. Hoffman, is our emphasis on production suflicient 
to give our own people an assurance that this is not a matter of 
favoring foreign countries over our own? Let me be specifie. 

There will be a tendency in times of distress such as we have in 
Missouri and Kansas, for example, to say that we negleet our own 
people. We built levees and bridges and railroads in other countrics. 

Now, I do not want to ask you to get into a field that you would 
probably wish to leave to us. However, we have to hammer theso 
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questions out on the basis of national policy. Now, to ask vou a 
leading question, Is not our emphasis very fikely to bo on military 
aid and production? I am asking if thero is any justification at all 
that these proposals aro in competition with domestic interests and 
Biciecvt : 

That is a broad question, but on the basis of your oxperionce, hava 
wo dono anything under ECA that is subject to that criticism as 
between domestic and foreign interests? Havo we indulged in gran- 

iose schemes, for oxamplo, that represent too much capital outlay, 
not justified in terms of productivencss? 

Mr. Horraan. Well, wo aro getting into cconomics here, and [ 
would like to mako a statement. I will explain it in moro detail 
later, if you wish. 

Of course, any dollars that go abroad havo to come homo to bo 
spent. Tho only place that dollars can ultimately bo spent is in tho 

nited States. So when you send dollars abroad and they como back 
home, the question is, Who gets them? Now, if there is any lobby 
that missed mo during my 2% years down hero, I do not know what 
it was. I think I was hit by overy lobby in tho United States. I 
think overy interest has a right to fight for this provision or that. 
That is a part of our system, and I am all for it. I do not say that 
critically, but when a particular group will come to mo arid say, 
“Now, wo want this law written in-——" ; 

Chairman Ricwarps. Mr. Hoffman, would you suspend for just a 
moment, while I make a statement? Wo have someone who will 
inform us hero when thoy go in the well to havo a roll call and T will 
let you know in plenty of time, 

Excuse me, Mr. Hoffman. You may continue with your statement. 

Mr. Horraan. Ono lobbyist would say, “Wo are all for this ECA 
program, but wo want you to support us when wo put a provision in 
the law for any dollars spent back in America, so that if they-aro 
spent in tho fruit fields thoy should bo spent for apricots.” I would 
say, “Wait asccond. I happen to believe in freo competition. When 
that dollar hits our shores, I am all for the apricot people and the 
apple people, and all other competitors having a crack at it. Lot the 
man who can get it, got it. 

“The minuto wo start writing provisions in as to how those dollars 
aro spent, we are not protecting you against foreign competition, but 
against dcmestic competition, and I do not believe we should do that.” 

[et me say I do not know of a single caso where IT was able to sit 
down with the people who thought their interests were being adversely 
affected whero we did not talk the thing out and prove by facts and 
figures that it just was not so. 

Just on the figures of total production in America,—or gross national 
output, rather—it was in the neighborhood of $275,000,000,000 a year. 
Now, theso figures aro not fresh in my mind, but it scems to me if I 
remember it right that the total value of our industrial and agricultural 
pulput was something around $150,000,000,000, or in that neighbor- 

ood, 

What was being talked about was tho impact of perhaps $500,000,000 
moro of imports in America. It was that $500,000,000 moro against 
$150,000,000,000. When you break it down to show where it hits 
individually, I never found a case myself where it scemed to mo that 
industry had to be protected against anything except its own fears. 


THE MUTUAL SECURITY PROGRAM 333 


Those goods coming here for the most part were not in competition 
with our goods. 

I can go over that case by case if you want me to. 

Chairman Ricnarps. The gentleman's time has expired. 

Dr. Judd. 

Mr. Jupv, Thank you, Mr. Chairman. 

Mr. Hoffman, I applaud thoroughly what you have said this morning 
so much better than [have been able to say it. Lespecinlly am grate- 
ful for your saying that wo must get this organizational problem ham- 
mered out now, late as it is. I think there is a lesson to be learned 
from what happened in the spring of 1948, when we wero facing the 
problem of ECA organization. 

In this committee wo were in executive session for four solid weeks, 
and wo debated and rewrote and voted up and down various provisions 
of tho bill day after day, The commentators and cartoonists and the 
Administration and most everybody else blasted us as few committecs 
havo over been criticized. ‘Nhey ‘said it was delaying and stalling 
the foreign aid program and that speed was the most important factor, 
They saul we were dilatory and obstructionist and so on. 

But we stayed at it until we got what we thought was sound because 
that was even moro important than speed. We finally got the bill in 
shape and passed within one day of schedule, 

I think the best thing we did was to take the time necessary to get 
a good law that you say has worked well. I believe we ought to 
learn a lesson from that for dealing with our problem now, 

I have only two questions at this time, Is it not true that the weak- 
cr or the less developed a government is, the stricter must be the 
supervision in guiding and following the dollars? 

Mr. Horraan. Yes, sir. 

Mr. Jupp. Now, referring to tho technical assistance program it is 
said this must be handled through tho United Nations. Tho United 
Nations is still a somewhat sketchy organization and in general has 
not developed good operating organization, and it cannot in so short a 
time. 

Do you think that our noney for technical assistance can be cither 
guided or followed through that international organization in its 
prosent condition as well as it can be guided by the kind of organiza- 
tion you talk about, a United States organization that you recom- 
mend our setting up here now? 

Mr. Horraan. [do not really feel qualified to answer that because 
T am not too familiar with tho United Nations Technical Assistance 
Committce. I do feel it is highly important that thero be the closest 
collaboration and, if possible, a working through tho United Nations 
wherover they are able to do the job. [ think that would have to be 
a caso of an individual judgment. 

If they aro sct up so that they can handle this, then all right; but 
I think tho important thing is to seo that the dollars that our taxpay- 
ers send out are going to produce results in the form of economic re- 
covery, military production, or whatever their purpose may be, to the 
Maximum result. 

I, therefore, would not deal with that in terms of the specific, but 
rather in generalities. 

Mr. Jupp. Thank you. — Thatisall. 

Chairman Riciarps. Mr. Roosevelt { 
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Mr. Roosevett. Thank you, Mr. Chairman. 

Mr. Hoffman, may I join my other colleagues in congratulating you 
on, I think, one of the most able and clear presentations that has been 
made on the necessity of this whole program. I am particularly 
interested in this operating-agency problem—the four-pronged attack, 
as I see it, as you stated, was military, political, information, and 
economic. 

Now, I can sce how the military and economic could very readily 
be put into a successor to ECA—an operating new agency. I am not 
worried about the time element of how long it ought to go, because 
I think that will depend on the situations, which will vary from one 
area of the world to another. Our program in the Far East and 
southeastern Asia will undoubtedly be a much longer program than 
the program in Western Europe. 

owever, when you get into the political and into the information 
end of the program, I am not at all sure that those two functions 
ought to be in this operating agency, because the political, it seems to 
me, really is a function under the Constitution and the President of 
the United States, and also, through him, of the Secretary of State. 

The information program is more of an adjunct of the political than 
itis the military or economic, although, of course, it overlaps, and thero 
is a need for propagandizing the truth in those two fields too. 

Do you contemplate that this agency should take on the political 
and information aspects of the program, Mr. Hoffman? 

Mr. Horrman. I did not make myself clear, Mr. Roosevelt. I think 
this agency should take on-only the economic aspects of the program. 
In other words, the political aspects of thiz program should be carried 
out by the State Department. The military, obviously, should be 
carried out by the military. I happen to believe that the informational 
activities which are now lodged in the State Department and are 
scattered through some agencies insofar as the foreign field are con- 
cerned, would be much better carried out if that agency was independ- 
ent; but that is a separate issue. 

Mr. Roosevett. That is Bill Benton’s idea. My worry is that 
each one of those fellows is going to come in on his independent phase 
of the program and set up a separate agency for that. . Bill Benton 
happens to be a bug on information. He wants a separate agency 
for that. You want one for economic. 

Mr. Horrman. No. I am talking about economic’ only, because 
only where the military has a position in the economic field would this 
new agency undertake any responsibilities in that field. 

Mr. RoosEvett. Would the military end items be excluded from 
this agency? 

Mr. Horsman. Anything shipped from this country or made in this 
country, in my opinion, would have to be decided upon by’the mili- 
tary—talking now about the dollars that go for military items to be 
shipped abroad. ; 

r. Rooseve t. I see. 

Mr. Horrman. I think this agency should have a great deal to sa 
about what is produced here and what is produced abroad. I thin 
they should have a voice about that, but I do not think their voice 
should necessarily be controlling. I do think there is a question of 
judgment there, and I think there is an inclination always to solve a 
problem here by giving out a new contract in America, which you may 
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not bo able to get filled for 3 years; whereas you might get that con- 
tract filled in some foreign vountry the day after tomorrow. 

So I think he should have independence so that he will have his 
voice heard when it comes to decisions as to where end items can best 
be made. But he would have nothing whatever to do with develop- 
ing the military strategy. 

Mr. Rooseveir. Do you draw a parallel between this situation 
and the similar problem that confronted us last year in setting up 
Charles Wilson as an independent agency for the defense mobilization 
effort outside of the Department of Commerce, because he could, 
of course, have been put in the Department of Commerce? Do you 
draw a similar parallel to that? 

Mr. Horrmayn. I think, of course, that was a very wise move. 
I believe it took someone of Mr. Wilson’s stature to get this program 
under way. 

Mr. Roosrvett. Of cabinet level, reporting to the President. 

Mr. Horrman. Of cabinet level, at least. It certainly had to be 
of cabinct level to get the job done. I think this other agency differs 
from Mr. Wilson's. I think it should be a permanent agency—and 
again I will say that this program, like every program authorized 
by Congress, should have a terminal point, but the agency itself 
would be there, and we would be saying we will have this job for 
that agency. 

Mr. Roosevert. One last question. You used a phrase which I 
think is vary important and very significant, that the United States 
must earn the right to world leadership. I would like for the record 
to state we can only really earn anything—and you have said this in 
different words by your use of the word “enlightened,” I think you 
can even make it stronger and say “unselfish,” because what. is 
unselfish in the short run is going to be to our long-run advantage. 

Chairman Ricuarps. The gentleman’s time has expired. 

I will recognize Mr. Fulton. Then we will have time to go down 
to the floor, and the committee will recess for 10 minutes. 

Mr. Futton. It is a pleasure to have you back, Mr. Hoffman. 
We always feel we are welcoming you back on the team again, 

After the start of the Marshall Plan program in 1948 we look at 
you as one of the ex-officio members of this committee, and one in 
whom we have great confidence. I would like to suggest that we 
draft Mr. Hoffman for the 90 days to help set this agency up. It is 
going to take somebody with experience, who will look at the agency 
as it should be, without trying to build an empire. It will be the 
greatest help to have you serve, and I am sure this committee has 
the greatest confidence in your eipomes and ability along that line. 

As a matter of fact, as a Republican I am very proud of you too, 
and I would run you for President if I had a chance. 

Now, going back to the bill itself, there has been a guaranty pro- 
vision that permitted American businessmen to invest abroad. We 
will not go into the provisions because we are rushed for time. 

Do you think it would be wise to continue some sort of a guaranty 
in future legislation for American businessmen, and even to extend 
that guaranty, possibly, to a guaranty against loss on the depreciation 
of currency? 
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Mr. Horrman. I wonder if that is not 8 question Nelson Rockefeller 
could answer better than I could, because ho has been in that whole 
field and mado a thorough study of it. 

Mr. Funtron. Then we will skip that for now. Tho question is on 
amount. Among many conservative people who fecl we might be 
ust throwing dollars away, they all wonder is the amount right. 

at, in qour judgment, as a businessman, and with the interests of 
America first, do you feel about the amount? Can it be reduced, or 
what will be tho'effects if the program is reduced in amount? 

Mr. Horrman. Of course, as I said earlier in my written state- 
ment, I can express & judgment only on the economic area. 

Mr. Futton. Wo will limit it to economic. 

Mr. Horrman. I felt there as a continuing policy we could well 
afford to put 1 percent a year of our gross income into what I call 
promotional activities throughout the world—promotional from the 
standpoint of promoting peace and Brospenty, As a businessman, 
it would not worry mo a bit; I would feel I was very negligent if I 
did not find ways to seek out investment for the long-run interests 
of my concern. 

Mr. Futton. May I ask you this, because the question will come 
up, and it should be said directly, without any rancor, or without 
putting one personality against another: Senator Taft recommended 
that the program be divided over 2 years with the same amount, 
which, in effect, seems a 50-percent cut. What, in your estimation, 
would be the results of that on this program? 

Mr. Horrman. I just think if a program is going to be effective— 
in the first place, we are going to spend a certain amount of money 
on it, whether it takes $2,000,000,000 or $1,200,000,000, or something 
like that. I believe we should either get the $2,000,000,000 to do it 
effectively or else we will be cutting it down to the point where the 
whole program is 4 waste of money. 

Mr. Futton. You dilute it so much that you waste money. 

Mr. Hoffman. Yes. , 

Mr. Futron. And then you lose the confidence of the people. 

Thank you very much. 

Chairman Ricuarps. The committee stands in recess for 10 
minutes. 

(Whereupon, at 11:30 a. m., the committee recessed for 10 minutes, 
until 11:40 a. m, of the same day.) z 

Chairman Ricuarps. The committee will come to order, please. 
We will resume the hearings. 

Mr. Jackson. 

Mr. Jackson. Mr. Hoffman, as is always the case, you made an 
excellent presentation here this morning. It is ay good to see 
my fellow Californian. Not only did I read you book but I bought it. 

Mr. Horrman. That was a mistake. 

Mr. Jackson. While I frequently find myself cast in the role of a 
devil’s advocate on this committee and sometimes disagree with the 
broad policies that are laid down, I still find that you are ‘the most 
pleasant person to disagree with, even on minor points. __ 

I know comparisons are odious; but, without any reflection on tho 
Studebaker, I would say that you probably are more like a model T 
Ford, because we know once you step on the starter that a certain 
consistency is to be found.in your work. That is, the things you 
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said in 1947 you said in 1948, 1949, 1950, and now. That, in itsetf 
is unusual, because we have met with some pretty sharp-angled 
changes of course here in this committee. 

On the matter of “unpartisanship” that you mentioned—and I 
think it is extremely important—it appears to me that if we are going 
to win this mortal struggle in which we find ourselves today, we are 
poing to have to return to nonpartisanship in foreign affairs. Mr. 

foffman, what do you consider to be the necessary ingredients for 
8 return to bipartisanship? 

Mr Horrman. Why, of course, I was thinking, Mr. Jackson, in 
terms of this agency. I think the first thing that has to be done is 
it has to be operated in a thoroughly unpartisan way. I think Mr. 
Foster, for example, is operating ECA that way, and completely 
unpartisan, so that I have something very specific in mind. That 
means very definitely when it comes to the matter of personnel that 
that personnel be selected on merit, and not selected for political 
reasons, ar a practical thing. It means, when it comes to the develop- 
ment of policies, that it would be my hope we could return to that 
situation we had for a time, when Senator Vandenberg was in the 
Senate, in which we did have a genuinely unpartisan foreign policy. 

You remember, I think, it was in 1948, and I think through most 
of 1949, and at least it was during the Eighticth Congress, if I remem- 
ber correctly, that there was rot a single vote that came out of the 
Senate Foreign Relations Committee that was not unanimous. They 
took their time, as Mr. Judd suggests, to study tho issues thoroughly 
and get a look at all the facts. Then they looked at those facts as 
Americans and decided what were the best interests of America when 
it came to foreign policy. 

I think we have got to get back to that as one of the assumptions. 

Mr. Jackson. Acknowledging that, is it not also essential as a 
necessary ingredient in any nonpartisan or unpartisan program that 
in back of the policy and behind the operation, in the analysis stage 
and at the policy level, that consultation is also vital to the success of 


any program? 
Xr. Horran. Surely. 


_Mr. Jackson. We wrote a minority report here on the first arms- 
aid bill, and I will never forget one sentence that said it is not enough; 
that our differences end at the water's edge and they should end at the 
conference table long before they reach the water's edge. 

Mr. Horrman. I completely agree with that. 

Mr. Jackson. Lack of such consultation on policy is probably the 
rock and the whirlpool upon which the unpartisan policy has come to 
rack and ruin. I agree that Mr. Foster is doing a splendid job of 
carrying out the excellent tradition that you established during the 
time you were with ECA in the operational field and in the adminis- 
tration of policies which have been determined upon, but I think 
unpartisanship has to spring from policy. 

fr. Horraman. I completely agree. I think what has got to resurge 
is a recognition in the Congress and in the Executive that we cannot 
afford partisanship in foreign policy. That does not mean we do not 
need debate. That is not the point at all, but it is the whole question 
‘ of how you approach it. 

If you approach it from the determination of foreign policy as an 
American, to find out what is best for America, I am all for it. 
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you decide to approach foreign policy from the question of what is the 
party advantage one way or another, we do not come out with the 

ind of foreign policy that will give us the position of leadership we 
must have. 

Mr. Jackson. I amin the fullest measure of accord with you on that. 
I recall the Vandenberg days, when it was not at all unusual for both 
the chairman of the committee and the minority member of the 
committee to leave the committee room to go to the White House. 
I think we have suffered in the interim from that lack of consultation 
and lack of conference as between the two great political parties, 
and I certainly hope we will return in time to the point where we will 
have that nonpartisan approach to foreign policy. 

Mr. Horraan. It will be a very wondestul. thing when it happens, 

Mr. Jackson. Thank you. 

Chairman Ricnarps. Mr. Herter. 

Mr. Herter. Thank you, Mr. Chairman. 

Mr. Hoffman, I want to associate myself with the very nice things 
that havo been said about you in the operation you conducted, and 
perticulany compliment you on the fact that you have been givin 
so much thought to the organizational side of the problem. I think 
often we thought of the program in terms of cash and not how it was 
going to be administered. 

If I may sum up, it seems to me you said with respect to this 
organization that it should be primarily an cconomic organization 
operating overseas, and that it should embrace within it all direct 
rae haa aid or technical assistance programs wherever they may be 
ound. 

Mr. Horrman. That is correct. 

Mr. Herter. Further, that it have a consultative voice at least in 
all offshore procurement programs of a military nature with regard 
to the economic impact, but should not directly concern itself with, 
say, the allocation of end items that come from the United States. 

fr. Horrman. That is correct. 

Mr. Herter. Because that is essentially a military function. 

Mr. Horrman. That is correct. 

Mr. Herter. I am glad of that clear statement of what you 
envisage in this organization, but may I go one step further? We 
have two very important organizations, both having their head- 
quarters in this country, one international and one national, which 
put dollars into the fo ign ficld. They are the Export-Import Bark 
and the World Bank. y ow would you tie them in? It seems to me 
their operations, both from a technical assistance point of view and 
from the point of view of putting dollars into foreign countrics, ought 
in some way to be tied into the picture. 

Mr. Horrman. I ios think they should. In other words, 
my view is that, as far as Export-Import is concerned, the head of 
this central agency should have at least a veto power on any moneys 

ing abroad and loans going abroad, because otherwise you have 
just one more channel for rE ication. * 

Mr. Herter. The World Bank is an international organization. 

Mr. Horraan. Obviously, you cannot have the same kind of 
control in the International Bank. I am not as familiar as I should | 
be with the exact organization of that bank, but I think the adminis- 
trator of this new central agency would have to have a seat of power 
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within it. I mean, he would have to be on the executive committee, 
or some place where his views would have to be heard. It actually 
happened during the time I was down here. I think the same thing is 
true with Mr, Foster. Our personal relationships with Mr. McCloy 
and Mr. Black were such that we had no problem, because we dis- 
cussed all these loans they were thinking of making and they were 
always good enough to come to us and say, “What about the impact 
of this loan to Turkey? Do you think we ought to go ahead with it?” 
That was informal, and that is one of the best ways of control; but I 
think in developing legislation there ought to be some place provided 
for the administrator of this new agency where he could have a formal 
right to voice his views as to loans made by an international agency 
in which the United States is putting up a substantial part of the 
money. 

Mr Herter. I wonder if you would care to comment on that 
one great problem Mr. Jackson raised, which is a very important one, 
I think, when he talked about the operational job being an unpartisan 
job entirely? The difficulties, 1 think, have arisen at the policy level, 
as Mr. Jackson indicated. There the mechanics were different. | When 
we go back to tho Vandenberg days, when consultation was an 
essential, because the Exccutive did not control both bianches of 


the Government. Since then they have controlled both branches of . 


the Government, and a lot of the unpartisan or consultative opcra- 
tional and policy determinations have been made without consultations 
at any level at all. 

I am very glad to hear what you said, and perhaps you will want to 
emphasizo it even more strongly. 

Mr. Horrman. Of course, J believe with you that unpartisanship 
does start at the consultative level on policies. That is where it 
should start, I believe. I just feel that perhaps in the setting up, or 
in the consideration of the setting up of the whole agency, this question 
of unpartisanship should be brought out in the open, and its impor- 
tance again stressed. 

As I told the story in my book, I thought Senator Vandenberg really 
salvaged unpartisanship last year when he was despcrately iat the 
Wardman Park Hotel and took over that task. 

I would like, if I may, partly for the record and partly to be sure 
this is clear, to read one more paragraph from the statement of the 
Committee on the Present Danger on this point of the relationship be- 
tween the Department of Defense and this new agency on procurement. 

What was recommended is that— 

The Defense Department’s relationship to the new administration would be 
essentially the same as Defense's present relationship to State in the mutual 
defense-assistance program. Defense would do in effect what it is now doing. 
It would supply the ata as to what equipment is necessary for the proposed 
troop basis of our allies, its cost, the necessary timetable for its delivery, the 
fitness of facilities to produce a particular item, the items which as a matter of 
security must be produced in the United States, and the availability in the United 
States of facititics to produce items needed to be produced here for reasons of 
timetable or security. All funds for procurement of mititary items and parts 
in the United States would be allotted to the Defense Department for procurement 
through its regular channels, as is done now. 

Chairtnan Ricuarps. The time of the gentleman has expired. 

_ Mr. Reece. 
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Mr. Reece. Referring to your statement regarding the foreign 
policy, with which I am in complete agreement ty I just want 
to make this remark bascd on my observations: That I think most, 
if not all men in public life—and I am referring particularly to the 

ill—do believe in that policy and try to live up to it; but, of course, 
that does not mean that, especially since they are not brought in on 
a consultative level, they may not have a difference of opinion. 

Mr. Horrman. Surely. 

Mr. Reece. But when that difference of opinion to which they 
give expression arises, that is based on the same patriotic feeling 
arising out of their conception of the good to the country and to the 
world, and that probably tho adverse opinion arose from it. T think 
somctimes wo fall into error in assuming that anyone who expresses 
a difference of opinion is basing it on partisan grounds, since most of 
the people in our country belong to one of two great political parties. 

ow, having mado that statement, I want to ask a question, if I 
may, Mr. Chairman, which is outside of the purview of this bill. I 
am asking it particularly of you since you are present, and there is 
also present Mr. Rockefeller, and you aro two gentlemen who are 
associated with two of tho greatest evolutionary and philanthropic 
institutions in the whole world. 

- here is quite a displaced persons problem—an individual relief 

problem—that we run into and which I am sure you have encoun- 
tered in various nations. Turkey has one, of their refugees coming 
from behind the iron curtain. Israel has ono of people coming into 
that country. The Arab countries have another. | 

Now, how to deal with that problem is really a big one. I am won- 
dering if the institution with which you are associated—and the same 
thing applies to the one which bears the name of your associate who 
is with you here this morning—has given any consideration as to 
whether or not the scope of your activities would enable you to give 
consideration to setting up, for instance, taking Turkey as on ex- 
ample, a small city or housing project into which you might pane 
these Pha ey ; then, in connection with that, setting.up some kind 0 
vocational or industrie! activity which in the long run might, under 
some terms of agreement, be made available to those people who would 
come in and work in that industry, so that ultimately it would revert 
to private enterprise? If so, it would seem to me as if that kind of a 
project in Turkey, or Israel, or one of the Arab countries, would stand 
as a magnificent memorial to private enterprise. 

_I am just wondering whether your organization would enable you to 
give consideration to that. I am asking this more or less out of my 
personal interest in the possibility of that, and it has neimmediate con- 
nection with the bill. 

Mr. Horraan. I will speak first for the Ford Foundation and say 
that our first interest in this displaced persons problem was perhaps 
from an American viewpoint. There were among the displaced per- 
sons in Germany and other countries men who we felt could greatly 
enrich. American life; men of high professional standing and some men 
who ets scientists, and men of real parts and real intellectual attain- 
ments. 

We gave to a committee headed by Mr. Reinhold Niebuhr $500,000 
to assist in bringing that particular group to America, prior to the 
expiration date for the entrance of displaced persons, which I think is 
the end of this year. 
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The broader problem of what can be done to assimilate these people 
into the fabric of the life of these countries is a problem to which a good 
many people have given much attention. One of the reasons that J 
am going abroad shortly again is to go into the Near East to see what 
is being done there, and to go to India to see what is being dono there. 
Mr. Chester Davis, whom most of you know, will be one of the group, 
as well as Mr. John Cowles. We will just take a look at this problem 
to seo if we can find out something about it. What we can do we do 
not know yet, but that is one of the purposes of our trip to the Near 
East and India at this time of the year. 

Just about nobody I know of knows as much as Mr. Nelson Rocke- 
feller of what can be done abroad with this type of activity. 

Mr. Reece. That is the reason I am asking this question, since you 
and Mr. Rockefeller are both here at the same time. 

Mr. Horraan. You heard from an amateur, and you will soon hear 
from a professional about it. 

Mr. Reece. I was impressed with what you said, that we should 
assume our position of enlightened world leadership. I am one who 
feels rather that world leadership comes to a nation involuntarily, 
and it is something you assume by reason of the position that is 
occupied and the personalitics involved. I fecl we must recognize 
our responsibility in that regard. 

But what I would like very much to see is that we assume or 
exercise the position of leadership in fields other than spending. 

Now, as to our position of world leadership when _it comes to 
spending, that is, making money available, I think that is recog: 
nized abroad and at home, but when some of the more acute political 
questions that bodily involve our interests come up, then I do not 
know that our leadership is so well recognized. 

Take, for instance, the disagreement among our allies or associates 
in tho free world with referenco to giving Red China a seat in the 
United Nations, or with reference to the admission of certain coun- 
tries like Turkey, Greece, and Spain, to the NATO orbit. When 
those more or less political questions como up our leadership is not 
2 aesnowledeed as it is when it comes to providing billions for aid 
abroad. 

I am kind of expatiating there rather than asking o question, but 
it would be interesting to have your reactians on it. 

Mr. Horrman. Well, that is a pretty big question. I think there 
again we have got to earn the right of leadership by demonstrating our 

olitical wisdom. I think wind is something you acquire the very 
ard way. 

Some of my most assured convictions had to give way as I began to 
learn something about the world. I think that the point there is 
that we do not have all the right answers. Iam not speaking of the 
particular questions you raise at all. My position on Red China is 
very clear. I donot think Red China should bo recognized and never 
have thought it should be recognized. I do not think any regime 
should be recognized that has acquired power by violence until it has 
demonstrated over a sufficiently long period of time that it is the only 
government in that country. When that time comes, even thoug 
you may not like the government, it is the government, and there you 
are. 

However, I do not think that is necessarily the case, and I hope it 
is not the case insofar as Red China is concerned. 
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I do think that we have got to eccgnize that by leadership we do 
not mean that the American position always has to be taken by every- 
oneelse. I think we have got to get into the discussions and we have 
got, to rear ourselves as we go along. We have to be willing to give 
‘and take. 

I think one of the most dangerous notions—and I can say this now 
very freely because I am no longer in Government—one of the most 
dangerous notions js the idea that the fact that you give aid gives you 

‘the right to dictate. That is not the way to get results. Even if you 
could use it that way, it is not the way to get results. You have got 

“to be persuasion and have to have a little giving and taking, as you 

along. 

Me ¥ upp. And there is no assurance our way is the right way for 
others. 

Mr. Horrman. AsI say, I have learned a certain amount of humility 
and I am not nearly as sure that my way is the right way as I was 20 
years apo: = on ; 

Mr. Reece. I am in complete agreement with that statement. 
I think we all assume that posture as we grow a little older and have 
a little wider experience. But it would seem to me one of the first 
considerations in assuming leadership or asserting leadership, or 

ersuading others to accept your viewpoint, is making sure that you 
ave no selfish interest back of the position taken. 

In these questions that arise now there is one great interest in- 

, volved. That is, the maintenance of the free countries of the world. 
That should be the one guiding principle, I think, in any recommenda- 
tion that is involved. We have no right to ask other countries to 
take the position that advances our selfish interest. Another country 
does not have any right to advise on a course of action that is for 
their selfish interest and is not for the interests of the strengthening 
and the maintenance of the free world. I am not one who feels that 
our history during the past few years is such that we ought to be looked 
upon with great suspicion, because we have asked for no gains that 
can be seen anywhere along the whole front. 

Mr. Horrman. I think you are raising quite a question there. 
We have a tremendous problem throughout the world. America is 
not understood. The Russians have always pictured us, of course, 

as highly materialistic, interested only in bathtubs and automobiles; 

_and particularly ca intellectuals in other countries there is not a 
recognition, I think, of what American progress in areas other than 
the material area has been. 

I think by one method or another we have to acquaint people with 
what really is the glory of America, and that to my mind 1s the great 
enhancement that has come about here in this country in the past 
60 years, and has given opportunity to the individual to grow and 
develop materially, intellectually, and spiritually. That is our great 
achievement and that ‘has come, I think, in a particularly rapid 
manner in the past 50 years. Thé world does not know about that. 

They know about our automobiles and olr bathtubs, but they do 
not know how much ter the opportunity of the average man is 

today just to grow and develop intellectually and to grow end develop 

‘@piritually than it was 50 ear ago. t 

That is not known, and that is the rea] achievement of America. 

"That is what we have to bring about an understanding of throughout 
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the world, and that does not come easily, but comes slowly by deeds 
rather than words. 

Chairman Ricuarpbs. That is all, Mr. Reece. Your time has 
expired. 

Mr. Reecr. Yes, Mr. Chairman. Thank you. 

Chairman Ricuarps. Mr. Hoffman, may I ask a question, and then 
we will go along to some of the others who may have some additional 
questions? 

You want to set up a new organization to handle the whole program 
except military end items. If that is the case, this committee would 
not have any jurisdiction over military end ttems. We have been 
given jurisdiction because it is assumed these different forms of aid 
are related to each other and the requirements in the field of one type 
of aid might decrease or increase the needs in another. 

When you talk about end items, what are military end items? 
How far do they go? Maybe we should ask the military men about 
that, but I would like to have your idea about that. 

Mr. Horrsan. Of course, I think as a matter of practical opera- 
tion the head of this new agency, as it is set up, has got to have a 
very loud voice after this data is supplied, in accordance with this 
program which I read to you—a very loud voice in deciding whether 
end items should be produced in this country or abroad. I do not 
think an agency dealing entirely in the foreign field should have 
exclusive authority there, but I think the voice should be loud. 

In other words, I think that the military would be naturally in- 
clined to have as much of that military equipment built here as 
possible. On the other hand, I think that you should do here as you 
did in setting up the ECA where you gave the administrator a voice. 
Then if he cannot make his voice heard, that is his fault. 

Chairman Ricuarps. Should he say so many of these end items 
should be manufactured abroad, and so many in this country? Should 
he have authority to that extent? 

Mr. Horraanx. You have in the room here a man who knows so 
much more about this than I do thaf it is a shame to ask me that 

uestion. That is Tracy Voorhees, who was Assistant Secretary of 
War and who would know much more about the practical operations 
of this than I would. If, under your regulations, I could give way to 
Mr. Voorhees, I think that would be much better. 

Chairman Ricuarps. We will hear him later. 

Mr. Jupp. Why not hear him at this particular point if he is here? 

Chairman Ricuarps. The present witness has a time limit. 

Mr, Jupp. All right. 

Chairman Ricuarps. I think we had better hold that over. We 
will certainly remember that point. 

Mr. Horrman. Just save that for Mr. Voorhees. 

Chairman Ricuarps. Mr. Hoffman has to get away from here. 

Are there any other questions on either side of the table? 

Mr. Vorys. Yes; I have a question, Mr. Chairman. 

We heard from Mr. Cabot, who is the present Director of Mutual 
Security—that is his title. He is down two or three layers in the 
Department of State, and he says that if you sct up this new o aniza- 
tion you will still have the problem of coordination between depart- 
ments that you have now, a problem that is so baffling to us. There- 
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fore, according to this view, pou will not have solved anything by 
setting up one new separate department that still has to coordinate. 

What do you think of that? 

Mr. Horrman. Well, Lwill tell you. This has been my observation: 
There is no real difficulty in getting coordination at tho top level. The 
lower down you go, the more difficult the cooperation and the more 
jurisdictional issues become controlling. In other words, I never had 
a difference with the Secretary of State or the Seerctary of Defense 
while I was herethat we could not resolve by talking things out. But, 
down the line I used to have to jump in at times and settle somo 
terribly important jurisdictional battles as to who did this or this 
rather unimportant thing. I think that I am trying to answer that 
question quite bluntly and say to you in other words that as to 
coordination the lower tho layer, the tougher the coordination. 

Chairman Ricnarps. Will the gentleman yield? 

Mr. Vorys. Yes. 

Chairman Ricnarps, If it works so well, what is the use of setting 
up 8 new organization on this thing? 

Mr. Horraan. Well, Iam talking now about the—I do not know 
quite what the question is. 

Chairman Ricuarps. I mean, one central organization. 

Mr. Horraan. Well, I want one central organization to handle 
economic aid. The reasons for that I have tried to give. I think 
they are very real. If you scatter them out as you have now among 
a large number of agencics, then obviously you have multiplied your 
problem of coordination. 

Chairman Ricttarps. You are talking strictly from a business 
standpoint as to how you would organize an operating partnership or 
corporation. .¢ 

Mr. Horraan. I am afraid that is so. 

Chairman Ricuanps. I think that is a good path to follow. How- 
ever, there are some other difficultics in this, such as constitutional 
difficulties, and matters of policy, and other matters that come into 
this that would not come into the operation of a private enterprise. 

Go ahead, Mr. Vorys. 

Mr. Vorys. I have two things I want to ask about. You said you 
had no differences with tho Secretary of State. I heard Mr. Foster 
at tho annual meeting of ECA this year say, ‘We have never had any 
differences.’ Frankly, that is an awfully good reason—— 

Mr. Horrman. I did not say that. I said I had no differences wo 
could not resolvo. 

Mr. Vorys. Yes. That you could not resolve. . 

Mr. Horrman. That is right. Wo had somo very real differences. 

Mr. Vorys. Maybe ho said the same thing, but I recollect he said 
‘no differences.” That is an awfully good argument for not setting 
up a new organization, it seems to me. If you have no differences, 
that is what it indicates to me. 

We hear constantly about differences between Cabinct officers that 
have to be resolved by the President. That is a healthy thing in that 
it shows we had to have these separate departments and we have to 
have a President to resolve their differences. But if out of -hese tur- 
bulent times there is nothing that needed to'be referred to tho Presi- 
dent, that may indicate, one, that wo have had godlike men adminis- 
tering it, which may bo true; and, two, it also may indicate that there 
is no need for a separate set-up. ; 
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Mr. Horraan. I would not or I do not follow your logic on that. 
In tho first place, my reat point is that there are at Jeast a dozen agen- 
cies in Government that have a considerable influence —cither direct 
control or influence over the flow of dollars abroad. So we are talk- 
ing now about consolidating those functions into one agency. I think 
if you want to limit your argument as to whether you should take, for 
example, point 4 away from the State Department, then I think what. 
you would have to say would have some application. Tho other 
agencies, No. 

But I would argue very vigorously for this point of view, Mr. 
Vorys, and say the great advantage and the reason why this agency 
was given Cabinet status is this. It was nothing I knew about until 
I came to Washington, but the Congress put that in the bill and I 
found it was an extremely important provision. I found as far as 
privileges nre concerned, all it ever got mo was the right to have the 
uso of my ear and driver in the evening. That is the only practical 
thing I ever got from getting Cabinct status; but what it did psycho- 
logically was this: If something was happening in some other depart- 
ment of the Government, not only State or Defense, but any other 
department of the Government, I would go and call on whoever tho 
head of that department was and say, “You know, things are going 
on here that I think you are not familiar with. Let us talk them out 
because the issucs are very important ones to me and I want to get 
this thing squared away. There is no reason why, if we have all the 
facts in front of us, we cannot settle it and not have these jurisdic- 
tional conflicts, and not have your boys start over where our boys are 
operating.” We would talk it out right there. 

Hf I had not had Cabinct status, sir, they would have issued the 
orders and I would have been down the fine and coming up and 
pleading with them please not to doit. In every case they knew, and 
I hope I was never indelicate enough to stress the point, that I bad 
the right of appeal to the President; and, believe me, that is an 
extremely important right here in Washington if you want to be ablo 
to argue on terms os an cqual among equals. 

Mr. Jupp. It was only because you had a separate agency that you 
could resolve your differences. Otherwise you would just have had 
to bow to them, 

Mr. Horraan. Otherwiso you could never have resolved them, and 
in my opinion ECA could not have been operated if it had not been 
independent fully in that field, and if it had not had independent 
status, and if as head of it the Administrator had not had Cabinet 
status so that he could talk as an cqual among equals. 

Mr. Vorys. In some of these questions I am the dovil’s advocate 
bringing up various points of view that have been brought before the 
committee. 

Hero is one: You used the word “operating.” As I get it, ECA does 
not operate at all in that it does not procure anything. 

Mr. Horrman. That is right. 

Mr. Vorys. Other agencies procure. 

Mr. Horrman, That is right. 

Mr. Vorys. You have to coordinate. 

Mr. Horraan. That is right. 

Mr. Vorys. That is, you cannot give orders. 

Mr. Horraan. Oh, yes; you do. 
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: Mr. Vorys. But in this coordination business, you have to get 
some other department, such as General Services or Treasury, to do 
the procurement. Is that not right? 

Mr. HorrMan, We were not a procurement agency. I think the 
best way to say it or to describe our function is in a very real sense, 
or in a very big sense, we were investment bankers. In other words, 
we were acting as investment bankers for programs for these foreign 
countries, and we were following their procurement to make sure they 
complied both with the law and with common sense. 

In other words, whatever they bought in the United States had to 
be bought at the lowest competitive prices. 

Mr. Vorys. But you had your own budget? 

Mr. Horrman. That is rig t. 

Mr. Vorys. You did not have to go to anybody else for the money. 
When you signed something—— 

r. Horraan. When we O. K.’d a program for a foreign country 
that country could then step in and proceed with its buying in a 
normal way and, as far as possible, under the law, through private 
trade channels. 

Mr. Vorys. But on the operating part of it the control was that 
you had the power to say “yes” or “no” as to whether some foreign 
country got the money. 

Mr. Horraan. Surely. That is right. 

Mr. Vorys. And in that sense you were o crating, 

Mr. Horrman. We were operating. Surely. I think the best way 
fo describe it is we were operating as bankers. We were following 

ugh. 

As vou know, under the law, we were directed to follow through, 
and we did make sure to follow through in order to make sure, No. 1, 
the buying was done intelligently in this country; and, secondly, we 
were to follow through to see that the end use for which that money 
was spent was in accordance with the programing. That was our 
job to follow through on. 

Mr. Vorys. And to procure through private enterprise. 

Mr. Horrman. And let them buy normally. We just furnished 
the dollars. They did the buying themselves. You had to watch 
once in a while on kick-backs or little tbings like that, © 

Mr. Vorys. But you had a control there. 

Mr. Horrmayn. Surely. . 

Mr. Vorys. Through your post-audit on a country that was an 
operating control. 

Mr. Horrauan. We post-audited everything. You bet. 

Mr. Vorys. And you could put the squeeze on after the fact. 

Mr. Horrman. Surely. We could charge back anything to a 
country if there was evidence they had not bought intelligently or 
had in any way violated any of the provisions of the law. We relied 
largely on the post-audit. 

r. Vorys. I yield. alee ; 
Chairman Ricnarps. Mrs. Bolton, I believe you have a question. 
Mrs. Botton. Yes, sir. I have a question or two I would like to 

bring out at this point. ; 

On this following-up business, Mr. Hoffmbn, pou Mgest we should 
follow up the dolJar.- To do that there would have to be certain 
political climates in order to have the dollar produced. Who has the 
responsibility for seeing to it that the political climate is right? 
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Mr. Horrman. In a given country if, for example, without mention- 
ing any country in particular, there was evidence that cither tax laws, 
or trade barriers, or anything of that kind existed—because there 
again we had the backing of the law itself, the backing also of the origi- 
nal OEEC agreement among the countries, and the backing of our 
bilateral agreements, in which there was an agreement that tho trade 
practices, and the laws, and their own laws would be such as to en- 
courage the maximum effective use of those dollars—we could always 
step in and say that the situation in this country was very bad, with 
the tax laws as they were, Ict us say, and something has to be done or 
these dollars were going to be wasted. We would take these problems 
up with the embassy, and the embassy would deal with the matter. 
ahat was not our business. In other words, that entered another 

eld. 

You had to have the closest kind of cooperation between your 
Chief of Mission of ECA and the-— 

Mrs. Borton. Would you include in such cooperation the moral 
background of what is going on in 8 country? 

Mr. Horraan. Oh, yes; I would. 

Mrs. Bourton. And the integrity of a country insofar as its agree- 
ments are concerned with other countries and, let us say, with the 
United Nations? 

Mr. Horrman. Yes. I would feel that we had a right, or I always 
felt we had a perfect right either to extend aid or withdraw aid, 
depending on the conditions within that country as they affected the 
use of that aid from a recovery standpoint. , 

Mrs. Bouton. As they affected the uso of it there and:also as to its 
influence on other countries, and with what it did with that money. 
Supposing there was a project considered which might make it far 
more difficult for a neighboring country to pursue its peaceful course. 

Mr. Horrman. Oh, of course. Sure. 

Mrs. Bouton. In that regard, would you then feel there was any 
possible justification in stipulating the attitudes that would bo in- 
volved if a country were to have aid? 

Mr. Horrasan. Yes;I do. We really felt in this piece of legislation 
you wrote for us, particularly in the preamble, where you laid down 
certain general conditions, that we had all the moral things we needed 
to step in and point out to the ambassadors that certain things were 
going on that we felt were definitely antagonistic to our attainment of 
the goals that had been set for us to attain. That was 4 broad 
generalization. 

Of course, as you all know, some day—it will be a long time from 
now—but some day we can perhaps write the next chapter in. the 
history of ECA as to what was done in these countries really to get 
action. You do not get action by giving out public statements. 

Mrs. Bouton. No; you do not. 

Mr. Horrman. You get action by dealing very quietly, and the 
less you talk publicly, the more results you are able to get. . 

. Mrs, Bouron. You spoke of the tax situations in certain countries. 
I brought that up because at one of our hearings I was asked to wait 
until we were in executive session before discussing the various coun- 
tries. It is my understanding that you have been only partially 
successful in that, of course. 

Mr. Horraman. That is right. 
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Mrs. Botton. Because there can be no more than persuasive action 
on our part? 

Mr. Horrman. I might say we have been only partially successful 
in getting a good tax system in America. 

Mrs. Bouton. Yes; but tho American taxeo is being taxed pretty 
heavily because the other fellows are not doing their bit in some of the 
other areas. 

Mr. Horrman. That is right. 

Mrs. Botton. Do you think there should be a qualification, 
possibly, on any of the aid because countries might not be following 
through with agreements they have made? 

Mr. Horrstan. I think the more you try to write the directives in 
detail, the more you make difficult the task of the Administrator. 
I really think that you have in the original ECA Act, as passed by tho 
Eightieth Congress, one of the most intelligent pieces of legislation 
ever written. 

Mr. Cuirerrienp. Tell that to Mr. Truman. 

Mr. Horrman. That is my own feeling. 

I operated under that, and I am glad to testify, as I did on other 
occasions, that it was an entirely intelligent piece of legislation. We 
found in the broad clauses all that wo had to have. I really think 
that you only have to recognize that you cannot get these things 
done overnight. 

- Ido not mind saying this publicly because I think it is all to Mr. 
DeGasperi’s credit—I remember very well the first conversation I had 
with Mr. DeGasperi about taxes in Italy. I was very unhappy about 
what I had found in Italy in regard to taxes. He made this statement 
to me, and it made quite an impression on me. He said, “You know, 
if our tax laws wero applied at the present moment we would tako 
100 percent of income.” He said, “That has been true for a good 
many hundreds of years now.” He said, ‘We know in this now 
government we are nover going to have a solid democracy in Italy 
until we have tax morality. But do not forget that for 500 years a 
man in Itely has had to evade the tax law, and it is going to take 
somo time to bring about an appreciation of the fact that we must 
have tax morality.” 

He said also, “Now, I want you to judgo us by what we do each 
year. We know the goal, and we know what woe are driving for, and 
we are going to get there as fast as we can.” x 

- Mrs. Bovron. Mr. Richards is getting a little disturbed about the 
time, and I do not blame him for it. I just want to ask you again to 
state whose job it is to handle the political conditions under which 
aid will be given. You said it was the Ambassador's job? 

Mr. Horrman. I think on this whole political arena, if I can mako 
that distinction, that obviously it is tho State Department that should 
control. 

Mrs. Boron. I have asked this ::.arely to emphasize this point for 
tho record. . . 

Mr. Horrman. So that, in other words, when it comes to any prob- 
lem that develops in the administration of economic aid of a political 
nature, that problem should be taken to the Ambassador and it should 
be said, “Here is the problem and here is where we stand. Wo have 
got to have your consideration of this because we do not beliove these 

ollars can be effectively spent.unless this condition is corrected.” 
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Mrs. Botton. Thank you very much. 

Chairman Ricnarps. Suppose you go to the Ambassador to talk 
this over and ho says that for political reasons you should not give 
this economicaid. Then yousay, “Political reasons be hanged. This 
is a good business proposition and we are going to do that.” What 
is the Ambassador going to say about it? 

Mr. Horrasranx. The Administrator would not say that. 

Chairman Ricnarps. Wo hope he would not. 

Mr. Horraan. First of all, if there is any difference of opinion be- 
tween the Ambassador and the ECA mission chief, that difference is, 
under the terms of the legislation, referred back to the United States 
for consideration by the Secretary of State and by the ECA Adminis- 
trator. 

As a matter of fact, there were only two or three cases where we 
ever had to resolve that. 

Chairman Ricuanrps. Are there any other questions? Mr. Hoffman 
has to get away from here. You shouhl be away about a quarter to 1. 
Is that right? 

Mr. Horrsran. About 20 minutes to 1, Mr. Chairman. 

Chairman Richarps. We have 20 minutes yet, then. 

Mr. Judd. 

Mr. Jupp, I would like to say in support of what has just been said 
that on our recent trip abroad thero was only onc Ambassador who 
even hinted there had been any friction between them, where there 
were two voices speaking for the United States. As I recall it, ono 
said there had ueen some interference by the ECA, or at least some 
confusion as to the Ambassador's being the spokesman for the United 
States of America. 

Mr. Chairman, out of this discussion here this morning it is possible 
to draw a conclusion that I had not thought of before: That, maybe, 
in order to get a good nonpartisan policy, we ought always to have 
a Congress of the opposite political party from that of the President. 
If the President controls the majority in the Congress, he can push 
through whatever he sends to it, because his party has the votes. 

ECA was a caso where the program had to be made good enough 
to win the support of an opposition Congress, and in order to be good 
enough to convince the opposition Congress—which is also mado up 
of patriots who want to do what thoy think is good for the country— 
it had to be a lot better than either the Democrats or the Republicans 
alone could have made it. Therefore, we got a nonpartisan policy 
because the Congress was under the control of the opposition party. 

I had not thought of that before, but maybe there is something to 
it. Mfaybe both sides could do the samo in the domestic field also 
and get together better if that were the situation. 

Chairman Ricnarps. Is_ the penticman ae ceetne the general 
pnciple that the Congress be of a different political faith from the 
resident, gencrally speaking? 

Mr. Jupp. No. I am merely noting that the best things dono 
since the war in the field of foreign policy were tho ones that came 
out of a Democratic administration and a Republican Congress. 

Mr. Futron. Tho Eightieth Congress. 

Mr. Jupp. I am just making an observation that may bo of some 
value. Perhaps I can uso it in a political campaign sometimo, 
although I did not have that in mind. 
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Mr. Hays. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Hays. In the use of the word “nonpartisan” I hope my dear 
friend and fellow advocate of bipartisanship is not going to abandon 
our word “bDipartisan,”’ which is preferable, on the legislative side, 
to “nonpartisan.” You are not abandoning bipartisanship, are you? 

Mr, Jupp. No, indeed. The right word is “bipartisan” which 
means that both parties are necessary and must mako their respective 
contributions by working on a problem until they achieve something 
that both are convinced is right and both will support. 

Mr. Futton, Your statements about a Republican President, I 
take it, were not partisan? 

Mr. Jupp. I did not say anything about a Republican President. 
Mr. Hoffman, when you were here last year the main concern you 
had was the Payments Union plan. 

Mr. Horeman. That is right, sir. 

Mr. Jupp. What is your estimate of its success? 

Mr. Horrssan. I should be able to answer that question much 
more explicity than I can answer it. I think, of course, as it started 
to operate you had the new problems thrown at it coming about with 
the necessity for rearmament. But my impression is it has worked 
very well and has greatly facilitated the movement of goods through 
Europe. Thoy had a problem with Germany which they quickly 
corrected by insisting the German Government balance imports. 

far as I know, it has worked very well. 

Mr. Jupp. The biggcet problem in Europe now, it seemed to us, 
was how to get full mobilization of the production capacities of all the 
countries for tho whole program. May I give an illustration that 
poses the problem for the committee. 

Here is 8 country for which we are building mine sweepers. Right 
noxt to it is 8 country for which we are making and sending over small 
arms and ammunition. The country which is getting the mine 
sweepers from us can make the small arms and ammunition its 
neighbor needs. Tho country getting the arms and ammunition can 
make the mino sweepers. Yet they are not able to get together in 
a pooling of effort because thore is not an exchange mechanism to take 
care of tho finances of it. The country that needs the arms and 
ammunition does not want to put an order with its neighbor because 
then it would have to bey, for tho goods with its own money, whereas 
if they get it from the United States we pay for it with our money. 

That is a problem to which I do not see the answer. I wish you 
could help us on that—and we have to get an answer because otherwise 
we will have to continue holding them up. 

Mr. Horrman. I do not think there is any easy answer. I think 
you have to take a specific situation and see what can be dono to bring 
about a balanced trade between the countries that would give you 
what you want. You will not get it by just a Payments Union 
because that is just temporary in ‘effect. That merely operates well 
when you have approximate balance of trade among the countries. 
It will not operate for long if there is a continuing unbalance. 

he only way to correct a continuing unbalance is to get at the 
source and try to get trade in some reasonable balance on 8 multilateral 
-basis and not a bilateral basis. - 
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As I say, that is actually a job that Mr. Herod is supposed to be 
giving thought to now. T ktiow Mr. Spofford is, because I raised the 
question with both of them. 

Mr. Jupp. If you get any ideas on it, I wish you would share them 
with us, because they see the problem but not the solution. Thoy 
said they have been working on it for 5 months, but they have not got 
an answer to it yet, and they have to get an answer to it. j 

There is only one thing you have said this morning with which I 
would disagree. You said a dollar abroad for whatever purpose has the 
impact of a dollar; it is a dollar of aid. I do not believe that is always 
quite true. When we put in a dollar’s worth of military end items, 
say, jet airplanes, that require them to spend money to build up 
so-called infrastructure, barracks, airfields, and so forth. Then our 
military aid increases the drain upon their economic set-up instead of 
relieving that drain a little. 

Mr. Horraan. I think you are quite right, and I am glad you made 
that clear, becauso what I really mean to say is this: When a dollar 
goes into a country it has economic impact, and unless you have some 
single agency measuring or attempting to appraise all the impacts of 
those dollars, you cannot develop a program, or the most sensible 
program for that country. 

I am glad you cleared that up, because it was very loosely stated. 

Mr. Jupp. I appreciate the answer. 

Chairman Ricuarps. I believe Mr. Chiperficlt wants to ask a 
question. 

Mr. CHiperFieLp, Would you recommend a grant to aid the 
Schuman plan? 

Mr. Horrsan. I do not know. 

ae CuirPerFIELD. Would you recommend a loan, or do you not 

now 

Mr. Horraan. I just do not know. I have not followed that close 
enough to have any judgment. 

Mr. Cuiperriecp, Thank you. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Futtox. When we build up these countries, the question then 
comes as to what will be the system under which they operate in 
international trade. That, then, brings the question up, should we 
not have some system of general principles under the United Nations 
that all countries operate under to stop cartels internationally, prevent 
monopoly, trade restrictions, and import quotas, and all of the 
old junglo international warfare economically that we have had 
previously? 

Would you then recommend that the United States again try to 
make somo progress toward some sort of an international organization 
where the countries sit around a table and try to develop good prac- 
tices of private trade, and to cut down these restrictive practices? 

Mr. Horrman, Of course, my position was that the International 
Trade Organization that was proposed, even though there were many 
things in the charter I did not like, was at least an international 
organization, and I would rather sit down and battle theso things out 
around 8 table than not battle them at all. 

I think the day will certainly come when we ought to make another 
effort to get an International Trade Organization that would be 
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considering. In the meantime I think there are things that can 
e done. 

Mr, Futton. What would those things be, specifically? 

Mr. Horrman. Not necessarily under governmental! auspices at all. 
For examplo, there has not been any codification of international 
commercial law. That is a project that Mr. Ward of the National 
City Bank is very eager to get on with. He thinks it can be dono 
entirely through private sources, and will be quite a costly job. It 
is worth considering. 

I think also there is hope that moro can be done with international 
rivate organizations than has been done up to the present time. 
tis a field that is certainly worth exploring. 

Those are areas outside of government. 

Much to my surprise there are some 1,900 international organiza- 
tions in the field. Among those there are quite a number that are 
potent and important, and perhaps could become much more effec- 
tive if there were a coordination among the more important ones. 

Mr. Futton. How would you suggest getting that coordination? 
Could Government help encourage such a movement, or could we 
help maybe on the educational line by getting people thinking along 
the lines of the best methods of deatirg in international trade? 

Mr. Horrman. This happens to be another subject in which we 
are interested. I do not know that wo can do anything about it in 
the Ford Foundation, but a man named Ording has been very active 
in it, and a man named Von Zealand has been very active in develop- 
ing 6 clearinghouse for these international organizations. 

vow, what can be done, I do not know. There has been some 
exploration in the field, but in Europe particularly everybody has been 
so busy trying to get back on his feet that they have not had time to 
et back to these particular activities, but they are turning to it; and 
think in this fleld of private international organizations there lies 
a considerable potential that has not yet been realized. 

Mr. Futon. I do not intend for you to bring it up here at this 
time. If you could, let us hear how wo could integrate such efforts 
of the 1,900 organizations into some sort of program or at least a 
liaison. If you could do that, we would like to have it later. Thank 
you for your fine cooperation. - 

Mr. Horrsan. It might be possible at a later date to work out a 
liaison between Government and_ theso private organizations. I 
think, of course, liaison has to be done strictly in their private field. 

Chairman Ricuarps. Thank you, Mr. Hoffman, for your testimony. 
T am sure I express the opinion of the whole committee when I say we 

‘ have profited very much by your coming here. 

The committee stands adjourned until 2:30 this afternoon, when we 
will hear Mr. Rockefeller. 

(Whereupon, at 12:40 p. m,, the committee adjourned until 2:30 p. m. 
of the same day.) 

AFTERNOON SESSION 


(The committee reconvened at 2:42 p. m., the Hon. James P. 
Richards (chairman) presiding.) ; 

Chairman Ricans. Ladies and gentlemen, we will continue hear- 
on the so-called Mutual Security Program bill. 
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We are privileged to have with us this afternoon the distinguished 
American, Mr. Nelson Rockefeller. Mr. Rockefeller, do you have a 
prepared statement? ; 

Mr. Rockerriiter. No; I have not, Mr. Chairman. I have some 
notes. 

Chairman Riciarps. Will you proceed in your own way. 


STATEMENT OF HON. NELSON ROCKEFELLER 


Mr. Rockersiier. Mr. Chairman and members of the Foreign 
Affairs Committee, I appreciate very much the honor of coming before 
you, and also the opportunity because this bill which is up for dis- 
cussion and_ consideration contains important elements relating to 
international economic affairs, particularly relations with the so-called 
underdoveloped areas. This is the ficld I had the opportunity of 
working in for a good many years, particularly during the war. 

Chairman Ricnarps. May I say there that the Rockefeller Founda- 

_ tion itself is engaged in that ficld now, and you have experiments at. 
a good many places. Where aro those places? 

Mr. Rockereuuer. I would like to say I am not a trustee of the 
Rockefeller Foundation, nor have I any connection with the founda- 
tion. So, Iam not intimately familiar with their program. 

But they have been working abroad in the field of public health for 
the last 40 years, and now in the ficld of agriculture. Thoy developed 
experience that was very useful to us in the Coordinator's office during 
the war. . 

Chairman Riciaxps. I thought you were a member of that Board? 

Mr. RockereLtLer. No; Iam not, sir. I have a brother who is. 

Mr. Herter. Would not Mr. Rockefeller tell us a tittle about 
himself? Ho asa private individual, with his brothers, has carried on 
very important experiments. 

fi Chairman Ricnarps. Will you give us that background in that 
ielc 

Mr. Rockerevirr. Before the war I was associated with private 
companics that operated abroad and had worked in the Chase 
National Bank in some of their foreign branches. 

During the war I was Coordinator of Inter-American Affairs, which 
worked in Latin America in the field of economic and social coopera- 
tion and carried on the information program in that area for the 
United States Government. That was for 4 years. 

The offico was an independent agency, reporting to the President, 
but working closely with tho State Department, which naturally has 
a direct bearing on the problems before the committes now. 

Then I was a year in the State Department as Assistant Secretary 
for Latin-American Affairs, working with the operating agencies 
outside the State Department. 

Thus I had the opportunity of secing these relationships from the 
departmental point of view. 

Bince tho war, as Congressman Herter says, my brothers, and I 
have been doing some experimental work in private development of 
the production, procuring, and distribution facilitics of underdeveloped 
countrics both on a business basis, and also working through two 
philanthropic organizations wo sct up in some of the basic service 
arcas. 
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‘These provide agricultural and nutrition services in collaboration 
with two foreign Governments—Brazil and Venezucla. Last fall the 
President asked me if I would take the chairmanship of the Advisory 
Board on International Development, which was set up by the 
Conprets in connection with the Act for International Development. 
_ The President also asked if the Board would prepare a report on 
international development, which we did. There were 13 members 
of the Board and the report reflects the unanimous conclusion of all, 
after study with a very competent staff. It has been published under 
the title, “Partners in Progress.” It was made public by the Presi- 
dent, and later published by Simon and Schuster as a book. 

That briefly, is the background, Mr. Chairman. 

I would tike to speak first, if I may, on certain specific phases of 
the Mutual Security Program bill, primarily economic cooperation in 
tho underdeveloped areas, and the cconomic interdependence between 
Europe, the United States, and the underdeveloped areas. 

Then I would like to speak to the question of money—how much, 


and the question of organization—how to get the maximum efficiency - 


from the program which is before you. 
I think perhaps one of the questions which must be in the minds of 
everybody here--and I know it is in the minds of a great many people 
jn the country—is, Why should we be worried about the problems of 
7international development at a time when we are so concerned with 
our own national security. When we have to spend so much money 
on our own security problems, how can we afford to be concerned 
about international development? : 

It seems to me that the answer to these questions is really the 
crux of the problem before us. In order to find the answer, I think 
one has to examine tho question of what is the basis of our national 
security. Then find the relationship of our national security to 
international development. ; 

To do that, I have broken down the question of our national 
security into its two component parts: First, economic and social 
security—tho standard of living, the well-being of our own people— 
their opportunity for the future; and second, military security of our 
country--the defense of our freedom. 

should like to speak on the economic and social aspect first, 
stressing some facts which may throw some light on the problem 
before us. : 

As a nation we have 6 percent of the population of the world and 
7 percent of tho land area of the world. Just before tho last war 
we produced about 33% percent, a third of the world’s manufactured 
gcods, and we produced about 33% percent of the raw materials of 
the world. The two had been in balance. I have an interesting 
statistical chart showing that growth of production, industrial goods, 
and raw roaterials from 1899 to 1940. : 

It shows a comparable increase in production of both raw materials 
and manufacturing capacity from 1899 to1940. Then the next chart 
shows a very interesting fact which took place after the war, that is, 
that the growth of our manufacturing capacity moved ahead of our 
raw material production. So that today in 1951, we have 50 percent 
of the world’s total manufacturing apecity, while our raw material 
production has barely kept pace, and is still about a third of the 


world’s total production of raw materials. 
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Thus there is a gap between our manufacturing and our raw 
material production. Now we are dependent on foreign countries 
for those raw materials to supply more than one-third of the raw 
material requirements for our factories. 

Mr. Eaton. You consider that a permanent condition? 

Mr. Rockrrrturr. I consider it is going to get worse rather than 
better—that our dependency is going to become greater as time gocs 
on. We will be lucky if wo can hold the present rate of raw-material 
production in the United States. 

At tho same time the present plans of our Government call for an 
increase of more than 20 percent in our manufacturing capacity by 
1953. ‘Through this expansion wo will be able to produce all of the 
consumer goods, soft and hard goods, which we are consuming at a 
peak rato, and in addition, produce the guns, tanks, and planes which 
we and our allies need. 

That 20 percent planned increase amounts to more than Great 
Britain’s total current productive capacity for military and civilian 
goods—a capacity built up over her history as a nation. 

So, in 2 years we are increasing our production by an amount 
greater than England has been able to build up throughout the history 
of her development. ‘That gives you a little fect of the weight of our 
economy in the world scene today. 

Mr. Vorys. Will you say that over again? 

Mr. Rockereturr. This 20-percent increase in our manufacturin 
capacity, which is at the present time under way, will be complet 
by 1953, and that 20 percent is greater than Great Britain’s entire 
production capacity for military and civilian goods developed through- 
out her history. 

Mr. Vorys. Including her present production? 

Mr. Rockeretter. Yes. It was the subject of a very interesting 
speech made before the House of Commons by Mr. Bevan, the 
Minister of Labor, at the time he resigned. : 

Ho said that the United States was neregeing its production by 20 
percent and esked, Where are we going to get tho raw materials? If 
the United States cannot produce them herself, he asked, is she going 
in the world market to buy them? Ho pointed out that we have 
already bid up the price of raw materials, making it hard for Great 
Britain to compete on price. He asked whether we, the United 
States, were going to take Great Britain’s sources of raw matcrials 
and, if so, where would Great Britain be? 

Mr. Jupp. Has not General Marshall said that the total defense 
effort for our domestic military program and our foreign-aid program 
will amount to about 20 percent of our total production? 

Mr. Rockeretter. I would think that was fair. 

Mr. Jupp. So we are enereasing our production by roughly the 
amount that we are putting into the expanded defense effort? 

Mr. Rockereiver. Yes. It represents about $60,000,000,000 a 
year of production. 

I would like to show you the next chart, which shows the total 
world production of raw materials and manufactured goods. 

You will see that from that same period back in the late 1800’s 
through to the war panied, world manufacturing capacity and world 
raw materials stayed in step. 
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Tho next chart will show ven that after the war the samp split that 
we have seen in the United States is taking place on a world basis. 
Manufacturing ca actly, including our own, is moving ahead of 
world raw material production. 

The gap now is made up by stockpile use of raw materials nd 

scrap. 
That is a temporary thing which we cannot count on permanently. 
Therefore, we are faced with a very serious problem of getting enough 
raw materials to supply our expanding production in this country— 
production which is the basis of our economic strength. The question 
1s from where do we get the raw materials we import. The answer is 
that 73 percent of our needs for strategic and critical materials come 
from the underdeveloped areas. Thus we find that our domestic 
economic strength today depends to an important degree on the 
underdeveloped areas. 

There are a lot of people in this country who do not realize this. 
Take manganese, for instance, for which we are largely dependent on 
the xiniderdevelo ed areas. ‘There are 13 pounds of manganese in 
every ton of stecl. If we use all we can get in scrap in this country, 
we could produce half a pound of manganese per ton of stecl. Thus 
we sco that the basis of the great strength of our industrial economy, 
which is steel, is dependent on foreign sources. 

There is another important point also in our relations with the 
underdeveloped areas. 

If at some time in the next 5 or 10 years we have a peacetime 
economy, and our military production poe down, in my mind there 
is a very real question of what we will do with this additional 20 
percent plant capacity.  ~ 

We cannot just close the doors of those factories and let the labor 
go unemployed. We have to preserve that production in order to 
preserve the standard of living of this country, and preserve the 
security of our people. 

We may find ourselves sometimes in the not too distant future— 
I hope we will—with $60,000,000,000 of productive capacity built for 
armament which is no longer needed. ‘Then we may be looking for 
markets abroad because I do not think our economy can absorb that 
$60,000,000,000 of civilian goods overnight. oe 

Europe is not going to take $60,000,000,000 of manufactured goods 
from the United States. Europe is also increasing her productive 
opacity: Therefore, the one area of the free world we can took to is 
the underdeveloped areas of the world for markets. 

f they are increasing their production of raw materials their 
income will go up, their buying capacity will go up, and our trade with 


them will go up. 
I think we have to look to those ateas for our future markets on an 
even ter basis than in the past. I can give you a very concrete 


bit of evidence of the possibilities. I remember in 1939 our trade 
with Latin America was running at the rate of somewhat over $500,- 
000,000 a year. Now it is just under $3,009,000,000 a year. Ina 
short period of 10 or 11 years the 150,000,00 people of the Western 
Hemisphere have moved forward with.a dynamic thrust that gives 
an evidence of the possibilities in other patts of the underdeveloped 
areas of the world. 
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Our dependence on them is very real. But this dependence for 
raw materials and markets on other countries and other people is 
not something that we can take for granted. We cannot take for 
granted that we will be ablo to obtain raw materials we need from 
other countries, nor that they will buy our manufactured goods. It 
will depend on mutual cooperation. 

Today, cooperation with other peoples in other countries depends 
on the will of the governments and on the will of the people. I think 
Tran is a good illustration of the serious condition that one of the 
industrial powers can find themselves in, in this caso Great Britain, 
when overnight there is a threat to her major source of oil being cut off. 
ues significance of our dependency is highlighted by the situation 
there. 

So much for our economic dependency as a Nation on the under- 
developed areas of the world. Let us take a look for a minute at the 
military pepect of our national security. 

I remember in 1944 General Embick, whom probably many of you 
knew, who was Chief of War Plans and Chairman of tle Inter-Ameri- 
can Defense Board, made a talk to the members of. the Board. 

He predicted that after the war there would only be two areas of the 
world that could make war, one the Soviet Union and the other the 
Western Hemisphere. 

He said that in the future, war could only be waged with raw 
materials, industrial capacity, manpower and land mass, and those 
two areas were the only ones that would have thosethings. He said 
that the balance of power between these two areas would be China. 


China is at the present time lost to the free world. Therefore, we, 


find ourselves not only dependent on the raw materials and man- 
power and land mass of the Western Hemisphere, but without China 
the other Asian countries have become doubly important from a 
strategic point of view. 

So we find ourselves dependent on these arcas for our military 
production and military strength and security; We find ourselves 
dependent on these areas for material goods, but also for political 
support. With the Security Council not functioning effectively as a 
security agent for the world, because of the use of the veto, the 
Gencral Assembly has become the only body which can take effective 
action, and the majority of the votes in the General Assembly is in 
the hands of the underdeveloped areas. 

Therefore, we find from a military, economic, and political point 
of view that these areas are increasingly important to us as a nation, 
in terms of our own security, or our capacity to preserve our security. 

We face the blunt fact that the United States today no longer 
finds the base of its own security within its own borders. That is a 
pretty startling fact in view of our history of complete, as wo thought, 
independence. 

With this dependence on other peoples and other governments for 
the preservation of our national security, the question arises, How 
can we get their cooperation? What is the basis for getting their 

peration to preserve our own security? 

I think the answer is really quite a simple one. This cooperation 
must reflect their own military security, from the point of view o 
freedom, and also their economic security from the point of view 
of human well-being, as much as it affects yours and mine. 
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If they feel there is genuine mutuality of interest in cooperation, 
and they are able to find in it the things which they need for their 
security they will be anxious to help us in the things we need for ours. 

Briefly, I would like to examine some of the basic problems which 
these areas face in order to determine the nature and form of our 
cooperation needed to help them meet their security. 

Let us look at Europe’s problems briefly. I hesitate to speak on 
that subject following Mr. Paul Hoffman who was here this morn- 
ing. But, as I see the picture, Europe is faced with the threat of 
lowered standards of living if she curtails civilian productive capacity 
to produce armaments. That is a situation that could have serious 
reprocusiions as you know better than I. 

f they reduce their exports to provide manufacturing capacity 
for armaments, they cut off the essential supplies to the underde- 
veloped areas. About 44 percent of the supplies of the underdeveloped 
areas are for machinery and equipment, spare parts, all of the t! ings 
which the industrial world makes and tho underdeveloped world 
needs. They are the items which make for the economic strength 
and the social stability of those countries and they have not the 
capacity to produce them themselves. 

there would be a very serious problem if Europe cuts off her 
exports of those items. We cannot provide these supplies because 
our economy is already strained. Thus, there is a real danger that 
there could be economic and social chaos in many of the countries 
of the underdeveloped world if they lost their European sources of 
essential supplies. 

coring at it from another point of view, if Europe cut off her 
exports where would she get her foreign exchange? Foreign exchange 
which she needs to pay for the raw materials and foodstuffs she must 
import to exist. Europe finds herself right up against it, and her 
only answer is an expanding world economy with more raw materials 
coming in and more exports going out, while at the same time she 
expands her plant capacity and procuetion of military goods. 

t us now look at the underdeveloped areas. You all know the 
general conditions there. There are 1,057,000,000 people in the 
underdeveloped areas of the free world, in Africa, the Near East, Asia, 
southeast Asia, and the Latin-American countries. = ; 

Their standard of li is reflected in their total national income, 
which is $80,000,000,000 for the 1,057,000,000 people, or about $80 per 
person per year. That ranges from around $30 in southeast Asia 
up to $150, Latin America as compared to Europe’s $450 and the 

nited States $1,475 per Person: 

You know the deplorable health conditions. You know the degree 
of illiteracy. It averages approximately 70 percent. People who are 
on the verge of starvation, who are riddled with sickness and handi- 
caped by ignorance, are not people who can produce and are not people 
who can participate effectively in the development of democratic 
institutions within their own countries. — ; 

Thus the very things we look to them for, both from an economic 
point of view and a political point of view, are almost an impossibility 
under present conditions. ; : 

Therefore, any mutually advantageous cooperation with those 
people, will only reflect their scent needs if it gives them some 
chance to better their own living conditions. 
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Not long ago I was at the home of Sir Benegal Rau, the Indian 
delegate to the United Nations. His sister-in-law who is very inter- 
ested in rural problems showed some movies. 

One scene showed two Indians sitting on the bare ground. One of 
them was pulling 8 rope, revolving a wheel which turned the lathe 
and the other was working with a chisel on a copper bowl fastened 
to the lathe. They represented the rural copper industry. 

Sir Benegal Rau’s sister-in-law said at the end of the movie that 
India had lost her copper exports to the United States. I asked how 
that happened. 

She said that the two men that I had seen in the movio used to earn 
2 cents an hour, but now duce to social improvements in the country 
they were getting between 40 and 60 cents per day, and their product 
had been priced out of the United States market. Gentlemen that 
story gives you a perfect illustration of the problem with which tho 
worker without machinery is faced in trying to produce and sell when 
he’s up against the skilled worker with machinery. 

In another country we were making an economic survey of this 
particular problem. They were particularly concerned as to how to 
increase their dollar exchange in order to purchase more machinery 
and equipment needed in the development of their country. The 
question was what items they could export for the creation of more 

ojlar exchange. 
/Rice and wheat seemed to be the two most promising. In that 
country it took 20 men to produce what one farmer in the United 
States could produce. But these 20 men earning 21 cents a day, as 
compared to, say, $4.80 or higher for the American farmer, produced 
wheat that cost twice as much in the world market as the American 
farmer's wheat. 

There was a real problem of how they could achieve an export posi- 
tion in wheat. The only solution they could see was to cut the wages 
from 21 cents to 10% cents, which, of course, was out of the question. 

I cite these two examples because I think we have reached the point 
where high-priced American labor no longer needs to fear the compe- 
tition of cheap labor. Rather cheap labor has industrial labor to fear. 
The worker with $10,000 or $12,000 worth of machinery and power at 
his disposal can produce much more than labor with low wages and 
low standard of living. 

As the disparity between the standard of living of our economy 
and those of other parts of the world increases, their chances of de- 
veloping their own countries and increasing their production are 
becoming less and less. 

Some people have advanced an interesting analysis, however, which 
I am not in a position to confirm. But it has been pointed out that 
Lenin’s original theory was to win over labor in the industrial areas 
of the world in order to bring about world conquest. But in view of 
the fact that this tactic has not been as successful as it was hoped, 
the strategy now may be to cut off the source of raw materials for the 
industrial world from the underdeveloped areas. In this way it 
would be possible to cripple the economic strngth of the industrial 
world and make it vulnerable to aggression from without or submis- 
sive from within. 

However we reach this position: If this mutually beneficial cooper- 
ation is basic to our obtaining the things we need for our own security, 
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the question is now, How do we bring it about? What base can we 
work on? 

We have to work together, permanently, as nations and peoples, 
not just in the emergency. I frankly have been somewhat concerned 
with tho undue emphasis upon emergency in this present bill. 

I think we have to be frank with the people of our own country, 
that our relations with these other countrics is not just a matter of 
the emergency, that it is a permanent thing. 

We are dependent on them; they are dependent on us; neither can 
solve his problems alone. Wo have to work out mechonisms and 
relationships which will permit. us to work together over a continuing 
period, and give a seuse of stability and confidence to all. 

That is why our Board recommended the ceutralization of all eco- 
nonic activities in a new agency which would bring them together 
where economic policy could be formulated within the framework of 
the State Department's over-all policy, and where operations could be 
effectively and efficiently carried out. 

We felt to put the operation temporarily in ECA indicated an 
emergency duration, that it would perhaps be misleading. The fact 
is that we can no longer set up emergency agencies and hope within 
2 or 3 on the problem will be gone and we can return to our old 
days of withdrawing within ourselves. 

Theat is why we suggest a permanent new agency. It is not just a 
propient of povcunmient alone. It is not just a problem of giving a 

ew dollars for technical assistance. The flow of capital and manage- 
ment must be encouraged and stimulated. This is not a problem of 
government alone, but of all public and private groups and organiza- 
tions. 

Business and production in this country is largely private, whether 
penieeented by the single, man on his farm or the big corporation. 
All those productive forces must be integrated into the world scene 
if wo'are to do a job on a long-term basis if production is to be in- 

reased., 

No palliatives or program of long-term charity is going to solve 
the problem. We have given up trying to solve our roller ona 
charity basis or a dole at home. Tho thing is to help people to help 
themselves to become productive free citizens so that they can carry 
their own weight and be self-respecting citizens in a strong free world. 
Wo must strike at the roots of the problem. ‘ 

I now come to the question of organization, the question of money 
and methods. In this bill I think the problem is well and clearly 
presented. I think the objectives are clear and sound as far as the 
omergency is concerned, but perhaps limited as to the long term. I 
believe too much attention is given to the short term and not enough 
to how this thing is going to move out on to a long-term basis. 

As far as the organization problem is concerned, our Board came 
to the unanimous conclusion there must be a single independent 
agency which can deal with these economic problems, that it must 
report directly to the President and take its policy guidance from the 
Secretary of State, we found that today 23 United States agencies 
and 32 international agencies are working in this field. Certainly 
this is not conducive to clear policy formulation or effective coordina- 
tion of action. 

Under these circumstances: the money that is spent cannot bring 
corresponding results. 
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As far as methods are concerned, I think the ECA, not only in 
Europe but also in the underdeveloped areas in which it is working, 
has done a magniticant job. However, I belicve there has been too 
little emphasis on private enterprise and the part that private enter- 
prise can play. Nor has there been sufficient stimulation to encourage 
a larger participation: , 

| think there is too much attention paid to so-called tcehnical assist- 
ance and too little attention paid to the problem of financing. I think 
the flow of capital is of major importance, whether it is loan money or 
investment money. 

L would like to discuss that later, if you would care to have me. 

There is too much retiance on technical assistance as a short cut to 
success. This country did not grow on technical assistance alone; it 
grew on the flow of capital from European savings, and United States 
management which had the abitity to use the capital and technicians. 

To have one without the other is like trying to sit on a three-legged 
stool which has only one leg. 

I think there is too much emphasis on aid and the giving of mone 
without enough emphasis on the active cooperation in an integrated, 
effective, mutual effort by the individual nations, both through frov- 
ernmental and private channels, as well as through the United Nations. 

Now as far as the amount of money for nid is concerned, 1 have no 
basis for judgment. However, there is no question about the impor- 
tance of the armament program in this present world scone. There 
must be the strength to resist aggression, whether from within or with- 
out in these countries. 

As far as the European cconomic program is concerned, there again 
I think its importance is well documented, and [am in complete accord 
with the objectives. Again, however, as far as the amount of money 
necessary for these programs goes, I have not the background for a 
judgment. 

When it comes to the underdeveloped areas, I can say without hesi- 
tation that I think the figure of 512 million dollars which is recom- 
mended is sound providing it is well handled from an administrative 
point of view. ‘The money is largely for expenditures of an emergency 
character and for technical assistance for economic development. 

The Gordon Gray report laid the foundation for the present effec- 
tive approach. I think that he in his report made a major contribu. 
tion. It was extremely well presented. 

Our Board, on which was represented labor and agriculture, busi- 
ness, voluntary agencics, and academic groups, studied the whole 
problem, and we came to unanimous conclusions on all major points. 
As far as the size of Government expenditures, we took the figures 
which the Gray 1-port had given of 500 million and adopted that. 

To be perfectly frank, the problems are so tremendous that it is 
very hard to say what should Ne spent. 

It is a question of getting started on the basis of a joint effort and 
of creating a sense of direction, of common purpose with the peoples 
of other areas, a sense of common objectives which will give them 
hope and faith in the future. How the money is spent may be more 
important than the amount of moncy. 

he most important thing, I think is to get an effective organiza- 
tion which can deal with these economic and social problems, see them 
in their over-all interrelations, see them in relation to tho political, 
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military, and psychological factors, integrate them, and then gradually 
develop programs which will bo effective. 

They must have money for emergency purposes in many parts of the 
world. So far as the development programs are concerned, we have 
had experience in some parts of the world, like Lat'n America, where 
we know money has been spent effectively and sensibly. It has been 
proven. 

I would say that the funds called for here for the underdeveloped 
areas are not out of line, that experience will tell us as wo go along 
what we can do and do intelligently. In my opinion, these moncys 
should be appropriated, and a single independent organization be set 
up to use them effectively. This latter is of paramount importance, 
that can intelligently deal with them. 

Perhaps, Mr. Chairman, you would like to have me stop at. this 
point for questions, or I can go into more detail on the recommenda- 
tion of the organization itself. , 

Chairman Ricwarps. I know that all the members of the conimittee 
are extremely interested in this point. If you could cut it as short as 
you can. I think we want to get your fundamental ideas on that 
matter, 

Mr. Rockereuzuer. I will then give you briefly the opinions of the 
members of the Advisory Board for International Development set 
forth in our report “Partners In Progress,” with which I concur 100 


nt. 

Tho first was tho easentiality of a single agency. There are new 
problems to deal with and, therefore, the orientation should not be 
simply what it has been in the past. There must be a looking for- 
ward to a permanent relationship with the other free countries on a 
sound basis. Tho administration should be outside the State De- 
partment but subject to State Department. policy, given on behali 
of the President. It should have responsibility for economic policy 
formulation in the field of international economic cooperation and 
development. 

These are the factors which I think are important: First is the 
integration of the economic problems between tho different arcas of 
the world. We have dealt in the past too much with Europe as one 
separate area. Latin America as another one, Asia as another when, 
as a matter of fact, they are all interdependent. . 

Raw materials from China and Korea which Japan has lost, leave 
Japan today completely dependent on the Western Powers for raw 
materials, What Japan will do in the way of trade and economic 
development in her relation with southeast Asia is going to influence 
what we and European countries will have to do. 

These economic factors are all interrelated, and they must be seen 
from an over-all point of view as far as peography is concerned. 

nd, it is important that the problems of the individual regions 
be given consistent attention and that they not bo neglected as has 
been too often the case in the past because of crisis in other areas. 
In order to equalize treatment we recommended that tho work bo 
carried out on & regional basis in which divisions will have direct 
responsibility for certain areas and stay with those arcas despite tho 
crises in other parts of the world. 7 

I think that would give us greater continuity in our dealings with 
such areas as Latin America and Africa. 
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Next, it seemed to our Board very important there be real coordi- 
nation between tho economic/and the polical, military, and psycho- 
logical phases of our foreign policy. We felt that the economic work 
could more effectively support those and that they in turn could 
support the economic. We can have far more effective foreign rela- 
tions if they are coordinated and support each other. If this is to 


be achieved the foreign economic operations must be centralized and 


not spread around in 23 different departments and agencies as at - 


present. 

Another important factor we felt was the integration and coordina- 
tion among the following ficlds of forcign economic activity because 
they are all interrelated: The production of raw materials andjfood, 
allocation of essential supplies and scarce materials, development. of 

roductive and manufacturing facilities, building of public works 
ong- and short-term financing, and basic services such as health an 
sanitation. 

For instance, you could not get rubber out of the Amazon during 
the last war because of disease, sickness, and lack of 

Until you could lick those you could not get the rubber. You find 
thero is an interrelationship between all of these factors, particularly 
in the underdeveloped areas of the world. They cannot be separated 
from tho industrial world because without the flow of machinery and 
equipment and without markets for their raw materials you cannot 
get the development. There needs to be a central agency to deal 
with all these complicated relationships and integrate them. An 
overseas economic agency that can give effective leadership. 

Another point we felt of extreme importance was tho participation 
of private enterprise, The proposed agency could give real leader- 
ship in encouraging and facilitating its participation. We recommend 
that a deputy or an assistant director of the independent agency be 
appointed to work with private enterprise. 

nited States trade with the underdeveloped areas has been running 
at the rate of about $10 billion a year, and is pushing up to $12 billion. 
That is (two-way trade. In contrast. fet’s look at the point 4 pi m. 
Last year $35 million was appropriated for it. Thirty-five million, if 
intelligently spent, can be very useful. But when you put $35 million 
against a background of 12 billion of trade, the preservation of that 
$12 billion in trade is more important than tho assistance, important 
as that is. Thus it is essential that the overseas economic agency 
encourage private trade and have authority to deal with the problems 
of export controls, essential requirements and procurement and 
development of strategic and critical materials. 

Most important is the question of the flow of private capital. 
Private capital has been going out at the rate of about $700 million a 
year to underdeveloped areas since the war. That is a very small 

ercentage of our national income. If private capital were flowing 


rom this country at the rato of only 1 percent of our national income, - 


it would amount to around $2.5 billion. That amoust intelligently 
invested in productive facilities could revolutionize the ceonomic base 
of those countries. 

I have mentioned the per productivity of the American worker 
based on the $12,000 worth of equipment and machinery that he has 
at his disposal in this country. Without machinery and equipment 
mere technology alone means little to the worker in under oveloped 
areas. 
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But the savings of the people in the underdeveloped areas average 
only $5 a year. At $5 a year per worker it would take them 2,000 
years to save enough money to buy the $10,000 to $12,000 worth of 
machinery necessary to put them in the same position from the point 
of view of productivity as the American worker. 

Thus it is clear to sce that the encouragement of the flow of capital 
from the industrial areas to the underdeveloped areas is one of the 
ag he problems with which we are faced today, whether it is money 
on loan or direct investment combined with local capital. 

This central agency must take active Icadership in solving this 
problem. 

We recommended a special assistant, deputy or director for coop- 
eration with the international and regional economic bodies. 

As it studies and sees these problems, the new agency should be in 
@ position to recommend legislation and international agreements 
which will facilitate their solution. 

We recommended specifically legislation to encourage the outflow 
of private capital, including tax incentives. 

Wo also recommended the use of joint commissions with other 
countrics to develop national and regional development programs. 
There was 8 joint commission during the war, with Mexico, on which 
I had the privilege of serving as the United States representative. 

Tho results of its work are interesting. Under its direction the 
engineering, the feaanieing and the management was worked out for 

722 power, irrigation, and industrial projects in Mexico. Contracts 
were let for the purchase of necessary machinery and equipment in 
the United States. Tho minute the war was over those contracts 
went into effect. 

Those industries are now a vigorous and effective part of Mexico's 
economy. Because of that joint planning instead of dissipating the 
foreign exchange which she had built up through the sale of raw 
materials, Mexico was able to build for the future, and not, as a friend 
of mine said about another country, “In the immediate postwar, 
spending all of their wartime dollars for voyos and plastic suspenders.” 

Such joint commissions can be very effective. e recently set up 
United States-Brazilian Commission suffered a great loss the other 
day when its director, Frank Truslow, died aboard ship on his way 
to Rio. He was admired and respected in Brazil‘and had, at per- 
regi ae oOee; left his job as head of the Curb Exchange to go down 
to Brazil. 

In such a cooperative approach we can work along with them and 
help them to work out their programs and tho financing of their 
development to the mutual interest of all. 

This can include the development of over-all and specific economic 
plans, the coordination of operations, and the ecoramic support of 
the military. I mention tho military here because inany of thicse 
countries are being given military equipment but the impact of the 
added financial burden on their national resources is not always 
figured out in advance. 

Without some pretty careful planning thoy may run into serious 
economic and-social problems:as a result. 

As I said before, I feel very sincerely that not only for tho under- 
developed areas but also for Europe and Japan such cooperation, 
leading to an expanding world economy, in which all of us benefit, 
can do more than any of us realize. 
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Tt can revive the senso of hope and faith where it has lagged, and 
can create it where it never existed. I think for our own people it 
will give a sense of purpose the lack of which I think is felt particularly 
by the young people of this country. 

I do not think we can overlook the importance of the impact of 
such @ program on the peoples behind the iron curtain. If they see 
the free people really moving forward together toward a common 
foal they will tear the iron curtain to pieces as they come out from 

chind it to join the free world. 

On tho other hand if we do not take the leadership in providing s 
basis for free peoples to work together in this common interest, there 
are others in the world who are ready to do so. 

In closing may I say, Mr. Chairman, I think that the organization 
for international development when created, has to give primary 
consideration to this question of the out-flow of capital. 

If we do not sco that there is an out-flow of capital for productive 
use, the problems which will result from tho lack of necessary produc- 
tion will have to be dealt with later on an emergency basis through a 
huge give-away program. This will cost us a great deal more in tax- 

vers’ money than if we had helped the people get on their own 
eet so that they could deal with their own cconomie and social 
problems. 

The Advisory Board made a serics of recommendations to stimulate 
the out-flow of capital including tax incentives, the underwriting by 
the Export-Import Bank of the availability of exchange on foreign 
bonds sold in this country, and an International Finance Corporation, 
all of which T will touch on later, if called upon. 

I do appreciate the opportunity to present my views. 

Chairman Ricuarps. Thank you, Mr. Rockefeller. You have 
really given us something to think about here this afternoon. 

I am going to start at tho lower end of the table. Mrs. Kelly. 

Mr. Herter. In about 7 minutes they are going to vote. 

Chairman Ricuarps. We will take a 15-minute recess. 

(Whereupon, a 15-minute recess was taken.) 

Chairman Ricwarps. The committee will come to order, please. 

We will proceed with questioning of Mr. Rockefeller under tho 
5-minuto rule. I am going to start down at the other end of the table. 

Mr. Hays, havo you any questions you would like to ask? 

Mr. Hays. I do, Mr. Chairman. 

Mr. Rockefeller, I would like to say first that I do not know when 
I have been as greatly impressed by a presentation. We are all deeply 
grateful to you, sir, for a very excellent story of what has taken place. 

Now, I believe that you rest your case primarily upon the need for 
stabilizing world conditions. Is that a fair generalization? That is, 
rather than any primary economic returns for us. If we were to put 
them in order, you would say primarily the stabilizing of world 
conditions and, secondarily, serving our national economic interests. 

In other words, tho two converge in support of America’s interests. 
It is not a matter of other nations against our own. 

Mr. Rockrre ter. That is right. 

Mr. Hays. As 4 matter of fact, then, the need for such a program 
would still exist if wo were to find ways of producing raw materials 
from low-grade supplies which wo have. I am thinking of such items 
as manganese and bauxite, which at one timo wero probably in abun- 
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dant supply here and were mined economically here, and are now in 
short supply and mined expensively. In other words, the supply or 
the source of some items has moved to foreign countries. 

If we were to develop cheaper ways of restoring or supplying those 
commodities at home, there would still be the need for this program? 
Tam not discounting the tremendous force of your argument on raw 
materials, but I was just trying to think in terms of the priority of 
these arguments. . 

Now you referred to the experience in Mexico, and there I believe 
you said the health program was given considerablo emphasis, or 
id you 

Mr. Rockereutsn, I did not mention thatin-Mexico. I mentioned 
the Amazon Valloy, sir. 

Mr. Hays. Yes. It was in South America. Is Mr. Hudgens 
with a private organization? 

Mr. Rocxeretuer. Yes. He is director of one of the nonprofit or 
philanthropic organizations we set up. 

Chairman Ricwarps. And he is a good man. 

Mr. Rockeretier. Hear, hear. 

Chairman Ricwarps. I know that. - 

Afr Hays. He is from South Carvlina. The record should show 
that. 

Chairman Rictarps. He was my old captain in the First World 
Wer, and I have known him ever since. Ho is a wonderful man and 

tability. Ican vouch for that. Although, he has had a fow 
knocks around this Congress himself when he was down here. 

Mr. Hays. As a matter of fact, the experience Mr. Hudgens had 
with the Farm Security Administration—which was an American 
form of Point 4—— 

Mr. Rockeretuer. Exactly. ; 

Mr. Hays. That is, for our own underdeveloped areas—gave him 
fine equipment for this service. 

Mr. Rocksreter. Exactly. . ; 

Mr. Hays. That is one of the reasons why I mentioned it, Mr. 
Chairman. oo 

Mr. Rocxereucier. I appreciate it. 

. Mr. Hays. When I was in Mexico pear and a half ago I went out 
to meet Mr. Harrar at the Rockefeller Foundation Headquarters. 
He told me of that splendid nongovernmental p m. That sort 
of thing, on not too grand a ecale, but on a large scalo, is what we are 
projecting in this prograra? , 

or example, I think he gave me these figures. For tho first time 
in 35 years, as a result of this program, Mexico was able to mect 
domestic needs. The country imported no corn in 1949. 

Mr. Rocxeretier. That isright. | - 

Mr. Hays. That has tremendous significance in terms of nutrition 
for the population and, in tura, tremendous productivencss for tho 


le. \ 
PONow concerning the point you mado about the world needing some 
form of structural relationship, Mr. Rockefeller, I would like to take 
that up. It fits in with what. Mr. Hoffman said this morning about 
our place of leadership in tho world. The world is going to be organ- 
ized, and if wo fail in leadership qualities, as I anderstand it, your 
point is that others uot s0 democratically minded and not so devoted 
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to the things in our civilization that we cherish, will organize neglected 
areas, 

Mr. Rocknretisr. That is right. 

Mr. Hays. There will have to be a structural relationship. So 
that you feel we are serving in this program the twofold ends of great 
cultural and spiritual goals and an economic program that serves our 
own ends and our own economic system, and is justified by that. 

We are greatly in your debt, sir, for developing those two points. 

Mr. Rocxsret.er. I appreciate that, sir. 

Congressman Hays, might 1 make one comment on that? 

Mr. Hays. Yes. 

Mr. Rocxrrettrr. Where you mentioned at the beginning the 
stabilizing of world conditions [ would like to add to that the creation 
of a dynamic forward motion. It seems to mo that is a very impor- 
tant part of it. Our own economic life and our own political life have 
evolved in an expanding cconomy. We were very fortunate in bein 
able to expand domestically. We reached now fronticrs with increas 
markets and increased production. An expanding economy fosters 
free institutions, and a contracting economy is very hard on free insti- 
tutions, as wo can sce today from the problems Great Britain is facing 
domestically. 

So I think one of the important things is the development of an 
expanding world cconomy within which all nations can move forward. 
No longer can wo expand within our own borders alone. We have to 
participate in an expanding World economy to get tho benefits we 
enjoyed in the past from an expanding domestic econonty. 

Mr. Hays. Thank you. 

Chairman Ricnarps. Mr. Reece. 

Mr. Rerce. Mr. Chairman, I do not know whether I have a 
question. I have an observation that might lead up to one, though. 

Am I right in the thought that over the years Ainerican initiative 
has taken the leadership, maybe not on a world-wido organized basis, 
in the development of tho other countrics, which has been done largely 
through private initiative and private enterprise, and which resulted 
in our nationals having tremendous investments in almost every coun- 
try, and which had a tremendous importance in furnishing technical 
assistance and encouragement to the development of that industry, 
and in providing wider opportunities not only for the countries them- 
selves, but for tho individuals? 

ow, as a result of, or, rather, following the turbulent conditions 
arising out of World War II, that has becomo very much stabilized. 
The risks havo become great. There has not been as much of that 
going on. Tho Government has stepped in and it has furnished in 
one form of assistance or another some $30,000,000,000 for foreign aid 
or forcign assistance. 

Without discussing tho merits of that aid, it has to a very consider- 
ablo extent gone for services and consumer goods. Possibly to a cer- 
tain extent of necessity. But, after tho expenditure of these really 
tremendous sums—because, after all, when you begin to get into the 
the business it is a lot of money and it docs not make any difference 
what nation is furnishing it—but ono thing that disturbs mo some- 
what after all this has been dono is the thought as to whether we havo 
eet up asa result of our expenditures and our efforts not so much ongan- 
izations in the different countrics, but whether wo have set in motion 
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economic forces that constitute a permanent effort which improves 
tho standard of living of those various peoples; or, whether we spent 
this money to its best advantage except for the temporary assistance 
that is given? 

I havo been somewhat disappointed, and that gets back to tho 
statement that you embodied in your gencral discussion, as to whether 
we, in connection with this Government effort, had brought in suffi- 
cient cooperation from privato industry and used our efforts and our 

idance and our expenditures to help and encourage setting up of 
industrial and manufacturing activity in this country which provides 
increased opportunity for the people and has a tendency to increase 
their standard of living. I do not know to what extent the question 
was raised in connection with Mr. Hoffman’s testimony this morning 
by Mr. Hays about the fact that the standard of living of the individ- 
ual has been very greatly improved. 

I ue wondered to what extent we had furthered the systems that 
tend to improve tho standard of living of the individual and provide 
opportunities to him. That. is more or less of a general observation, 
but it is one thing about ail of this that gives me somo cause for contcern 
in my own mind with regard to justifying the expenditures. 

I Mr. Hee Teen: T sce the point you make there, and frankly 
o with it. 
might put it this way: On the private investiment side historically 
American capital has gone abroad for two purposes: One, to get 
raw materials wo needed; the other was to sell manufactured goods 
wo had in surplus. Thoso are the two motivating forces, to over- 
simplify it a little. 

As markets abroad were established, tariffs were raised, United 
States manufacturers started first assembling abroad, and finally 
manufacturing. Opportunities for capital were so great at home that 
United States capital only went abroad for these specific purposes. 

However, in contrast, European capital went abroad to find an 
outlet because opportunitics abroad more often than not offered 
greater returns. It went into a much broader range of investment 
that benefited the internal economics of other nations. Our capital 
has done a great deal to help develop the economics of other countries, 
However, that has been largely incidental to its primary purpose of 
getting raw materials or selling United States 3, 

I think private capital in this country must be encouraged to go 
abroad to coopcrate directly in the development of economics of other 
countries. 

Now, as far as Government aid is concemed, I think the history of its 
origin and development explains part of your concern. It really was 
initiated during the war. We started cut with emergency relicf— 
UNRRA—right after the war. This was followed by a serics of loans. 
However, as communism spread in Europo, it became clear that relicf 
alone could not do the job. Thus the Marshall Plan was initiated 
and the ECA established. Theo basic objective here was rehabilitation 
to build back production and standards of living. Only in the fast 
year or so has the concept of development as such entered tho picture 
as far as the Government is concerned. 

I would like to make ono other point, and that is this: There are 
threo major areds of international economic relations. I think to 
bring those out clearly helps one to understand the problem. 
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First is production and distribution of goods, whether by a small 
farmer or a big manufacturer. That is a private enterprise function 
in the free world. That is not an area in which government can bo 
directly active. 

Second is the arca of basic services, such as public health, sanitation, 
agricultural extension education, and so forth. Those are largely 
Government services, and that drea is largely a Government area, 
although private philanthropic organizations have pioncered’ inter- 
national cooperation in this field. 

Then there is a third area, which is public works—roads, highways, 
railroads, ports, power, irrigation. ‘rhat is an area where privato 
enterprise and Government have been both active. 

If, when we are talking of international development, wo keep a 
sharper focus on which of those areas we are talking about, then it 
becomes a lot casicr to determine whose function it is. 

Really, this whole field is not a ticld that Government alone or 
private enterprise alone can do. It really calls for cooperation 

etween the two. 

There is a place for both. Particularly there is need for the en- 
courngement of private capital. There is also the need for the develop- 
ment of new financial vehicles. 

Chairman Rrenanps. The gentleman’s time has expired. 

Mrs. Kelly. 

Mrs. Kruiy. Thank you, Mr. Chairman. I do want to express my 
appreciation to Mr. Rockefeller for being here today, and I do want 
to say 1 read his report when it first came out with a great deal of 
interest, 

1 wonder, Mr. Rockefeller, to what degree, if any, the United 
States could restore some of our own raw material deposits in this 
country, for instance, copper? I know [have been present at hearings 
whicre there was a great deal of discussion on the part of some of our 
mining interests that some of our copper mines were filled with water. 

Do you believe an expenditure at that end should be appropriated 
by oe or do you think that those mines have given all they 
coule 

Mr. Rocxersiirr. Well, IT am not really in a position to speak 
authoritatively on that question, but if I understand the subject that 
you aro raising, we have certain marginal properties in this country 
which are higher cost. operations than those abroad. 

The question is, from a national economic and security point of 
view, is 1t worth giving a subsidy or paying a higher price for domestic 
production than for production from foreign operations? That is a 
question on which I frankly am not in a position to speak. I think 
it is a question of national policy. 

Mrs. Ketty. Duo to the fact that a large number of our imports 
consist of strategic materials, do you believe that sufficient funds 
have been carmarked in this bill to help the productivity of our 
undeveloped arcas.? 

Mr. Rockeretten. Not as far as raw materials are concerned. I 
do not think there is very much in this bill which really directly relates 
to the increasing of production of raw materials. ‘There aro other 
agencies dealing with that, but personally I feel, and I know the Inter- 
national Development Advisory Board felt, that they should be very 
intimately interrelated. If you are to increase the production of raw 
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materials in a country, you must have transportation and housing, 
public health and sanitation work, and tho other services that are 
needed in connection with economic development. One of tho very 
fortunate things in connection with this whole question of economic 
development of the underdeveloped areas is that we do need their 
raw materials. Then there is a mutuality of interest that gives the 
base for an intelligent and effective program of cooperation. 

Mrs. Ke ty. I: stayed away from the word “assistance” because I 
knew you did not like that. 

Mr. Rockere.uer. Thank you very much. 

Mrs. Ke.ty. Then on your organization, the Overseas Economic 
Administration, from this report, if I remember it correctly, that is 
more or less in the administration field entirely. 

Mr. Rocxereuiter. No. We recommended there be created 4 
separate agency into which ECA, the TCA Point 4 functions present! 
located in the State Department, the Institute of Inter-American Af- 
fairs, and other overseas economic operations would be placed. We 
recommended that the Bureau of the Budget should study such opera- 
tions as export control and foreign procurement, etc., and come up 
with a recommendation as to how th zen be integrated with the 
other functions in an over-all Overseas Economic Agency. Thus our 
whole foreign economic policy and programs would be coordinated 
and operated under one dircction. 

Mrs. Ketuy. I was very much interested in that because I had 
hoped we would have a director to coordinate all of our overscas 
agencies, including the military. : 

Would you include the military appropriations under that? 

Mr. Rockere.ten. Frankly, that was a now thought to me. J 
cannot see how the military program can bo intelligently handled by 
an economic agency. It seems to me the Army, Navy, and Air Force 
are not going to relinquish their powers in that area, nor should they. 
They are the ones who are qualified to judge what is needed and what 
can be done in the military field with other nations.. If there is a 
question of whether certain material be produced abroad, and how 
would it affect the economy of another country, then I think the 
military should consult the economic agency, and that they should 
take over at that point and cooperate with the military. 

As I see it, there are four basic factors in our fordign economic rela- 
tions—political, military, economic, and psychological—there needs 
to be clear direction and policy formulation in each area, but close 
coordination between them. I would not favor putting them together, 
but would have them work closely together where thero was a com- 
munity of interest. ; ae 

Mrs. Ketty, I with you as far as the military is concerned. 
However, I do think we need the common items to be incorporated 
under this single agency. I think we will get to the point where we 
would save a great deal. I do not like the purchasing anglo of the 
military. I would like to have it incorporated under this in order to 
direct not the policy, but to oversee the expenditures. Let us put it 


that way. 

Mr. Nodnerniaen: Where production was being contracted for 
abroad I should think the economic agency could be of assistance. 
Where it ia to be determined how much of a certain type of equipment 
can be used effectively in one country, and how the men can be trained 
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to use it, I do not see that an economic agency could contribute. If 
the economic were not separated in that agency from the military I 
should think it would be extremely difficult for either of them to 
develop effective programs. 

Chairman Ricttarps. The gentlewoman’s time has expired. 

Mrs. Keuny. Thank you. 

Chairman Ricuaros. Mr. Herter. 

Mr. Herter. In connection with a single agency which you have 
in mind, I recall in your report that you went pretty far from the 
point of view of suggesting further financing bodies to supplement the 
work of the Export-Import Bank and the World Bank. ‘The first 
thing, it seems to me, is how you can coordinate the Export-Import 
Benk and the World Bank in this picture. That is not a very easy 
thing to do. 

I take it your supplementary financing agency would have largely 
to do with equity financing. Is that not the idea, or is it partly equity 
financing and partly debt financing? 

Mr. Rocxerevzrr. There was one additional one—the financin 
of public works essential to development which could not be financed 
on cither a debt or an equity basis. It was for this reason that we 
suggested the possibility of an International Development Authority 
administered under contract by the International Bank, but with a 
separate board that had policy responsibility. The Authority would 
receive funds from all of the nations in the United Nations or the free 
world who were willing to participate, acconiing to their capacity. 
Thus the Development Authority would have funds that it could 
make available on a pres basis to projects financed by the Inter- 
national Bank to supplement the loan where the loan was not enough 
to make possible tho development of the public works. 

Mr. Herter. Has not the bank itself in its experience found that 
quite frequently it could make a 1 loan if there were alongside of 
it some sort of a grant that could be made for transportation facilities, 
or something of that kind? 

Mr. Rockere.ier. That is right. 

Mr. Herter. Which would justify what they considered a worthy 
loan otherwise. 

Mr. Rockereturr. Exactly. I might say, if you permit me, that 
one of the reasons why we felt that this was important was: That 
public works are basic to development. Without roads, or power, or 
irrigation, and so forth, an area cannot develop effectively. The 
development might be important not only to that area, but to the 
free world as a whole because it involves the strength of that nation 
or strategic raw materials for export. However, we did not feel the 
United States should make large-scalo unilateral grants to other 
countries for public works except during the emergency. We felt it 
could be j- tified neither to the Congress nor the people. We felt 
also it migc: bear the seeds of international political corruption. 
Embassies in Washington might be judged in their own countries by 
how much money they got out of the United States in the form of 
grants or gifts. It would put an entirely wrong emphasis on our 
political relations with other countries. 

Therefore, we agreed that while the United States should not con- 
tinue a large-scale program of direct grants for public works after the 
emergency, it must find some way to participate with other nations 
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on an international basis, promoting basic developmental projects. 
hereon ee suggested the formation of an International evelop- 
ority. . 

I would like to, give just ono illustration of how it might work. 
The tensions in the Near East between the Isracli and Arab groups 
are well known and can have very serious repercussions not only in 


_ that area, but throughout the world. Ono of the problems is the 


settlement both of people coming into Israc) and the 750,000 dis- 
placed Arabs. ’ ; 

If for instance it were possible to develop a Jordan Valley Au- 
thority which cut across Arab territory and Israeli territory, and 
opened up lands for both groups for settlement, it might be the 
basis of resolving the serious international problem as well as ono of 
the major economic and social problems of both groups. Neither 
of.those groups can do it alone. They do not-have the money, nor 
are they likely to get together. But if there were an International 


Development Authority working with the International Bank, the 


Bank might organize the Jordan Valley Authority and make a loan 
for half the amount and then secure from the International Develop- 
ment Authority a grant to make up the other half of the funds 
needed. Thus broad objectives would be realized which aro in the 
interests of all, but which today cannot be accomplished because the 
mechanisms do not exist. 

.Mr. Herter. Have you examined into the posvilty of the creation 
of that authority under the existing charter of the World Bank? 

Mr. Rockere.uer. Yes. We discussed it with the World Bank 
and while thoy ip ta that it was within their powers to establish 
an International Finance Corporation, they felt that there would 
have to be a new international convention in ordér to create the 
ay a ; : 

Mr. Herter. So it would have to be done internationally. 

Mr. Rockereuuer. Yes. 

Mr. Herter. It cannot be done unilaterally by ourselves, merely 
by the peanee of legislation. 

'Mr, Récxeretusr. No. In this connection it is interesting to 
note that the four members of the United Nations Commission which 


; mecentiy minds a study recommended tho formation of an Interna- 


tional Development Authority and an International Finance Cor- 
poration. If you-permit me, I might say a ward about the Finance 
Corporation. — . : ge Os a8 

It was largely designed to help mobilizo investment capital for 
productive use in the underdeveloped areas.. There are no invest- 
ment banks in those areas and the savings are small, and they have 
no channel through which to join together to finance productive 
enterprises. In addition, American capital has pest difficulty in 
finding partners in those areas, and they cannot sell securities because 
there is no market. They need United States and European capital 
to join with local capital. sat Me : 

e recommended that the International Bank set up an Inter- 
national Finance Corporation as a subsidiary corporation and that 
it invite the member countries to subscribe to a preferred atock on 
the same percentage basis as their participation in the International 


Bank. - The Internatiqnal Finance Corporation would then be in a 


‘position either to loan money against senior securities or participate 
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in nonvoting common stock in the local currency of any one of the. 


underdeveloped areas. For example, if you wanted to set up a shoe 
factory and were willing to take your machinery with you but did 
not want to convert dollars into pesos or rupees; or whatover it was, 
because of the added exchange risk, you could get local capital for 
equipment and building expenses through the International Finance 
Corporation. The corporation in turn, when the business became 
successful, would resell tho securities to small investors, and in that 
way act as an investment bank on an international basis. 

Ye explored the possibility of having tho Export-Import Bank 
perform this function. The Bank did not want to do it, and any- 
way it scemed better that this function should be performed by‘ an 
international institution, == ; 

Mr. Herter. Has not -the World Bank_done that on a limited 
scale in Turkey, foy-ifistance, in setting up a local bank? 

Mr. Rockergiter. Yes. Through a round-abaut method which 
is cumbersome for them. At it, they have ta set up a small 
corporation 6nd go around Robin Hodd’s bar legally‘cather than do 
it directly through an investment capital sebsidiary. 

IfIm ¢ do 80, thoré is oné other point J want to bring dnt. Before 
‘the war/there was considerable investment in foreign liar bonds 
sold in this countty.. A soad reilreed of a sound utility, or a man- 
ufacturing company in India, ot Braadl, of Afries, coufd acl] dollar 
equiprhent bonds to buy snéehinety in the United States. | 

Hovover, wish.increasing excha’ > restrictions this becaine moro 

difficult because of the risk of pot - able to got exchangd to mect 
the interest and amortization pay. To meet this situation we 
recommended that the Bs =fins, 4Yenk—and this is the only 
form of guaranty we ca for—uatdere cite the convertibility for a 
feo. ius if the! Paulista Kai of Rraziéi wanted to but railroad 
equipment in the United States, which they did recently, shey would 
be able td offer dollar bonds to Unked States eens wish an under- 
writing bythe Export-Iniport Bank covering the availability of dollar 
exchange with which td meet jnterest and amortization payments on 
due date. For the underwriting of this risk, natyrally they would 
pay afee. Th this way sound ony companies shoe azein be able 
to sell-dollar bond3-in the United States market. This should open 
up an important sourct-of investment money for foreign countries. 
. Thave a chart here which shows past trends in this field. You will 
see that the black line on this chart indicates the dollar bond sales in 
the United States. This is our total United States investment abroad. 
These are local currency investments, both long and_ short-term. 
You will seo Canada is practically the only country which sells dollar 
bonds.in the United States. Few others do because of tho fear of 
exchange risks. Canada has a total of $1,525,000,000 dollar bonds 
outstanding in the United States. Europe and Latin America have 
very small amounts. Most of the United States investments in Latin 
America are direct investments. : 

These charts, representing facts pertinent to the subject are avail- 
able, if the committee would like to have them in photostat form, as 
statistical material. 

Mr. Henrer. You have not assembled these charts in any publi- 
cation or anything like that, have you? 

85708—51——25 
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_ Mr. Rocxeretter. Some of them we used in the report, Partners 
in Progress. However, I am sure the Advisory Board would be very 
glad to have photostatic sets made for the members of the committee. 

Here is a very important one. This shows the trend in different 
types of United States investment abroad by United States manu- 
facturing concerns during the period 1919 to 1949. Investment 
abroad in this field increased slowly during tho thirties, and then dur- 
ing the recent years it has gone up substantially. Petroleum sinco 
the war has gone up very sharply, while the total investment in public 
utilities has gone down. Mining and smelting have stayed about the 
same. These are indicative trends. 

Now, here we have the figures on the amounts invested in the field 
of distribution. That affects the internal life of a country, and that 
is starting to go up. 

Mr, Vorys. Is that chart in billions? 

Mr, Rockere.usr. Yes; billions of dollars. Sears, Roebuck has 
st up 20 stores in Latin America which have had a significant. effect 
on merchandising methods in Latin America. It has been a most 
important thing from the point of view of the domestic economic life 
in those countries. Sears is now working with the local manufac- 
turers to help them in introducing new methods of production at 
lower costs, improve style and quality and increase volume. That 
kind of cooperation is very important. 

Mr. Herter. Mr. Chairman, I think it would be very important to 
get photostats of these for the committee. 

r. RocKeFEuueR. I will see that that is done with great pleasure. 
This chart shows American investment abroad since the war. It has 
gone mostly to Latin America and the Middle East. 

Here are the various fields into which it has gone. Petroleum has 
been the largest one—$1,800,000,000. Manufacturing and distribu- 
tion next. Mining and smelting are very slow, and yet the Govern- 
ment is supposedly making every effort to step it up. Public utilities 
lost ground to the tune of $171,000,000 invested abroad. They have 
been liquidating their investments abroad. Statistically these charts 
are quite interesting and very revealing. 

Mr. Ryecr. Has the movement toward nationalization affected 
the investment in utilities and mining? . * 

Mr. Rocxeretter. I think the small return on utilities invest- 
ments, due to the refusal to grant rate increase, and rising costs, has 
resulted in their just amortizing their investment and not reinvesting 
the funds. There has been some expropriation, but I think really it 
is a rate problem and low earnings more than anything else that has 
caused a decline in United States investments abroad in this field. 
Naturally rates are a very hot political subject abroad, as they are 
at home, However, the result is that there is a growing shortage 
of power in most of the underdeveloped areas. 

r. Battie. Mr. Herter, I have just consulted with Boyd. He 
will get these charts photostated. : 

vr. Herter. That will be fine. 

Mr. Barrie. Your time is up, Mr. Herter. I believe Mr. Roose- 
velt is next. S : : 

Mr. Rooszvetr. I have no questions, but simply want to apologize 
to Mr. Rockefeller for my own and that of the other members’ rather 
scattered attempts to here, because of the importance of the 
legislation down on the floor, ; : 
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Mr, Battie. Including several votes. 

Mr. Roosevett. That is right. 

Mr. Barrie. Mr. Javits. ein. $i 

Mr. Javits. Mr. Rockefeller, I would like to join with Mr. Roose- 
velt in that. I hope you will understand that is why I will be leaving 
after these questions. However, I do have some questions. 

Do you feel, in what you have outlined in this Partners in Progress, 
that you have tried, or at least made a beginning at outlining what 
should be the role of American eaderty in the world? : 

We have all heard a great deal about the fact that we are said to be 
“shoring up" status quo regimes’ bad land holding. We know, for 
example, a good deal about practices which are at the heart of so much 
that is retarding the underdeveloped areas. Do you feel that this out- 
line showing what is necded if the world is going to continuc the upward 
march industrially is an ample supply of raw matcrials, and that this 
involves a natural partnership between the developed areas and the 
underdeveloped areas, and that you are laying out a plan for such 
partnership which is truly the American system in world leadership? 

Mr. Rockereiuer. Yes. : 

Mr. Javrrs. So when you speak of an independent agency which, 
as I recall it, you called the Overseas Economic Administration, you 
are speaking of an agency which is going to symbolize and make con- 
crete that program? Am I correct in that? 

ie pote EREnune You certainly are, and you have expressed it 
pericctly. 

Mr. Javits. So it is of very great importance in the foreign policy 
of the United States, and this truly should be a new program, which 1s 
what everybody here has been saying. 

Mr. Rocxkeretter. I think it is essential we have it for our national 
interest. 

Mr. Javirs. Do you feel by doing that, by concentrating on the 
economic-development side in this way, in this partnership, by which 
we get raw materials and we give know-how aid we invest capital for 
manufactured goods and for better agricultural practices, and for 
roads, and harbors, and health education, and so on—— 

Mr. Rockere.ter. Pardon mo. You do not mean “give” but you 
mean “invest”; do you not? 

Mr. Javits. Yes. Weinvest. Do you fect by this partnership we 
can cut through to the heart of the difficulties created by archaic 
economic and social institutions in these areas without force—or 
revolution—bringing about the needed changes? 

Mr. Rockereer. Very well put. I think it is exactly what will 
happen. Through that dynamic evolution forward the social changes 
will move with the economic strength. 

Mr. Javits. And the partnership is 50-50 on both sides. We get 
dollar for dollar everything we invest in the way of raw materials, 
which we urgently need? 

Mr. Rockeretuer. Exactly. And they get vice versa, the same. 

Mr. Javits. Is it a fact that for the most part these are raw mate- 
rials could not be developed in the United States? 

; Mr. Rockeretier. They do not exist in the quantities we must 
ave. 

Mr. Javits. As to the raw materials in this country, obviously we 
are running down on the petroleum, and we do not have bauxite, 
and various raw materials. 
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Mr. Rockereuurr. If we can maintain our present rate we are 
doing well. 

Mr. Javits. If our economy is to move up productionwise in out- 
put—not in dollars, but in actual output—we have to have these 
raw matcrials. 

Mr. Rockrreiurr. Exactly. : 

Mr. Javits. And to Europe they are even more necessary than 
they aro to us. : 

Mr. Rockrreuuer. Exactiy. 

Mr. Javits. One final question. You spoke of this as a program 
for youth. Could you take the rest of my time and just tell us why? 
Because of all of the problems of our country domestically which to 
my mind are the most serious, the one whieh stands out is that of 
giving our young people a fecling that in this world you can still ge 
out and make money and become independent and really get some- 
where in the traditional way in which we have known it in the United 
States. It seems to them so often that they face frustration in our 
own country. . 

Would you be good enough to say something about that? 

-Mr. Rockeretier. First I would like to say that you have ex- 
pressed much better than I can, Congressman Javits, the essence of 
this concept, and I would like to associate myself with your very clear 
remarks. 

Secondly, as far as youth is concerned, I have been traveling 
atound the country for the last few months since the publication of 
the Board’s report, making talks on this subject. Included in these 
talks havo been various university groups and other groups of young 
people, I have found more interest. among them, and perhaps more 
enthusiasm for the possibilitiés in this kind of cooperation on a world 
basis than in any other group in the country. P 

With the closing of our own frontiers there is hope that other 
frontiers still exist in the world. These young peop e are secking 
pid SPDOR YANN the chance to move out, to go to other parts of the 
world. 

Our country was settled by people with that dynamic urge to find 
new opportunities, and they found them for many years in tho coun- 
try. Now the opportunity seems to be in other parts of the world. 

Secondly, I think the young people of this country naturally as- 
sume that we are an integral part of a world scene; and they want to 
bo indentified positively with that world scence. I think they want to 
fecl that wo are not just working for our own limited interests as 4 
Nation, but that we are working for our interests plus the interests of 
the people of the world as a whole. I think psychologically that is 8 
very important factor. I feel the same myself. 

Mr. Javits. Thank you very much. 

Mr. Rockersiier. Thank you. 

Mr. Battce (presiding). The gentleman’s time has expired. 

Mr. Ribicoff. . ; 

Mr. Rintcorr. Mr. Rockefeller, I gather from what you have said 

ou believe there is still ample room for United States capital and 

nited States private industry to take part in tho development of 
this program. Yet there have been quite a' few of us in this committee 
who have been interested in that end and who find very little en- 
couragement from the people who have been charged with the various 
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parts of this governmental program. They tell us that even with the 
various guaranties there is basically no interest on behalf of United 
States capital or industry to tnke the attendant risks of going abroad, 
with the lack of stability there, when the incentives are so much greater 
for the equivalent amount invested in time and money in the United 
States. 

Under those circumstances, what do you think is the important 
factor needed to bring in private capital as part substitute for the 
taxpayers’ dollars? 

Mr. Rockrretter. Iam delighted you asked tho question and put 
it as vou did, because that is a pretty fair description of the point of 
view which exists in most of the agencies, and of the problem itself. 
Our advisory board studied this question with great care. 

First, we came to the conclusion that guaranties were npt the 
answer. Guaranties are not what. make private enterprise function. 
It is a profit-and-loss system. It is a system of risks and gains, and 
guaranties are not an integral part of the mativating forces of the 
system. Therefore, we came to the conclusion that guaranties would 
not serve the purpose. 

With the opportunities which exist, as you mentioned, for profitable 
investment at home, and with the high taxes necessary for our Gov- 
ernment to meet the social and the security responsibilities which the 
people of this country want, there is no point in capital going abroad, 
where the risks are far greater than they are at home, and where the 
returns are very little greater, if on the basis of having overcome those 
risks they make an earning, when the earnings are then taxed at the 
same rate as domestic earnings. 

Therefore, we felt that the only major stimulus which could be 
given to the outflow of capital would be the removal of domestic taxes 
on earnings from abroad and allowing those earnings to pay only the 
taxes of the countries in which the carnings are made. 

Mr. Risicorr. But in the light of the world instability, and of 
course we deal with it all the time and we have to recognize it, do you 
think private capital, even on that basis, would go out? I think we 
agree that the question of unlimited profits from investments abroad 
is wrong. The Iranian oil situation proved that point. 

Mr. Rocxreretuer. Correct. That is right. 

Mr. Risicorr. So, therefore, private capital X gocs into country Y 
and sets up some sort of an arrangement, with the hope the arrange- 
ment would take in local capital too on a sort of partnership basis. 

Mr. RockerE tier. That is right. 

Mr. Ripicorr. And they would get a fair return, commensurate 
with the risks. 

Do you believe, in view of the question of expropriation and the 
question of revolution and the question of changes that could take 
place, that they would risk their capital on the basis of not paying 
the double taxation? Do you think that? 

Mr. RockreFreiurr. It is not always a question of double taxation, 
because where a United States company has a majority ownership of 
a foreign compan local taxes can be deducted from United States 
taxes. It is the difference in tax rates on corporate carnings, let us 
say, of 15 percent paid in most of the underdeveloped areas, and 47% 
percent or 52 percent, or, Ict us say, around 50 percent tax on corpo- 
rate earnings here. That is a tremendous difference. 
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_ Mr. Ristcorr. I know. about the tax, but let us say company A 
is going into an underdeveloped area and invests $1,000,000. I mean, 
if it if'a sound business with a sound end in view, it is obvious they 
are not going to start drawing profits the first year. It is going to take 
them some time before they can start earning. 

Now, the average businessman might feel 1t would take him 5 years 
before ho can start getting a return. Do you think he will make that 
investment of $1,000,000 on the tax incentive alone, separate and 
apart from the assurance that his capital will not be in jeopardy 
during the time it will take him to start earning on his investment? 

I think this is a great problem or hurdle we have to jump. 

Mr. Rocxere ter. I know that some will not agree, but I do not 
think the expropriation or confiscation risk is as big a hurdle as n lot 
of pedple think it is to private capital going abroad. People talk 
about it a great deal, and there have been cases of it. But I believe 
a company that goes abroad and renders a useful economic function 
in another country runs very little risk of having its property taken 
away if the people and the Government of that country feel it is 
serving their interests. 

Mr. Rioicorr. Then it becomes very important as to tho type of 
investment that is undertaken. 

Mr. Rocxeretter. The type of investment and the manner. in 
which the company conducts itself in the country abroad. I think 
increasingly capital today is recognizing its responsibility to the com- 
munity—its social responsibilities abroad, just as it does at home, 
and I think foreign countries are responding to that recognition. 

Mr, Ristcorr. From your acquaintanceship and personal experi- 
ence, do you think that thero is American capital todey ready to go 
abroa 

Mr. Rocxeretier. Yes;I do. Capital is now going at the rate of 
about $700,000,000 a year. . ; 

Mr. Risicorr. Which, as you said, is basically little, considering 
the amount of our production. . . 

-Mr. Rocxere.utr, I was talking to an executive of a corporation 
just the other day who was considering setting up a manufacturin 
establishment abroad. They figured their returns would be suc 
that they could write off the investment or get their capital back 
through earnings in X years. But when they had to pay the domestio 
United States tax on top of that, the period of return was so prolonged 
that they could not afford to run all the contingent risks of exchange, 
and so forth. So, they did not make the investment. ; 

I think there are many marginal operations where corporations 
would go abroad if it were not for the high rate of domestic taxes 
which is levied on foreign earnings. I think everybody would be sur- 
prised at how much private capital, in addition to corporate capi- 
tal, would go abroad, if private capital were given relief from domestic 
taxes corres nding to the relief recommended for corporate earnings 
rom abroad. . 

Mr. Risicorr. Just take another facet of your statement. Say 
the main problem is the question of production and distribution, and 
that has mostly been by private enterprise in this country. I think 
you said that would be the pattern that would continue. But all over 
the world you find a solidification in government control of business 
and enterprise in exports and imports. Certainly that is the case be- 
hind the iron curtain. Wo saw Hitler doing that with Germany. 
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Mr. Rockere.ier. Yes. 

Mr. Risicorr. As some of these newly developed countries are 
coming up with a nationalistic spirit, it does not seem that private 
enterprise is fleying too poet a part in these young countries, which 
are so basically poor an pone are in a position now and in the 
foreseeable future of controlling their exports and imports on a govern- 
mental basis. 

Do you think that the United States could assist in that type of a 
world market, where it might find itself one of the few countries on a 
private enterprise basis, dealing with all other countrics on an export 
or import basis where the Government controls? 

Mr. Rocxkere.tenr. I think it is going to be extremely difficult and 
is going to force more and more controls domestically on our economic 
ife. 

Mr. Ristcorr. In the United States. 

Mr. RockerEeLLER. Exactly. Because our economy is integrated 
and interdependent with the economies of these other countrics. 
Therefore, I think we have to do everything possible to make available 
the tools which have made this country great, which are the tools of 
private enterprise. We must give those tools encouragement to go 
abroad and contribute to the development of other countries. 

Mr. Ristcorr. As an example for these countries to follow that 
system? 

Mr. Rockereiuer. Exactly. 

Mr. Ristcorr. While they are in the embryo stage? 

Mr. Rockererier. That is right. I think there is a greater 
tendency for them to accept and be willing to, shall we say, experiment 
with private enterprise now than there was before, because the peoples 
of the under-developed areas are demanding of their governments a 
higher standard of living, and those responsible in the governments 
are finding themselves unable to bring about those conditions. There- 
fore, they are exploring every avenue they can to increase production. 

To increase the productivity of labor today means investment in 
machinery and equipment, and that means capital. They have not 
got it, and therefore they have to look abroad for it. : 

Mr. Risicorr. With the rapid drift toward nationalization, if the 
United States then wants to preserve a free enterprise system for a 
good eewent of the world, it does not have too much time, does it? 

Mr. Rockere.uer. That is right. 

Mr. Risicorr. In other words, it has to work fast. 

Mr. Rocxereturr. Yes. There is a nationalistic drift, but I do 
not think it necessarily means nationalization. Brazil, for instance, 
I think is going the other way. They find their Government deficit is 
largely made up of the deficit of the railroads and port operations, and 
other businesses that the Government found itself in. They would 
like to dispose of these businesses in order to cut down their Federal 
deficit, so that they will have more money for the functions which 
they feel the Government should be carrying out. : 

Mr. Ristcorr. Not only South America, but southeast Asia and 
ae peo : of India and the Middle and Near East, and those areas of 

he world. 

Mr. Rocxere.uer. I sincerely feel we should study and explore 
fully this possibility of a tax incentive before we give up hope. 
believe that it can be effective. There is a precedent for it, and I 
do not see, nor did our board see, any other really hopeful avenue. 
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If I might, Mr. Chairman, I should like to tell you a story. 

A representative of a foreign government press service came in to 
talk over the report. He was a young fellow, and he said, “I am a 
great student of Marx.” 

He said, “One thing about your report [ cannot understand, because 
it does not fit in with Marx’s theories. That is, we were taught when 
& capitalistic socicty reaches its maturity that its capital goes out to 
all parts of the world and dominates exports and enslaves Inbor of the 
underdeveloped areas. Yet, in your report you say that the major 
problem is how to get or how to stimulate the outflow of capital, 
which will not leave this country.” He said, “There is something 
wrong, because that is not the way that is supposed to be.” 

I said that I thought there were three reasons for that: One, Marx 
made his studies and observations in the carly stages of the industrial 
revolution before democratic capitalism had reached its maturity and 
came to recognize its social responsibility. Therefore, he was draw- 
ing his conclusions from an incompleted evolution of the capitalistic 
system. _ 

* Secondly, the tremendous capital investment in machinery and 
equipment per worker in this country, and the skiil of the workers 
themselves that capital can produce more at lower cost and earn more 
with high-priced industrial labor at home that it can with cheap labor 
in the underdeveloped areas. 

Thirdly, that as capital has to pay high United States tax, which 
our democracy levies in order to meet its high standard of social 
responsibility, whether the earnings are from investments at home or 
abroad, it would rather invest at home where the risks are tess and 
the opportunities great. . 

He was very interested, and somewhat confused. I think these 
facts provide a major denial of the basic Marx philosophy. The great 
task ahead is to see that this same system not only works for us in 
the United States but that it contributes to the development and well- 
being of peoples in the rest of the world upon whom we are dependent 
for our freedom and security. 

Mr. Barrie. That is very interesting. Do you have any other 
questions, Mr. Ribicoff? 

Mr. Ripicorr. Thank you very much. 

Mr. Bartve. Mrs. Bolton. : 

Mrs. Botton. You have spoken of the average income of the under- 
developed countries being very low, namely, $80. ~ 

Who determines what is a minimum standard, or who determines 
what that $80 does? 

Have you taken into consideration that the needs are actually loss 
in certain countries than in America? To give the picture that $80 
is the minimum is rather a deceptive picture, is it not? Is it nota 
little fuzzy? If people read a statement stating that the averago 
income is $80; it sounds unthinkable, when in reality the equivalent 
of that $80 in certain countries would mean possible existence at least. 

Mr. Rockxereuter. I think that is a very fair comment. In this 
country you could not live on $80, whereas in some countrics you can 
exist on $80. However, I do think that tho illustrations I gave 

arding the copper industry and the ggricultural workers is an 
indication of the inability of people at that level to produce enough 
either to earn a decent living for themselves and their families or to 
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contribute to the strength of the economy in which they live. They 
can just produce what they can do with their own hands without the 
aid of power or machinery. It is in these areas where human labor 
is cheaper than animal labor, where the people carry things instead of 
using even donkeys, because human energy is cheaper than any other 
form of power. 

Mrs. Botton. Yes. Of course, where they use ancient ploughs and 
are then persuaded that the village blacksmith can put on a metal 
cover and so make possible the preparation of ten acres instead of two. 

Mr. Rockerenure. I think what our industrial evolution has 
proven is that with an investment inmachinery and tools the worker 
can produce more and he can live better, and the whole economy 
moves forward with greater strength. 

To give that dynamic thrust to these other economics, I think 
greater productivity of labor is the really important element. Only 
through greater productivity can the people of these areas become 
self-respecting, producing citizens in the free world. 

Mrs. Botton. It seems to me one of the great problems ahead for 
the world is its human over-production, The Colombo report says 
India is going to have 720,000,000 people in 20 years. 

ue Rockereturr. That indicates a (tremendous population 

rowth, 
Mrs. Botton. Yes; population. There are people who are hopin 
in another couple of hundred years that something will be develope 
in the minds of the various races so that they will control populations 
at Ieast to a degree. 

Now, if we go in with cither private enterprise or Government aid 
and we save the babies and keep the old people living, and if we do 
that ahead of the economic development, then we are really doing a 
rather terrible thing, are we not? 

Mr. Rockrrecusr. It is a serious problem, indeed. 

Mrs. Botton. Or do you think it will serve as an incentive to an 
increase of economic development? 

Mr. Rockeretuier. I think personally it would serve as an incentive 
for increased development, because I know from personal experience 
in the Western Hemisphere that a man who has hookworm, malaria, 
and one or two other diseases, and who is undernourished, just 
cannot produce enough even to keep himself alive. 

One of the things we talk about in this country is the lack of will- 
ingness to work, of other peoples—the existence of the ‘manana” 
spirit. What so many people do not realize is that so many of these 
people cannot work. They are sick and undernourished. ‘They have 
not the physical strength to work more than a couple of hours a day. 

Mrs. Bouton. That is very truce. 

Mr. Rockeretuer. Those people cannot produce enough to keep 
themselves alive. As their health is improved and they begin to get 
more food and better education, and as capital moves in to give them 
tools with which to work, I think their productivity can move ahead 
of their population growth. 

I believe the knowledge, and the capital, and the managerial ex- 
perience exists in the world today to increase production of food and 
other essentials more rapidly than population. 

Mrs. Bouton. There is another health question I would like to ask. 
There is a good deal of mention of minimum health standards. Who 
determines those? 
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Mr. Rockeretter. The United Nations has set—and I think we 
have a chart on health here—2,550 calories a day, I belicve, as being 
the minimum. 

Mrs. Borron. I am glad you spoke of calories, for we are beginning 
to learn that a man can eat 3,400 calorics and vee be minus some of 
the most important, things that mean health. For instance you have 
many calories—byvif you do not get any iodine, you produce feeble- 
minded children, crotins, epileptics, deaf-mutes, etc. That is what 
I mean by minimum ealth standards. 

Just to do it on a catory basisis not enough. Am I wrong in thinkin 
that different areas of the world will have different minimum health 
standards for at least 500 years. 

Mr. Rockeretuen. I think that is also a very important point to 
bring out. Undoubtedly calory consumption in one area will be 
different than in another. However, when their lack of basic foods 
reaches the point where millions of them starve, it is pretty convincing. 

‘Mrs. Botton. Yes. That is the disturbing thing, but on the other 
hand s man who works in a mill must eat more than a man who just 
mows his lawn. 

Mr. Rockere.ier. That is a very good point. If these people are 
to produce in mines, or factories, or on the farms, they have to have 
corresponding strength. I think that it is e matter cf general agree- 
ment among public health officials that in most underdeveloped areas 
the majority of the Beeple are undernourished, and, therefore, unable 
to produce what they should be able to do in their own interests and 
in their country’s interests. ; ; 

Mrs. Bourton. There was a very interesting experiment made on 
one of the South Sea islands by a Cleveland man, who went out to see 
what might happen if primitive people were exposed to our western 
foods. There had been no eePP es and no feeble-minded people on 
this particular little island. He persuaded a family or two to take 
our flour and our sugar and so forth. They began almost at once to 
develop the various types of which I spoke a moment ago. : 

It would seem to me that such things should be taken into consider- 
ation in whatever we set up. Let us not foist upon others the stereo- 
t methods we have become all too used to here. I hope we 
shall not spread that really unsatisfactory type of health standards 
across the world. . .. 

Mr. Rocxeretter. I am awfully glad you: made these points 
because I do think the tendency is for all of us to generalize to de- 
reunion yardsticks which are dangerous when applied specifically. 
. Bouton. I am glad to find you in agreement. 

Mr. Rocxere.urr. I know the records of various oil companies 
who have done into the underdeveloped areas where they have re- 
cruited large numbers of workers locally. ‘Their experience has been 
when they give these people proper medical treatment and adequate 
food they gained on the average between 25 and 35 pounds. The 
time out for sickness and disability was: greatly reduced, and as the 
next generation came along the children averaged 4 or 5 inches 
taller than their parents. | : — . 

This ia pretty tangible evidence that certain necessary elements were 
a * 


‘Mre Bowron. As long as we do not do it all on a calory basis or 
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Mr. Rockeretten. I think that is very well taken. This chart 
shows the export trade of the world as a whole has gone up 12 per- 
cent since the war. In the United States and Canada it has gone 
up 69 percent. In Western Europo, 11, but trade in the under- 
developed areas is down 7 percent, while their populares is up about 
10 percent. So that there is definite statistical evidence which is 
very significant. 

Mrs. Bouton, Thank you very much. 

Mr. Rockrtretxrer. Thank you. ; 

Chairman Ricuaros. The time of the gentlewoman has expired. 

Mr. Vorys. 

Mr. Vorys. Mr. Rockefeller, when we had point 4 we were told that 
underdeveloped areas meant those where people got less than $100 a 
year. Now, your underdeveloped arca figure is $80 8 year. What is 
your yardstick for what an underdeveloped area is or are? 

Mr. RockeretterR. We have taken the areas of Latin America 
Africa, Southeast Asia, South Asia, the Middle East Turkey and 
Greece, and Oceania, as the underdeveloped areas of the free world. 

Mr. Vorys. Yes. 

Mr. Rockeretuer. Their annual incomes range from an average 
of $152 in Latin America down to $30 in South Asia. Europe's runs 
around $473, and ours $1,400. I suppose you cculd draw that line 
somewhere else, as parts of Latin America ores. have industrial 
developments which would not be called underdeveloped. 

Mr. Vorys. But the world maps on the point 4 hearings are approx- 
imately the same as yours. Now, of course, what we will spend on 
that is a sccret, for some reason, so I cannot teli you what is in the 
books, but a professor from out at Ohio State University wrote me that 
he heard the amount was to be around $80,000,000. Suppose we just 
take that professor's information. I would like to get your opinion 
on that, as opposed to the $500,000,000 which I understand you 
recommend, : : . 

Mr. Rockeretzer. I have just used the figures in the bill that is 
before you. The total is $8,600,000,000. For the military, $6,300,- 
000,000; economic, $2,197,000,000; for the underdeveloped areas, the 
total is $512,000,000. Of this TCA, whose operations are limited to 
the Arab countries, three African republics, and Jatin America and 
Israel, receives $72,950,000. This is an arbitrary division between 
“TCA and ECA. Our Board feels very strongly that TCA, the point 
4 program, so-called, should be taken out of State and put into the 
proposed new central agency. If ECA is going to be tho central 
agency, TCA ought to be in there. 

To have two principal agencies working in relatively similar types 
of work divided arbitrarily into geographic areas of tho world seemed 
to us to make no sense. Such an arbitrary division prevents the 
proper integration of both planning and operations. 

Secondly, the ECA operates on a different philosophy from the 
TCA. ECA operates its own ge ree It procures personnel and 
carries the work abroad itself. TCA operates within tho Stato De- 
partment and really is a recording or accounting department. It 
really has no planning or operating functions of its own. There are 
about six divisions of the State Department who do various parts of 
the planning and supervisory work. TCA provides the money. 
The program is carried out through grants to other departments and 
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agencies of the Goverament—the Departments of Agriculture, In- 
terior, and so forth—cach one of which has set up its own Foreign 
Department to direct the use of its share of the moncy for overseas 
work. There are 23 Departments and Agencies of the United States 
Government working in the foreign field. 

You have—as these figures show—all of these different agencies 
coreying out the overseas programs. 

The Advisory Bdard docs not feel that the present set-up gives 
either centralized planning, policy formulation, or efficient operation. 

This chart shows where the TCA financed technicians presently 
are in the underdeveloped areas. 

Mrs. Bouton. Will the gentleman yield a minute? 

Mr. Vorys. Yes. 

Mrs, Botton. Will you explain, is PCA the same thing as point 4? 

Mr. Rockereuter. Point 4 is a great concept. It was that section 
of the President’s inaugural address in which he outlined the basic 
piorophy of international cconomic cooperation. TCA is an em- 

rianic program of technical assistance in the State Department 

which is a far cry from the President’s originnl concept, 

Mrs. Bouton. Thank you. 

Mr. Rockere.uer. You passed the Act for International Develop- 


ent. 

Mr. Vorys. AID, we call it. 

Mr. Rockeretier. Which was supposed to translate this concept 
into action. That was a year and a half later. 

Mr. Vorys. Now, let us get this straight. We had both technical 
assistance and stimulation of private investment before the President 
ever mado his speech, but we did write up a new act that restated a 
lot of stuff that was in tho legislation that you administered long 
before the point 4 speech was made? 

Mr. Rocxeretter, In that connection, I think you will find this 
chart interesting. It shows the number of people and the depart- 
ment and agencies they represent who are carrying out technical 
assistance programs in the underdeveloped areas. Theo black dots on 
this chart represent the people from the Institute of Inter-American 

airs who are now opearting programs with TCA money. As you 
see, they account for more than half the personnel carrying out 
TCA programs abroad. 

Here is the key. The Agricultural Department- people are shown 
in green. The Commerce Department people in orange. Also the 
Federal Security Agency, Institute of Inter-American Affairs, Interior 
Department, Labor Department, State Department, and a series of 
other agencies. Really, as you see, there is no TCA program, as 
such, It receives the funds while other departments or agencies 
1aake the plans and carry out the program. 

If we are going to have a really effective international prograin of 
economic cooperation as envisioned by the President it has got to 
encompass more than just technical assistance. There must be a 
central agency which can bring together and coordinate in one place 
over-all economic and financial policy, strategic material procurement 
policy, export policy, and requirements of other nations, develop- 
mentat program planning and assistance of various kinds. As things 
stand now I'CA’s funds go. only for work in the area of basic services, 
such as health, agriculture, and education. It does nothing in the 
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ficld of production and distribution, or public works. ‘The proposed 
new overseas economic agency would work in these areas through 
close cooperation with private enterprise and the various specialized 
agencies of the United Nations, including the International Bank. 

Mr. Vonys. 1 think you will find as far as agreement around the 
committee table is concerned, that we are certainly not going to have 
two kinds of econowie aid going on. Now, here is something 
interesting. . 

The Brookings Institution last September said there were 43 
agencies carrying on overseas activities—not the 23 you mentioned. 

Mr. RockEFELLER. United States Government? 

Mr. Vorys. Yes. United States Government agencies. Here they 
are. 

Mr. Rockeretier. Forty-three? 

Mr. Vorys. Yes. And the Civil Service Commission, says there 
are 172,000 civilians employed, stationed outside the United States, 
of which 88,000 are in foreign countries, and $$,000 in our own Terri- 
torics and possessions. ; 

So that that little list of dots there and that little measly 23 agenctes 
you talked about is not the whole story. 

Mr. Rockrrrcurr. We took the major ones. 

Mr. Vorys. Of those 43 agencies the Army, Navy, and Air Force 
are 3. They are the military ones. So all the rest’ of them, 40 in 
fact are economic. At least they are nonmilitary. oe 

Now, as I get it your organizational proposal would be that there be 
sone sort of over-all policy and administration set up covering all of 
those activities? 

Mr. Rockereizier. As I am not familiar with the list of 43, I do 
not like to say that they should all be putin. What we did say and 
what I feel is that the major ones such as ECA, TCA, and the Institute 
of Inter-American Affairs should be centralized, thereby creating a 
good nucleus with which to start. 

There is one wajor policy question affecting operation abroad which 
has been under dispute in the executive branch of the Government for 
along time. The question is whether the dowestic departments and 
agencies of the Government should undertake the operations abroad 
in their respective fields or whether they should be carried out by the 
forcign economic agencies such as ECA, TCA, and the Institute of 
Inter-American Affairs themselves. ECA and the Institute of Inter- 
American Affairs both operate on this latter policy—navely on a 
regional rather than a functional basis. TCA on the other hand gives 
its money to other departments and agencics of the Government who 
each set up little foreign departirents of their own to handle their new 
work abroad. ‘The disadvantage of this procedure is that it requires - 
great duplication in overhead and handicaps effective coordination of 
planning. programing, and operation in the ficld as well as in Wash- 
ington. 

or these reasons, the Advisory Board came to the conclusion that it 
was imperative that there bo ono central overseas economic agency fcr 
both planning and operation—working of course within the framework 
of policy laid down by the State Department. 

Mr. Vorys. Of course, what is happening is that we find the same 
thing with committees of Congress. There is not one committee, 
but there are a half a dozen or more in the House that deal with 
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various phases of foreign affairs, because tho world is shrinking. 
Just as overy one of these departments and committees deal with 
48 States, pretty near every department and committee deals with 
48 countries, and that sort of thing. That is because the world is 
growing smaller. ; 

However, on this organization thing I agree with you that. every 
program, certainly in a particular country, should be headed up 
under one American boss. However, I am inclined to think that 
person should be the direct representative of tho President. from tho 

tate Department, or the Department of Foreign Affairs. It is 
perfectly silly what is going on right now, having ECA and TCA 
ellows tn the samo country, and then having a United Nations man 
thero, with all of them competing for tho interest of the country in 
telling them how to improvo themselves. I believe that is not a 
very good way to do it. 

T also would like your judgment as to whether it is e good thing to 
have the Overseas Keonomic Administration have their feltow running 
the show in Brazil, or India, or any place else. If ho does not run it, 
there has to be some head man, and if the State Department man 
runs it then you do not need the other man. 

Now, it is a dilemma, and to me an extremely puzzling one. I 
know you have had vast experience with it. I would like to have 
your viow on both the organization in this country, where I under- 
stand you prefer the ECA basis, that they get the other fellows on 
their payroll, and also in a foreign country. What would bo your 
idea of the United States organization here and in foreign countries? 

Mr, Rocxeretuer. I am very clear on this, based on my own ex- 
perience of having first been responsible to the President for running 
an independent agency which opcrated both economic and informa- 
tional activities for our Government in Latin America and then havy- 
ing been in the State Department in charge of our relations with tho 
other American Republics, I havo seen both sides of the problem. 

Secretary Hull always had a very deep conviction that the State 
Department ought to keep out of operations, that it ought to confine 
itecif to policy and be free from tho day-to-day administrative prob- 
lems involved in these increasing complicated economic programs. 
He believed the State Department ought to be free to concentrate on 
broad policy, within which the operating agencies would work. 

I was brought up in that school, as it were. Whilo in the carly 
days of the Office of the Coordinator of Inter-American Affairs we 
had some adjusting to do, to adapt ourselves to Stato Department 
policy we soon were able to dovelop a relationship and procedures 
Phich worked out very well. Only once did we run into a conflict 
with the State Department. It went to the President who straight- 
ened it out. 

We worked out 8 project system and sent to the Department of 
State a complete description of each proposed proicet, including the 
need, tho cost, the required personne) and the objectives. Tho Stato 
Department went over it for policy, and if there were any disagres- 
ments that could not be ironed out at the operating level it would 
go to a higher level. Wo found tho procedure perfectly satisfactory. 

Mr. Vorys. Mr. Chairman, I want to remjnd Mr. Rockefeller, if 1 
may, that one more thing has been added since you were working for 
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the Government. Up above the State Department, at tho strato- 
spheric level of foreign policy, is a Special Adviser to tho President, 
Mr. Harriman, who is not only an individual, but I understand has an 
office—a wholo office force. So that you have the Stato Department, 
it seems to mo, being squeezed down from the top on the broad policy 
and squeezed over fam the side by ECA and Dofense, so that thoir 
functions are becoming less and less important. 

You have that situation, The Special Assistant, or Adviser to tho 
President, is represented on this Mutual Security Board. That is ao 
new thing. 

Mr. Rockereuier, I sea what you mean, but I do not believo it 
means the Department’s functions have been reduced or limited. 
Just judging by personne! there are 20 times the personnel they had 
when I was in the Department of State less than 6 years ago. So 
that certainly whatever they are doing they have more people doing it. 

Tho fact, 13 that wo ag a nation have far more responsibilities in the 
world and face far more problems than before. Wo find ourselves 
thrown into the middle of new relationships and, therefore, we have 
to take on new responsibilities. ‘It is a period of difficulty certainly, 
but I think the encouraging fact is that you hero and people all over 
the country are interested in and anxious to do something about tho 
problems. I am sure wo will como out with something that is con- 
structive and useful. Wo may go through a trial-and-crror period, 
but that is tho history of a democracy. 

I think the Department should concentrate on the policy issues. 
I know from my own experience in the Department that it was tho 
greatest relicf in the world to look to tho President of the Institute 
of Inter-American Affairs or tho heads of the other operating agencies 
for the responsibility of organizing and operating the programs. 

Mr. Vorys. You mean when you were in State? 

Mr. Rockeretter. Yes. It is just like building a house. You do 
not try to organizo to build it yourself, but go to a contractor. 

If the Department secs that there is need for the development of 
an economic program in 4 certain country, and it can call on an effi- 
cient overseas exporting agency to organize and integrate tho program 
it would scem to me that It would be an ideal set-up from tho Depart- 
ment’s point of view. On the other hand, if the Department itself 
has to organize tho program its officers will bo diverted from policy 
and bogged down in operations. . 

Naturally, whatover the set-up in Washington, the Ambassador in 
the foreign countries must bo the top representative of the United 
States abroad. He is responsible for policy in all matters pertainin 
to United States relations with that country, but not for the actua 
operations of the field parties. 

Chairman Ricnarps. Will the gentleman yield? 

Mr. Vorys. Yes. : 

Chairman Ricuanrps. You and Mr. Vorys have been up in tho 
ethereal atmosphero of a perfect reorganization to handle the whole 
problem and all the problems in cuir dorcign relations. One of these 
days we may have a kingdom of Utopia with statesmen wise enough 
to do that. However, we have a bill here. This bill envisions military 
aid, economic aid, and technical assistance. ; 

T beliovo you said that you did not feel capable or qualified to speak 
as to whether or not the military aid wo are talking about could be 
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integrated in a new organization effectively with economic aid in 
technical assistance. 1 beliove you said that. 

Mr. Rockrreuirr. No. I believe I referred to the amount of 
monoy for the military program, but. I think | also stated that I did 
not feel the military assistance should be in the same organization 
with the economic except where there is a question of production of 
military equipment abroad, in which case the cconomie might be of 
assistance. 

Chairman Riewaros. If the military aid comes under this umbrella 
which we are talking about, and which is desirable, and in which [ am 
interested, as is every member of this committee, do you think a study 
should be made of the production you will have to have abroad and the 

roduction you will havo to have at home. If you found you needed 
it here, that would have some repercussions on the economic set-up 
of the nations you seck to help. 

I do not know whether you are right about the 23 organizations, or 
Mr. Vorys is right about the 43 organizations. The Hoover Com- 
mission made recommendations concerning this, and others have 
mado recommendations concerning this. However, you would not 
seek in this bill, if you were a member of this committee, would you, 
to set up an organization that would handle it all? Would you not 
try to refine the other features of this bill and make a long study on 
the proposal you are talking about? 

Mr. Rockrre.ver. Unfortunately, I am not in a position to know 
your base of reference, as a Foreign Affairs Committee, in relation to 
this bill, so I really do not know with what point of view you are 
coming to tho bill. ; 

Chairman Ricnarps. We are trying to write a bill which is a good 
bill to provide economic and military aid and tcehnical assistance to 
certain other parts of the world. 

Mr. Rocksre ier. One specific point, in answer to your question 
is where should the point 4 program be located. If I am correct, in 
his message of transmittal the President said that question has as 
yet not been decided, but that the executive branch of the Govern- 
ment was giving consitcration to transferring it to ECA. If I am 
correct, there has been some feeling in the executive branch that 
perhaps the Congress would express itself on that subject. 

Mr. Vorrs. I feel they will. 

Mr. Rockreretter. Our Board reported personally to the Presi- 
dent our recommondation that all tho foreign ecgnomic functions 
including the point 4 program be centralized in one independent 
agency. On that specific issue I think your determination would be 
important in his decision. 

e has sent up recommendations on the basis of ECA being tho 
rincipal operating agency. I am inclined to agree with you that 
for the present you do not have time to do anything more than to 
accept that recommendation, although ECA is scheduled to expire, 
if I am correct, in the not too distant future. , 

Therefore, if you do not make the study this year, I presume 
you are going to have next year or the year after in order to deter- 
mine whether these activities will be carried on permanently. There- 
fore, I would agree with you that a study now would certainly be 
useful. There is a great deal of material already available including 
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the study and -recommendations submitted to the President by the 
Advisory Board. 

Chairman Ricuarps, But if it could be done economically for this 
country and the nations that we propose to aid, vou think it would be 
a good idea for the military part to be integrated in this picture? 

Ar. RockeFELien. No. Vrankly, I take the opposite position, 
that the military assistance program should continue as it is, as part 
of the Defense Department’s responsibility. { believe that only 
whore it secks procurement of military equipment abroad it might 
use this economic agency to assist in the procurement. 

I think in many countries the combining of the military and the 
economic would be very much misunderstood, They might feel 
economic activitics were a front for some military penctration. It 
seems hard for us to understand such suspicion, heeause that is not 
the way our country works, but others might not know us that well. 

I think that is a major factor to consider in talking about putting 
them together. But as 1 read this bill, there is no proposal to put 
them together. 

Chairman Ricuarps, No. 

Mr. Rockerenusn. The bill simply puts the budgets together, but 
not the organizations. 

Chairman Ricnanos. That is right. There is no reference in the 
executive proposal, but we have to write a bill. 

Mr. Rocksretien. I see. 

Chairman Ricnanrps. Witnesses like yourself, who have given us a 
lot of valuable information, will contribute a lot to the writing of that 
bill. We appreciate very much your coming up here this afternoon, 

Are there any other questions? ; 

Mr. Vorys. Will the gentleman yield? 

Chairman Riciuarps. Mr. Vorys. 

Mr. Vorys. You heard Paul Hoffman say this morning that he 
thought this colossal, super-duper reorganization can be done in 30 
days. What do you think of that? 

Mr. Rockerenien. I do not really think it is such a colossal reor- 
ganization. First there is the physical merger under one administra- 
tion. That will require certain personnel adjustments, but is not too 
difficult. 

Secondly, there is the evolution of the organization to meet the 

new problems. IF presume the ECA personnel group would form an 
important basic part of the structure, and such groups as the Insti- 
tute of Inter-American Affairs, which has an effective organization in 
Latin America, would fit in and supplement the ECA work in that 
areca. . . 
In connection with TCA, I would like to say that Dr. Bennett, its 
Director, is a man for whom I have tremendous respect and great 
admiration and affection. He is doing an outstanding job personally 
in using his knowledge and experience in the field of agricultural de- 
velopment work. I think he could play a very important part in 
such a new organization. 

So my answer to you would be that I think the job could be done 
in 30 days and there would be far less of a stir than one might think. 
The thing is more simple than appears on the surface. 
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Chairman Ricnarps. A good business group could put this thing 
together in 30 days, I have no doubt, but do you think it will hurt 
the efficiency of the existing organization to do that? 

Mr. RockeFe.tuer. No. To tell you the truth, I think it would 
help ‘it, because there is tremendous uncertainty among these groups 
as to what tho future holds. If they were put together in a perma- 
nent ceritral agency dedicated to meet all problems in the interna- 
tional economic field, I think that it would give new confidence and a 
new sense of confidence to the people working in them. 

Chairman Ricuarps. Thank you very much, Mr. Rockefeller. 

Are there any other questions ; 

Mrs. Boron. It has been a wonderful afternoon. 

Chairman Ricuarps. Thank you very much. 

Before the committeo adjourns, I wish the members of the com- 
mittee would look at this report we have on the termination of the 
whole thing. 

The committee stands adjourned until 10 o’clock tomorrow. 

(Whereupon, at 5:35 p. m., the committce adjourned until 10 a. m. 
the following day, Wednesday, July 18, 1951.) - 
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WEDNESDAY, JULY 18, 1951 


Hovst or REPRESENTATIVES, 
ComMiTTEE ON FoREIGN AFFAIRS, 
. Washington, D. C. 

The committee met in the House Foreign Affairs Committes room, 
the Capitol, at 10:21 a. m., Hon. James P. Richards (chairman) pre- 
siding. 

Chairman Ricuarps. ‘Tho committee will come to order, please. 

Ladies and gentlemen, we will continue our hearings on the Mutual 
Security Program. ‘Tho first witness this morning is the -Assistant 
Sceretary of State, the Honorable George W. Perkins. 

I would like to say for the information of the committee that this is 
an executive session, but practically all of this testimony, or av much 
as can be made public, will be included in the record of the hearings. 

Mr. Vorys, you and some of the others, and myself included, com- 
plain sometimes about a lot of material that should not bo executive 
and should be in the record. 

Mr. Perkins agrees that, except for ee of this testimony which 
must bo considered strictly secret, it will appear in tho record as if in 
open hearings. 

Mr. Vorys. As I understand it, the committee allows the witnesses 
in this sort of hearing to delete any matter in the interest of national 
security, or which is of a diplomatic or military character and is 
classified as secret, but otherwise leaves us as full a record as possible. 

Chairman Ricuarps. That is right. We would prefer the witness 
to so state, when the matter comes up, if he considers it to be strictly 
off the record. You cannot always do that. Sometimes you have 
to look it over afterwards. 


But you Posies or Secretary, we hope as much as possible’ 


of peu testimony will be in the record; is that agreeable? 
fr. Perkins. That is agreeablo. 

Chairman Ricwarps. You may proceed, Mr. Secretary. 

Mr. Perkins. Mr. Chairman, I have a statement here which I can 
read or we can submit it for the record, whichever you prefer. 

Mr. Vorys. I ask that the gentleman be granted permission to 
revise and extend his remarks in the record, aud make such comments 
on it as may be helpful. 

Ata Ricuarps. Would you like to read the complete state- 
ment 

Mr. Perkins. I think it would be better if I went through the com- 
plete statement. 

Chairman Ricnarps. You have permission to put your entire state- 
ment in the record, if you desire, and you can just touch on the main 
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points now, and then subject yourself to questioning. Go ahead in 
your own way. 


STATEMENT OF HON. GEORGE W. PERKINS, ASSISTANT SECRE- 
TARY OF STATE FOR EUROPEAN AFFAIRS 


Mr. Perkins. Mr, Chairman and members of the Foreign Affairs 
Committee, today, we are beginning discussion of that part of the 
Mutual Security Program which relates to the nations of Europe. _ I 
would fike to discuss the broad outlines of this program, to review the 
premises and conditions on which it is based, and to indicate the major 
results which we expect fromit. As the representative of the Depart- 
ment of State, I will give special attention to the current political 
situation in Europe and analyze briefly the most important political 
prebiem affecting the joint effort we have undertaken with the 
{uropean peop 

I will bo followed by Mr. Porter of ECA who will deal with (he 
economic side of the program, and by General Collins who will discuss 
the military aspects of the proposed European program. 

beliove there is little disagreement within this country about our 
basic objectives in Europe, which have been recognized and developed 
by various Haperient congressional actions during the past 5 years. 

Our over-all objective is to work with the free nations of Western 

.Europe in building and maintaining the political, economic, military, 
sand moral strength which will permit our way of life to survive and 
prosper, 

This objective is based upon our recognition of the simple fact that 
the strength and security of free Europe are vital to the security of 
the United States. 

We all know the enormous contribution which our Western 
European allies can make to our common cause in terms_of skilled 
manpower, industrial facilities, access to sources of raw materials, 
strategie geographical position, and so forth. 

Conversely, we know that tho military or political conquest. of 
Western Europe by Soviet imperialism would give the Sovict Union 
the things it needs most and overnight would more than double its 
war-making potential. In recognition of this fact, the Kremlin has 
conducted an unceasing campaign to gain possession of the power 
represented by free Europe. 

To assist the nations of Western Europe in meéting this challenge, 
the Congress of the United States, after various other aid measures, 
authorized the European recovery program, The success of this 
program is now a matter of record. A remarkable degree of economic 
recovery has been achieved, and a solid foundation laid for continued 
political stability. 

But the Soviet imperialists do not give up easily, nor do they confine 
themselves to any single strategy. As the danger of economic and 
political collapse has subsided, the threat of armed aggression has 
grown. Recognizing this threat, the United States and 11 other 
nations of tho North Atlantic community entered into the North 
Atlantic Treaty, and have undertaken to build the individual and 
collective defensive strength needed to deter, and if necessary, to 
repel, a military attack by tho Sovict Union. 
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Several members of this committee who recently visited Europe 
are alrendy familiar with our efforts to implement the treaty and with 
the results achieved. However, permit me to review bricfly our major 
necomplishments: 

Togethor, the United States and its allies have created machinery 
through which we are; coordinating our common defense efforts. As 
we have gained experi¢nee, this machinery is being constantly refined 
and improved. 

One Important development in this connection has been the estab- 
lishment of certain full-time bodies, such as the Council Deputies, 
the Finance Economic Board, and the Defense Production Board, 
assisted by expert international staffs, to carry on the work of various 
international committees which had previously met intermittently 
and therefore lacked continuity. 

Important progress has been made in integrating the military pro- 
grams of the YY fO nations. Joint strategic plans have been ayreed 
on, and are now being implemented, ‘The most striking achievement 
in this field, of courss, has been the creation of an integrated NATO 
defense foree under the command of General Eisenhower, embracing 
not only command responsibility but7atso the strategte planning 
functions formerly performed by three regional committees. 

There has been a substantial increase in the level of defense spend- 
ing. ‘The defense budgets of the European members of the North 
Atlantic ‘Treaty Organization for the forthcoming fiscal year are 60 
percent greater than the pre-Korean expenditure rate, and are nearly 
80 percent above the 1949 rate. 

There has been a significant and continuing growth in European 
defense production. ‘The production by European nations of military 
equipment and supplies is now approximately double the pre-Korean 
rate, and will continue to increase rapidly during the forthcoming year. 

All of our European allies have compulsory military service, and 
most of them in the last year have substantially lengthened their 
service periods. These lengthened periods of training, together with 
more efficient organization, Gravel military facilities and substantial 
additions to available equipment, have substantially increased the 
combat effectiveness of the European forces. 

Finally, we have witnessed a steady improvement in the morale 
of the peoples of Western Europe. There is clear evidence that both 
their determination to defend themselves and their confidence in the 
ability to create a successful defense have increased appreciably in 
recent months. 

The demonstration by the United States of its resolve to stand with 
its European allies, through its military and economic aid, its assign- 
ment of additional ground troops to Europe, and its designation of 
Gencral Eisenhower as Supreme Commander, has been a most 
important contribution to this improvement in popular morale. The 
net result is a “heads-up” attitude in Western Europe. 

While I believe that both the United States and its allies can justly 
take pride in these accomplishments, I do not. wish to leave the impres- 
sion that the job has been done, or even that a major part of it has 
been done. What we have accomplished to date serves primarily to 
prove that it can be done. 

In order to understand the task remaining ahead, and at the same 
time to appreciate the reasons why we are able to view the future 
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with hope, it is desirable to analyze existing conditions in Europe and 
some of the special problems confronting that area. 

The most striking fact, I beliove, is that the over-all political situa- 
tion in Western Europe is immeasurably better than it was a fow 
years ago. I have already mentioned steady improvement in public 
morale. Thero has also been a marked decline in the power of Sovict- 
directed communism. In most countries, party strength and voting 
strength have fallen off substantially, and oven in those areas where 
voting strength remains relatively high, the Communists have suffered 
heavily in terms of effective influence, as evidenced by the loss of 
parliamentary seats and tho loss of control over important cities. 

imultaneously, Communist influence in tho European labor move- 
ment has diminished. Tho uphill fight of the free trade union leaders 
of Western Europe against Communist domination is one of the most 
heartening developments of recent years. The success of their efforts 
is reflected not on 4 in the gradual growth of free trade union member- 
ship, but also in the failure of the Communist campaign to block the 
oading of MDAP shipments and the collapse of their loudly- 
proclaimed demonstrations against General Eisenhower. 

The governments of the western European nations, on the whole, 
are more stable than they were a few years ago. We still witness 
frequent cabinet crises in some countries, followed by a reconstitution 
of governments. While such events inevitably produce difficulties, it 
is well for Americans not to exaggerate their significance. The im- 
portant thing to remember is that, among the European members of 

‘ATO, there has not been and there is very little likelihood that 
there will be, any governmental change within the foresecable future 
which would result in a basic revision of tho defense policies of the 
nation concerned. 

We have witnessed a growing cooperation among the free European 
nations. In addition to NATO itself, such organizations as the 
OEEC, the Council of Europe, the European Payments Union and 
the Schuman plan have served to penetrate political and economic 
barriers and to help the western European nations achiove a degree 
of integration that would have seemed visionary a few short years ago. 

On the debit side of the ledger, we must consider tho fact that the 
internal Communist threat has persisted. While the danger of armed 
attack is Europe's greatest immediate concern, it ‘is clear that the 
Soviet imperialists have not yet abandoned hopo of a cheap conquest 
of Western Europe through political means. Communist propagan- 
dists are still actively seeking new bottles and flashier labels with 
which to peddle their discredited elixirs. 

As we all know, a traditional political tactic of the Communists 
has been to exploit whatever social and cconomic ills they can find in 
free societics, Despite the success of the European recovery program, 
it would be a fatal error to assume that there are no weak spots in 
Europe for them to exploit. Tho rise in the price of raw matcrials 
during the past year has again revived the threat of inflation, and retail 
prices have risen correspondingly. The lange number still voting for 

mmunists in such.countries as Franco and Italy reflects a situation 
in which millions of people still live at or below tho subsistence level, 
in which acute discrepancies in living standards and social privileges 
havo embittered the population, and in which signs of a now infla- 
tionary trend have aroused widespread anxiety. Most of these people 
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realize that their standards of living would be lower still if the Sovict 
stooges should come to power. But in countries where average 
monthly income ranges from $35 to $55 per month—where a laborer 
must work five or six times as long as an American worker in order to 
buy a dozen eggs or_a pound of sugar—it is not casy for people to 
resist the mirage of Communist promises. Even those who actually 
don’t want the Comnunists to gain control of the government some- 
times vote Communist as the only emphatic method of registering a 
Violent protest against existing social conditions. - 

While continuing to exploit hunger and misery, the Communists 
have also undertaken a major campaign to neutralize Western Europe 
by spreading terror and confusion. Thoy seck to paralyze the freo 

curopean through fear of war and occupation—to convince the non- 
Communist population that opposition to Sovict aims means devasta- 
tion of their homes and business establishments, and to threaten them 
with personal reprisals when tho Communists eventually seize 
power, At the same time, with their usual disregard for consistency, 
the Communists set themselves up as the champions of peace, imply- 
ing that the destruction of war can be avoided if the peoples of Western 
Europe will break off cooperation with the United States and accept 
the octopus-like embrace of the Soviet Union. 

A basic feature of this campaign, of course, is a relentless propaganda 
attack upon the United States and its motives in Western Europe. 
The Communists accuse the United States of a desire to launch a pre- 
ventive war, in which Europe would be the main casualty. They 
charge that the United States secks to destroy the sovereignty and the 
independence of its European allies and reduce them to the status of 
satellites. They call American policy inconsistent and whimsical 
and predict that tho United States may at any moment. suddenly 
decide to abandon Europe to its fate. They declare that the United 
States is solely interested in Europe as a base for warfare against the 
Soviet, and view the Europeans only as potential cannon fodder for 
American military designs. 

We know that these charges are false, and the great majority of the 
western Europeans also know that they aro false. Nevertheless, the 
widespread fear of war and the fact that many Europeans are confused 
about the real policies and intentions of the United States combine 
to provide a tempting target for the Communist political artillery. 
It is indeed encouraging to note that, despite these tactics, the Com- 
munists have thus far failed in their campaign to capture Western 

curope. 

To a considerable extent, the doubt, fear, and suspicion which still 
linger among the people of Western Europe result from the simplo 
fact that free Europe is not yet capablo of building the strength it 
needs without assistance. 

Many people often ask why this is truce. In viow of free Europe’s 
reat human and material resources, it is natural to ask why our 
“uropean allics can’t build adequate defenses solely through their 

own efforts. 

This, of course, is one of the key questions underlying the wholo 
program. Tho answer involves a number of political, military, and 
economic facets, and wo will undertake to provide whatever infor- 
mation the Congress needs on this subject. At this time, I will 
confine myself to a brief summary of the major reasons why freo 
Europe needs help in building its defensive strength. 
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Theo chief problem is the time clement. Over a long period of years, 
it is possible that Western Europe, acting alone, might be able to 
roduce sufficient strength to play its proper role in the defense of the 
ree world. But the Sovict threat is immediate. Our own security 
and that of other frec nations demand that strong defenses be built 
uickly enough to forestall the designs of a ruthless Sovict dictator- 
8 ip to which weakness is an ever-present temptation. 
ur allics cannot meet this deadline solely through their own re- 
sources, They do not have the industrial plants required to produce 
the quantity of modern heavy weapons which have been found essen- 
tial to effective defense against present-day attack. More important, 
their total economic capacity is not great enough to enable them to 
purchase these weapons or to bear fully the other costs of an adequate 
defense program, The European peoples have launched a substantial 
defense effort and have accepted heavy sacrifices. They are prepared 
to accept even more painful sacrifices. But let’s remember that there 
just is not much fat for them to cut away. The knife doesn’t have to 
go far before it hits bone. We must keep in mind, for example, that 
the gross national product of our European alties, divided on a per 
capita basis, comes to only $597 per annum as compared with $2,143 
in the United States. Nothing whatever will be gained, cither for 
our own security or that of other free nations, if Western Europe avoids 
military disaster only at the cost of economic disaster. If the in- 
Nationary trend I have already mentioned gets out of hand, the entire 
defense program will go up in smoke. Morcover, an economic break- 
down would simultancously pave the way for the ever-alert Com- 
munists to take over free Europe without firing a shot. 

The Communists derive‘a unique advantage from their ability to 
apply strong military pressure and strong politico-cconomic pressure 
simultancously. In'the same way, the ability of the Soviet Union 
to concentrate on building its military machine in total disregard of 
human values also provides them an immediate advantage. There 
can be no doubt that if Western Europe were organized irito a gigantic 
slave state, on the Hitler or Stalin model, the speed with which 
military instruments are created could be increased. In fact, I am 
sure this is exactly what would happen if the Russians took over 
Western Europe. But neither our own people nor the people of 
Western Europe would ever consider any such alternative. There is 
little profit in becoming slaves in order to defend-ourselves against 
slavery. And we are convinced that the imagination, skill, and moral 
determination of free peoples will always, in the long run, offsct 
whatever temporary advantages a slave socicty may possess. 

In concluding this review of the current situation in Western 
Europe, I would sike to take note of the political differences which 
occasionally arise between the United States and its allies. Wo all 
know that differences between free nations are inevitablo, but we 
should be careful not to exaggerate their significance. And we should 
never forget that the things we havo in common with Western Europe 
are much more important than the things in which we differ. It is 
useful for us to remember always that the basic issue dividing the 
world today is not a struggle between the American way of life and 
the Soviet way of life. Instead, it is a struggle between the Sovict 
way of life and overy other way of life that freemen have over known. 
We are not seeking to remake the remainder of the free world in the 
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image of America, but are secking to prevent its being pounded into 
a new and horrible shape on the anvil of Communist tyranny. 

Tet me turn now to the proposed vid program for Europe and 
coi:sider how it fits into the preture I have presented. As you know, 
wo are proposing an aggregate of $5,293,000,000 for military assistance 
to free Europe during fiscal year 1952. Most of this money will be 
used to provide what we call military end items—tanks, guns, planes 
ammunition, and so forth—to the NATO countries, although a small 
part of the sum will be used for military training and technical 
assistance. We are also proposing $1,675,000,000 in economic 
assistance to 34 countries. These include eight NATO countrics, 
Belgium, Denmark, France, Iceland, Italy, Luxemburg, the Nether- 
lands and Norway, and six non-NATO countries, Austria, Grecce, 
Trieste, Turkey, Western Germany, and Yugoslavia. 

While proposed assistance has been separated into “military” and 
“economic” components, there is actually no such sharp distinction 
between these two parts of the program. Military aid and economic 
aid are closely interlocked, and both are directed toward the same 
basic objectives. A strong defense must rest on a balanced and stable 
economy. Taken as a whole, the program may be expected to yield 
these major results: 

The military-aid program will directly provide our NATO allics 
with the military instruments which are essential to the effective 
build-up of their armed forees, and which they themselves cannot 
produce rapidly enough to build an effective shield against the military 
might of a Soviet dictatorship whose threat is immediate and constant. 

he proposed economic aid to our NATO partners will serve as 
the hard core of an es panded European program of military produc- 
tion, permitting our allies to move forward with a total defense effort 
far out of proportion to the amount of aid received. At the same time, 
the aid program will make it possible for this European rearmament 
effort to be carried out without destroying the economic foundations 
on which it depends. Expanded armament output requires imports 
of machine tools and raw materials. Expanded defense budgets create 
further inflationary pressures which cannot be held in check without 
imports of essential goods. The proposed economic aid Will help 
finance the necessary purchases from the dollar area. 

The assistance proposed for the European countries oulside NATO— 
Austria, Greece, ‘Purkey, Trieste, Western Germany, and Yugoslavia— 
is designed to meet somewhat different needs in each country, which 
we can discuss in more detail later. In general, however, all this 
assistance will help to strengthen these important stretegic arcas 
against Communist political and military aggression and will contrib- 
ute both directly and indirectly to the security of the entire free world. 

The aid program as a whole, in addition to its direct contribution to 
military strength, will give additional impetus to the rising determina- 
tion and confidence among the European peoples. A nation’s will to 
resist is closely related to its capacity to resist. It is hard for a man 
to work at anything if he feels that ho doesn’t havo even a fighting 
chance to succeed. Buf once ho is given this fighting chance, once he 
knows that his task is not hopeless, he has a real incentive to reduce 
still further the odds against him. As western Europe’s defenses be- 
come stronger, so will the people’s deterinination to assure successful 
defense. To many Europeans, the idea of victory has little meaning 
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if it comes after occupation and annihilation. But when they realize 
that Europe can be successfully defended in the first instance—that 
their homes need not be overrun and their families broken up—I be- 
lieve they will do everything possible to insure that it is defended. 
And I am also convinced that the knowledge that both the United 
States and the European nations are firmly committed to tho initial 
defense of Western Europe, and not just to its ultimate liberation, will 
do more than anything else to discourage the Russians from under- 
taking a suicidal military gamble. 

In discussing the political situation in Europe, it has been necessary 
to deal to some oxtent with intangibles. There is no statistical formula 
by which a given number of guns may be coriverted into a measurable 
quantity of political stability, or individual income into a precise level 
of popular morale. But theso intangibles aro nevertheless real and 
moponant. Faith and courage are as important to an army as guns 
and ammunition, and the beliefs and hopes of a people are as essential 
to their survival as meat and bread. 

_ For years, the Soviet Union has regarded tho political and social 
ideals and institutions of the free world as its No. 1 target. For the 
Soviet dictators know that the long-term struggle confronting the 
world is a battle for the minds of men. They know that freedom is 
not an abstraction. They regard the existence of a free society any- 
where on earth as a constant threat to the slave system which they are 
trying to maintain and propagate. They realize that no tyranny 
can ever be secure so long as the people bound under its yoko can sti 
catch glimpses of the light of freedom in other lands. 

To me, the aid prosram now being presented to the Congress repre- 
sents a very sound investment. It is an investment in military power 
which is-of direct and immediate concern to the safety of the United 
States. It is an investment in economic health which is both vital | 
to the immediate defense effort and essential to the long-run security 
and prosperity of the entire free world. And last but not least, it is 
an investment in a way of life and a common civilization that has 
brought mankind more progress and happiness than any other the 
world has ever known. ; 

Chairman Ricaarps. Thank you, Mr. Secretary. We will now 
proceed under the 65-minute questioning rule. I have one or two 
questions. : 

Will you please turn back to page 6 of your statement, the second 
paragraph down from the top? Would you break down that figure of 
$5,293,000,000 for us? 

tr. Perkins. In which way would you like it broken down? 

Chairman Ricnanps. I would like to know about the end items, the 
military assistance and technical assistance. That is what you men- 
tioned as coming under that. 

Mr. Perkins. I think perhaps I could refer that to General Scott. 
I have the breakdown by countries on that. General Scott, do you 
have the breakdown? 

General Scorr. By countries? ; 

Mr. Perxins. No; the chairman would like the breakdown be- 
tween end items, technical assistance, and military assistance. 

airman Ricuanrps.. That is, over all. , ; 
_ Genoral Scorr. Five and a quarter billion for military assistance, 
which is broken down as follows—— 


? 
} 

/ eas 
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Chairman Ricuarps. We can get that later. You are talking 
about regions, is that right? 

General Scorr. I can give it to you any way you want it. 

Chairman Ricuarps. How much did you say the military items 
were for the whole thing? 

Gencral Scorr. Five and a quarter billion for military. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Vorys. 

ae one Are we going to run through to get economic and 
point 

Chairman Ricuarvs. We can. General Scott, of course, will 
testify more definitely about regions in regard to the military. if you 
want to go into this other question, go ahead. 

Mr. Vorys. No questions. 

Chairman Ricuanps. Mr. Gordon. 

Mr. Gorvon. No questions at this time. 

Chairman Ricnarps. Mrs. Bolton. 

Mrs. Botton. No questions. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Cannanan. No questions. 

Chairman Ricuarps. Mr. Smith. 

Mr. Sstitx. 1 will pass. 

Chairman Ricuarps. Mr. Ribicoff. 

Mr. Risicorr. I am concerned that this is another statement with 
a lot of generalities, more or less in different words, but similar to 
what we have heard so far. 

I would assume that in oxecutive session, and Mr. Perkins being in 
charge of a most vital area of the world, one of the most vital, we would 
hear a little different angle of what is going on there in Yugoslavia, 
what pressure is on Yugoslavia at the present timo, also the questions 
of Turkey and Greece. I believe that comes within Mr. Perkins’ 
jurisdiction. 

I have no special questions to ask. I would like my 5 minutes 
peken up by a little moro specific explanation from Mr. Perkins. That 
is a. . 

Chairman Ricnarps. Mr. Perkins, can you answer his question? 

Mr. Perkins. Might I say this was prepared for the public record. 

Mr. Risicorr. We are having three sessions a day. I apologize, 
Mr, Chairman, if I am intruding here. ‘ But my feeling is that I have 
nothing to learn from a statement like this, which is full of generalities. 
We have heard a lot of it. 

We had better start getting more facts if we are to get out a good 
bill that means something. 

Mr. Futton. May I add my 6 minutes, because my questions 
were going to be on Yugoslavia. I would like to hear what they are 
doing, and I think that should be public. 

Mr. Roossevert. This is an executive session? 

Chairman Ricuarps. This is executive session. But as I stated 
awhile ago, most of it will be screened for inclusion in the open record, 
by oe very strict security matters. one 

Mrs. Bouton. I wonder if you would announce what you said in 
the beginning before these gentlemen came in, about the nature of 
the hearing. 


wena THe, y 
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Clisirman Ricnarps. I announced that both the Chair and tho 
witnesses are as anxious to put as much of this testimony’in the 
record as they can. This is a mild form of executive session, because 
wo want to get as much of it in the record as possible. The witnesses 
have agreed to put most of it in the record for the benefit of the 
committee itself. So we remain in executive session. —_ 

I do not belive you were here, Mr. Roosevelt, when that statement 
was made. : : 

Mr. Ribicoff, Mr. Secretary, has raised the question of Yugoslavia. 
Maybe you could tell us a little something more definite about that. 

Mr. Perkins. I would be glad to. As you remember, last winter 


‘ we came before the Congress and askéd for $70,000,000 for the Yugo- 


slav emergency relief assistance. That was granted, That monev 
has been spent. Tho food has arrived in Yugoslavia and has carried 
Yugoslavia through this drought period. : 

Their crop situation at the present is favorable. The only difficulty 
they have had so far this year has come from floods rather than from 
drought. That may to some extent impede their ability to export 
foods from this current crop. But it certainly is not serious enough to 
in any way impair their apiily te feed themselves. So that part of the 
Yugoslav situation seems to be getting in order. 

ou will also remember that this spring, because of the raw material 
shortage in Yugoslavia, we used 29 million dollars of military assistance 


,, tosupply raw materials which could be used in support of their military 
erperisation to help out their raw material situation. 


hat money has been either all spent or committed, and most of the 
goods are on the way, aihougn some will not arrivo for a fow wecks yet. 
Despite those two acté, which accomplished their purpose I believe, 
Yugoslavia is still in a difficult situation. As I explained hero before, 
their balance of payments situation is critical. And until they can 


‘ build up their investments in Yugoslavia to produce moro of the things 


that they themselves need without imports, and to produce additional 
exports, they will have a balance of payments problem. . 

e have been Wouske with the British and the French on that 
problem. We havo worked out an understanding with the British 
and the French that thoy will participate in making up that balance 
of payments deficit, With them we are.approaching other countries 
to obtain their participation also. Our share of this aid program for 
fiscal 1952 is now planned at approximately 60 million dollars, which 
is included in this estimate which is before vou. It is impossible to 
provide final figures until the negotiations with the smaller countries 
are completed. ” 

(Discussion off the record.) 

Mr. Perkins. We are pleased that the British and the French have 
been willing to come forward and take that part of the burden. We 
think it is an encouraging sign. 

Mr. Jupp. Do they provide that in dollars or in their own currency? 

Mr. Perkins. Presumably in their own currency. Goods thoy can 
acauire in their own currency or available from their own production. 

Chairman Ricnarps. Your time has exptred, Mr. Ribicoff, but 
Mr. Fulton has suggested that his 5 minutes be taken on the samo 
subiect, Will you continue on the same subject, Mr. Perkins? 

(Discussion off the record.) 


t 
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Chairman Ricnarps. Does the gentleman yield to Dr. Judd out of 
his (ime? 

Mr. Funtox. It happens to be my lime. 

Chairman Ricnarps. But he has control of it. You gave Mr. 
Ribicoff his time. 

Mr. Funton, IT said to add my own to Yugoslavia. 

Chairman Ricuaros. That. is out of order, under those circeum- 
stances. Mr. Ribicoff, your time has expired. Mr. Merrow. 

Mr. Mrnrow. Mr. Perkins, on page 3 of your statement you have 
referred to the growing cooperation among the free Eurdpean nations 
and have cited the OKEC, the Council of Europe, the European 
Payments Union, and the Schuman plan as evidence of this fact in 
the political, economic, and ynilitary fields>- -. 

Is this cooperation as gréat as we have reasonable right to expect? 

Mr. Perkins. Thotis a difficult question to answer, It certainty 
has not been as great as we have hoped for. 1 think,‘on the other 
hand, that perhafs it is fair to say that it has been as great as wo 
had any reason-fo expect. =. ~ ae . ‘ 

The problenfs of integration ard very great. AVhen you suggest to 
sovereign as that they give up part of their sovereignty, you get 
into serious Complications. Pf i od ee \ 

J think given that fact, what the Europeans havé doye, particularly 

the initiative which they sheets took of thé Schtiman plan} has 
becn very pitcouraging. _ f { oa Ne 4 \ 
It is too, carly yet to talk Yer muéh Abou} how far the Euroyfean 
army mayiget. But there pgain their injtigtive in-stggesting {hat 
a European army ba formed, which in/subsshnce would give up!one 
of the mos} critical 'points“in\ nationdl soxerdiguty, I think shows 
they are ready and willing to go‘quite a le Mf way in-integration/ 

Mr. Mann w. Is it correct to stafé that until thére is a Anuch 
greater degred of integration, cconomirally snd politically. it Gill be 
necessary for us to continue assistance to Western Europe? / 

Mr. ech ates Se sure that a greathr deprce’of integration would 
strengthen Europe economically. ,I'do not think it is cgrfect to say 
that wo will have to.continue that assistance until thet integration 
has been achieved. Be ee 

Mr. Merrow. But the preater the integration the smafler the need 
will-be for our assistance, is that right?---"— ; 

Mr. Perkins. You get into a time factor there. And J am not 
sure that the integration cconomically can come fast enough to make 
a very marked effect on our assistance. 

You have economic problems in Europe which simply take time. 
I was talking with a foreign minister as to the problems in his country 
with a ncighboring country. 

He said that if the tariff barriers were taken down between those 
two countrics, 60 percent of the labor force in his country would be 
unemployed immediately. . 

They have to take and they are taking steps to improve their costs 
and their productivity, so they can take those tariff barriers down. . 

Until something is done along those lines, which is a time-consuming 
process, it is not feasible to take down those barriers. 

Mr. Merrow. What would you say they are to do in the immediate 
future to accclerato integration? ; 


ra 
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Mr, Peuktns. I think the lines along which they are working are the 
ones along which they should work, and we should endeavor to help 
them, particularly on the sido of economic integration, which from the 
point of view of over-nll econamie strength and their individual ability 
to defend themselves, is (he most important. 

Mr. Merrow, It seems to me if thoy have not advanced as rapidly 
as we had hoped for that perhaps there is something lacking here. 

T have heard many poaple say, “Well, they hiave not integrated as 
rapidly as we hoped they would.” What is the basis for hoping that 
thoy could integrate more rapidly? . 

Mr. Penkins, Ido not think you always have a basis for vn hope. 
I think that is perhaps the difficulty with that, and that wo in our 
enthusiasm have perhaps hoped for more than, as D think FE indicated, 
was reasonable to expect. 

Chairman Ricwarps. ‘The gentleman’s time has expired. Mr. 


v8. 

Mr. Ways. Mr. Perkins, when General Eisenhower was bere he 
spoke of Germany as being in a separate category, Cint he could not 
move on military programs until certain policy matters were deter- 
mined, 

Now Germany is ineluded in the economic plans? 

Mr. Perkins. Yes. 

Mr. Hays. You refer to that on page 8. That. program of economic 
aid in Western Germany at least is something of an exception to this 
general assertion that we have been making, that economic and mili- 
tary aid is tial up together, is it not? How can we be eatirely con- 
sistent on that point? 

Mr. Perkins. The strength of Germany depends on further eca- 
nomio assistance. Germany is not yet in a position where it can 
build up its own armed forces. When it is in that position, tho 
economic strength of the country will be very important to that 
effort. So this is a preliminary, if you will, as the European program 
was to tho ability of Europo to build up its forces. 

Mr. Hays. I am not guestioning tho fact that aid_is justified in 
tho light of that hopo. of course, you can understand how wo have 
certain reservations just as, Tam sure, General Eisenhower had about 
Germany’a future. . 

I do not want to take too much time on that. But what is your 
feeling about. the German people's attitude? Are they going to be 
moro reasonable about their own plans, militarily, in the light of the 
great exposure themselves? It scems to mo their official attitude has 

een disappointing. What is your feeling about it? . 

Mr. Perkins. P think that is a question which you could more 
properly ask Colonel Byroate, who heads our German office. 

I might givo you a very brief and somewhat general answer. The 
Germans dnd themselves noxt to tho Russian-dominated countries. 
They aro in the most exposes position. They are therofore concerned 
that beforo they start to rearm that there should bo somo reasonable 
prospect. It is tho samo thing I indicated in my general remarks, 
that the dofonso will be auccessful. Thoro is no point of getting into 
a defonso that will be unsuccessful. That is ono of the things that 
concerns thom. I think the actions that have taken place in the last 
6 or 0 months havo gone a long way to dispel that foar that thoy have. 

They havo another fecling which I think is fairly gonerally held in 
Germany, which is that they do not themselves want to have a na- 
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tional army. ‘They would nwel: prefer if they are to rearm to be part 
of some larger military concept than merely a German concept. 

Mr. Mavs. You find that feeling is pretty peneral? 

Mr. Persins. That is reasonably general, as Dunderstand it. ‘To 
that extent they are on the same side of the argument that the Freneh 
ore on. 

Mr. Hays. Ht poses a very difficult problem. Tn ather words, it is 
ina class by itself; is it. net? 

Mr. Peukins. That is quite right. 

Mr. Hays. You mentioned the eight NATO countries. There are 
four others, are there not? Fam just trving to get my own thinking 
clear on that. We are giving no aid at all to the United Kingdom in 
this $1,675,000,000? 

Mr. Perkins, That is right. 

Mr. Hays. Mere are 12 NATO countries, are there not? 

Mr. Penkins. Portugal, 1 think, is the only other NATO coun- 
try--—-: 

“Mr. Hays. Portugal, the United Kingdom, Canada and oursetves 
make up the 12? 

Mr. Perkins, Yes. 

Mr. Hays. So that really in Western Europe the UK and Portugal 
are the only ones in NATO that do not share economic aid. You 
have not discussed Spain. Is there anything you want to add in the 
light of more recent developments and the conversations that have 
been held on that? 

Mr. Perkins. 1 think you are referring to the military side of the 
thing in Spain. As you know, we believe that Spain can be of assist- 
ance in the defense of Western Europe. 

It becomes a very complicated problem because of the feeling of so 
many Europeans, which is shared also by a fair number of people in 
the United States, that we should not try to take France into our 
fainily. 

However, we felt that despite that there were certain minimum 
arrangements we should attempt to make with Spain. As was indi- 
cated in the paper this morning, they constituted langely the right to 
use facilities in Spain. 

(Discussion off the record.) 

Mr. Penkina. That is in general what we are thinking about dis- 
cussing with Mr. Franco at tho present time. 

Chairman Rreuarps. The gentleman’s time has expired. Dr. dudd. 

Mr. Jupp. Since Phave used 1 minute of the time of the gentleman 
from Pennsylvania, | will yield 4 minutes of my time to hin. 

1 would Tike to pursue (hat which T was not able ¢o finish carlior. 
Is there objection to putting into the record what. other countries 
are providing? 

(Discussion off the record.) 

Mr. Penkins. May we consider that and see what kind of a state- 
ment wo can put in the record? 

(The information referred to is as follows:) 


UK. and French Contributions to Yugostar Aid Program 


Creat Britain and Franco are going to provide a aubetantial share of tho accdat- 
ance to Yugostavia under the recently negotiated (ripartite program. We also 
hopo other countries will make some contributions, Of tho amaunt which the 
throo Governments aro to provide—and thie amount ts not fixed because wo don’t 
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know exactly how the situation will develop during the year in regard to Yugo- 
slavia’s trado and debt payment situation—tho British and French together will 
put up slightly over one-half of what wo put up. This fs a significant factor tn 
reducing the potential burden on the United States. It also provides a conerete 
pret of the common interest of the western nations in Yugostavia’s continued 
ndependence, 

Mr. Jupp. The more we can show they are doing the better off 
we are in presenting the case before Congress; is that right? 

Mr. Perkins. Right. 

Mr. Jupp. Thank you. 

Chairman Ricuaros. Mr. Roosevelt. 

(Discussion off the record.) 

Mr. Roosrvect. The next question is, Do vou feel that the program 
voted by Congress by the loan formula last year is the most effective 
way to extend Uncte Sai’s dollars, or do you feel with Mr. Hoffman, 
who did not express any political attitude but simply an cconomic 
attitude, that he considered the loan formula to be a very good one, 
and that we would have gotten more for our dollars, the 623; million, 
if we had used the ECA formula? 

Do you think we should consider bringing Spain into the ECA 
set-up, or under unilateral administration by ECA, or the successor 
thereto, or should we set up a separnte ECA for Spain? 

Mr. Perxins. Let me answer part of that question and then refer 
the other part of it, if I may, to Mr. Porter. On the question of 
bringing Spain into ECA, you would simply agitate the feeling in 
Europe toward Spain, and would make it more difficult for us to do 
what we think is desirable to do on the military side of the situation. 

I think from that point of view we should avoid that particular 
action now and in the iminediate future, certainly. 

I think Mr. Porter can perhaps answer better on the question of 
loans versus grant aid. 

(Discussion off the record.) 

Mr. Vorys. Will the gentleman yield? 

Chairman Ricuarps. The gentleman’s time has expired. I think 
you have a half minute. Of course, we want Mr. Porter, when he 
testifies, to go deeper into that. 

Mr. Roosrvett, I have a great deal more to talk about on this 
subject. I will be glad to yield my half minute to-you, Mr. Vorys. 

Mr. Vorys. You say we have had no economic ECA mission in 
Spain. Why is that? Is it not because although the law directed 
ECA to make the loans, ECA turned it over entirely to the Export- 
Import Bank? 

Mr. Porter. The law gave us the responsibility. . 
mate Vorys. Did Spain prevent you from having an ECA mission 
there? : 

Mr. Porter. Nor have they proposed that we have one. 

Mr. Vorys. The law proposed that you have one. 

Mr. Porter. That is not my understanding, Mr. Vorys. 

z chetman Ricuarps. The gentleman’s time has expired. Me. 
ulton. n 

Mr. Futton. The questions that have been previously raised and 
which should be touched on in detail, I should like to outline shortly 
so we can get some statement later for the record. ; 

For example, first, the church prisoners. What has been done since 
my amendment of last year directed toward releasing the church 
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prisoners and toward freedom of religion that I had tried to put in asa 
condition of granting aid? 

Secondly, how about political prisoners? And how much of a re- 
lease was there last December when it was announced they had almost 
an amnesty? 

I would like to know the provisions of that amnesty. 

Thirdly, what about the return of the Greek war orphans? What 
number are not returned, if there are any not returned? Also, I 
raise the question if there are any in the country that are hidden and 
ere is no opportunity given to the Greeks to find out where they 
might be. 

Next, in regard to the Trieste question. What progress is being 
made toward tho settlement of that problem? 

What about the Carinthian question? Is that being settled? Drew 
Pearson wrote a short time ago that there were certain areas of 
Yugoslavia where there was almost the equivalent of an armed opposi- 
tion to this Government. What areas are they and what people do 
they have that refuso to accept the present Yugoslav Government? 

In addition, in this country we have the protien of dual citizen- 
ship. The Yugoslav Government claims that the citizens of the 
United States are still citizens of Yugoslavia. Thiat is also true of 
former Yugoslavs now in Argentina, 

What is the progress on the Yugoslav Government giving exit 
visas and exit permits to those people wishing to emigrate? I under- 
stand there are a number of families who have always been for free- 
dom in Yugoslavia and he will not permit those families to emigrate 
or to be reunited with relatives, liusbands and wives, fathers and 
mothers now permanent residents and citizens abroad. If you want 
some nanies, I will give them to you. I certainly want those families 
reunited. 

In addition to that there is the question of the treatment and re- 

ression of certain minorities and ethnic groups. I would like to 
Hear about the current status of these groups in Yugoslavia. 

In Greece, when we had to go in to aks up the balance of pay- 
ments deficit, we insisted upon representation in a policy committee 
in connection with the Bank of Greece operations. The British had 
done the same thing. I would like to know if we are doing the same 
in, Yugoslavia and, if not, why. not. Why are wo not adopting the 
Greek formula? That was the chief complaint of this committee on 
China, that the administration did not adopt the successful formula 
in Grecco in dealing with that government. 

If we are making up the deficit of that nature and are making 
commitments, I think Congress should first be asked for the authority 
to pattie in the fundamental financial decisions of the government. 

And at least if the United States is going to spend its money, and 
insure any deficit that comes up, we Sou d have some say as to the 
currency and financing level, at the level of the Bank of Yugoslavia. 

I am interested in the various freedoms in the school systems, and 
in the cultural institutions. I would like to know what is the progress 
since we have given the aid last year towards permitting freedom of 
expression, and toward taking off the terrific slant of untruth and 
propaganda in tho school system about the United States. 

6 are still being called imperialists by many of the Tito groups. 
And in addition are being told that we are part of the imperialist 
group that will finally have to bo eliminated. 

85708—61——27 
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I would like to know definitely. whether that has been changed. 

Chairman Ricuanos. ‘Phe gentleman’s time is up. Mr. Seeretary, 
ho gavo you a largo order there. If you nuswered it you would tear 
tho 5-minuto rule all to pieces. Will vou provide that for the record? 

Mr, Penxins. T have the answers to some of those questions, but 
on others I have not. the most up-to-date information. 1 think if 1 
provide it it will bo better, 

Chairman Riguanps. It will be provided for (he record? 

Mr. Perkiss, Yes. 

(Tho material referred to is as follows:) 


Freevow or Renteion 


The United States Gavernmont has continued to make known to the Yugoslav 
authorities ita attitudo toward finpairment of religious freatdom in Yugoslavia 
and to press for improvement in this cofnection, There has been uo basie change 
with regard to the situation regarding chureh members who are imprisoned or 
toward freedom of religion. There have beon a number of instances on non. 
fundamental issuca of efforts on the part of the Yugoslav Government to be 
more conciliatory in its eclations with the churehes, The Roman Cathotic 
Bishop Peter Culo of Mostar and the Servian Orthodox, Bishop Varnava Nastic 
of Sarajevo have been released fram imprisonment: prior to the expiration of 
their sentences although neither has been permitted to resume his former eecle- 
eiastical duties, On June 2 tho Yugoslav Government informed the Holy Seo 
through the Papal representative at Belgrade that it was prepared to rolease 
Archbishop Aloysius Stepinac of Zagreb from imprisonment provided that he 
leave the country. Tha Uoly Soo replicd on July 2 that, as the Archbishop 
prefers to remain near the mombers of his archdiocese it dees not intend to impose 
& romoval from Yugoslavia as a means for sceuring his release, State controls 
at tho parish level continue relaxed su that attendatce at religious services remains 
freo and unimpeded. 

Amnesty FOR PRISONERS 


Tho Yugoslav press announced at tho beginning of the year that approvimately 
11,700 prisoners were being released prior to the expiration of their sentences, on 
the basis of ainnesty deerves of the Federal and regional governments of Yujo- 
alavia. It appears that most of the persons involved had been sentenced for 
falting to meet their compulsory food-delivery quotas, for sheltering fugitives, 
and for minor criminal offenses, [t dues not appear that the toxts of these 
ainnesty deeres havo been published. 


Return or Greek Cupren Frow Youeosnavia 


The progress already made with regard to resale to Grvece the children who 
were removed from their hoines during the period of guerrilla warfare nay go a 
considerable distanco toward clarifying and resolving this problem, 

On November 25, 1950, 21 children were returned (o Greece, a second group of 
§4 children was repatriated on March 14, 1951, anda third group of 214 children 
was returned on May 27, 1951. In addition, about 100 children have left 
Yugostavia to join thelr parents who have emigrated to Austratia. ‘Through the 
assistance of a mission from the Swedish Red Cross, which at the invitation of 
the Yugoslav and Greek Hed Cross Socictica has interecded in this matter on 
behalf of the International Red Cross, it is capected that in the next few months 
approximately {00 additional children will be returned. The Swedish Red 
Cross mission visited Yugoslavia and Greece in the spring. While in Yugostavia 
the mission Inspected Yugoslav camps in which Greek children reside to identify, 
and to prepare and check lists of, those to be repatriated. The activitica of the 
Swedish mission have been directed toward the return of children to parents in 
Greece who have homes in which to receive them and who request their return. 

It now appeara that of an approximate 10,000 children who formerty lived in 
Greeco but are now in Yugoslavia, the great majority are living with thelr parents 
who aro part of an estimated 30,000 persons, principally members of the Slav 
Macedonian minority from northern Creece, choosing to remain in Yugoslavia 
aftor the collapses of the guerrilla war in Greece, Of the remainder totaling about 
1,800, many of whom are also ethnically Slavs, some are orphans or cannot be 
identified while others are children of parents now residing in Comloform caun- 
tries; several hundred are considered likely to be eligible for repatriation. 


' 
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TRIESTE 


There is no Cundamental change in the situation with respect to the Free 
Territory of Tricste. Tt is obvieus that both Italy and) Yugoslavia, che (wo 
nations mast dirvetly concerted, would benefit ia bilateral settlement could be 
worked out between them, since only the Soviets and Ueir allies profit: by the 
present tension over Trivste, Uowever, long-standing territorial questions are 
noforiousiy difficult (o solve, and this ia one on which strong popular sentiments 
are invelved on both sides. [tis apparent feom information reaching this Gov ern- 
ment (hata propitious moment has now yet arcived for achieving a workable 
solution of this proffer, 


Trek CARIN CHIEAN QUESTION 


Following World War Ul, the Yugoslav Government advanced a territorial 
claim against Austria iivolving a sizable portion of the provinee of Carinthia snd 
a smaller portion of the Province of Styria. This elaim was considered in the 
Council of Foreign Ministers tp 1997, 1998S, and 1909 daring: pegotintion of the as 
yet uncompleted Austrian Treaty. Pathe course of thee delibcirtions Che claim 
was modified on several ocessions by Che Yugoslav Government. Howas ropteted 
fromthe start as unjustified by Che United States, British, aud Feenoh delegations 
at these treaty confereneys, and ultimately in June 1919 it wes mjected by the 
Soviet delegation as well, folowing the brosk fn Jane 1a8 between Vusostavia 
and the Comioform. Thus the frontier iene no longer is one of the obstacles 
hotding up conclusion of the Austrian settlement. Un the intervel sinew 1010 the 
Yueoslay Gowrament bas cessed to press the territories! of reparation elsim it 
had advanced against Austria during 1965-19, and cher has been a steady 
improvernent in Austro- Yugoslav relstions, dnaddition ¢o virtual satution of the 
ieue of Austrian oationals beld in Yugoslavia as prioners of war following the 
conclusion of hostilities, the Sustro-Yuasosleyv frontier bax been reopened, and 
Credo and normal diplomatic relations berween the two countries have been 
resumed, 


Exit Perasits ror Unireo States Citizens anp Turik Revatives 


In November 1950 the American Embassy at: Relurade Rave to the Yugoslav 
Government a list of about 300 persons having close ties in the United States, 
who were regarded by this country as American citizens but by Yugostavia as 
its nationale. The Yugoslav Government agreed fo consider (is lst favorably. 
These persons appearing in the list had been trying for a number of years to 
leave Yugoslavia. Between November 1, 1950, and mid-July 1951 about 250 
of these dual nationals and 30 of their non-American relatives left: Yugostavia 
for the United States, Approximately 30 others whose names wer inchided 
among the 300 persons discussed with the Yugoslav authorities in November 
have since Indicated to the American consular officers in’ Vugostavia that they 
do not wish to travel to the United States at this time. The applications for 
exit visas of the remainder are still under review, 

In April 1951 the Ainerican Embassy submitted to the Yugoslav Government 
aseeond fist of duat nationals tn Yucosfavia desiring to come to the United States 
but without close ties in this country, As yet only a few of the persons included 
in this list have been issucd exit visas, 

The Embasy at Belgrade is reviewing the remaining cases of persons in Yuso- 
alavia clalining American citizenship, with a view to adding their names, if their 
citizeaship ix estabtished, to cither the list submitted last: November of persons 
with close Ues in this countey or to the second list submitted in April of persons 
without such ties. Attention fis also being given (o fackitating the departure 
from Yugoslavis of non-American relatives of United States citizens, where it is 
possible to document theo persons for entry into this country, While progress 
n this regard has been alow, there are indications that the Yugoslav Government 
{fs showing inereasing awarencas of the humanitarian principles involved in per- 
mitting familics to be reunited. 


Minority Grovrs iy Yuaosnavia 


In addition to the major Yugoslav cthnle groups (Serbs, Croats, Slovenes, and 
Maccdonians) who together forin approximately 83 percent of the total population, 
there are a number of minority groups. These groups have lived in (ho same arcas 
for gencrations and are well intermingled with the other people around (hem, 
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although the largest ethnic minority group, the Albanians, which numbers about 
750,000 persons, is also the most compact. Other groups are the Hungarians 
(500,000), Rumanians and Viachs (165,000), Czechs and Slovaks (125,000), 
Italians (80,000), Bulgarians (60,000), Germans (55,000), Ukrainians (35,000), 
and Russians (20,000). In 1951 the Germans (Volksdeutsche) formed the 
largest minoritv but most fled or were expelled during or following World War II. 
Most of the 10,000-15,000 Jews who survived the war have emigrated to Israel; 
less than 7,000 remain. . 

While the present regime manifests considerable concern for the welfare of its 
minority groups and thas accorded some of them a status which they did not 
previously enjoy, there has been considerable emigration from among particular 
Groure. principally the White Russians and Italians, in addition to that by the 

ews. After World War I a sizable number of refugees from Russia settled in 
Yugoslavia, many of whom became Yugoslav nationals. Some collaborated with 
the Germans during World War IE. Following the war the present Government 
revoked the Yugoslav citizenship of all persons of Russian origin. Some who took 
Soviet citizenship chose to return to the Sovict Union but most either ficd to the 
west or continued a precarious existence in Yugoslavia. As the result partly of 
pressures placed upon them after the Yugoslav-Cominform break by the Yugoslav 
authorities, concerned over the security aspects of the problem, over 2,000 left for 
the United States-British zone of the Free Territory of Trieste during 1950, and 
the movement has continued during 1951. 

Asa mesa gd of the boundary changes between Italy and Yugoslavia 
following World War II, the size of the Italian minority was considerably in- 
creased. Many Italians moved to Italv from these areas rather than remain under 
Yugostav rule. The status of those who remained has been a subject for Itatian- 
Yugoslav negotiation and has been a soufce of great concern to the Italian authori- 
ties, particularly as regards Italians in the Yugoslav zone of the Free Territory of 
Trieste. Many of the Germans who remained in Yugoslavia after the war are 
now going to Germany on the basis of arrangements made with the German 
Federa) Government, 


Conrrot Over Yucosntav Finances 


In working out the proposéd plan of assiztance to Yugoslavia the United 
States, British, and French Governments have all shown awareness of the need 
to have such controls as were necessary to make the aid effective. The question 
is what methods are ible and the most practicable as a means of attaining 
the desired end. In the administration of the recent food-aid program and of the 
current raw-materials program we have had the full cooperation of the Yugoslav 
authorities in regard to the use of the funds granted and the distribution of the 
commodities sent. They have shown themselves willing to take American advice 
on financial and other matters. Furthermore, under the existing bilateral agree- 
ments covering food and raw materials assistance and under the proposed legisla- 
tion, provision is made for counterpart funds in Yugoslav currency which can be 
spent only as agreed between the United States and Yugoslav Governments. 


Freepou or Expression AND ACADEMIC FREEDOM 


While the present Yugoslav Government continues to countenance no organized 
opposition ‘vu established governmental poticies, and remains a dictatorial regime, 
there has been a noticeable increase in the reaciness of Yugoslav citizens to speak 
their minds on many issues. The pig bes of vilification of the United States 
which was pressed so actively only a few years ago, has completely abated, and 
the great reservoir of good will toward this country which has long existed among 
the Fogoslay people is now given expression by the official organs of the Govern- 
ment. 

The school system of Yugoslavia continues to imbued with a Marxist approach 
and a considerable portion of the curriculum contines to be devoted to political 
indoctrination! however, it appears that this country is portrayed in a much more 
objective manner than was formerly the case. ‘The former school texthooks 
which gtorified the Soviet Union have been discarded, and {n many schools the 
teaching of Russian has been replaced by the teaching of other languages, espe- 
cially English. The Yugoslav universities and learned societies have shown great 
interest fn American publications, a need which! the Department of State is 
casey oring to help meet through the information library of the Embassy at 
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Yucostav Views Reoaarpina IMPERIALISM 


The Yugoslav Government appears to have changed considerably its views 
of the United States and the role it plays in international affairs today. While 
the Yugoslav press and authorities formerly followed closely the propaganda 
line taken by the Soviet Union, after the break with the Cominform and partic- 
ularly during the last year they have demonstrated a much more objective 
approach with regard to such matters. They recognize frankly that the imperial- 
istic threats to the peace of the world today do not come from this country, as 
alleged by the Soviet bloc, but from the Soviet Union itself. They are willing 
to cooperate with the United States and other free nations in support of the 
United Nations Charter against Soviet imperialism. This does not tncan that 
the present Yugoslav regime has abandoned the classic Marxist-Leninist dogmas 
concerning ‘‘capitalist imperialism,’’ that it Is at no time critical of this country, 
or that it has n prepared on alt occasions to associate itself with the United 
States; however, it docs mean that the United States is no longer depicted as an 
imperialistic force in world affairs. 


OprpositioN To THE YuGosLayY GOVERNMENT 


Since Yugostavia does not have a democratic political system, it is difficult to 
measure the degree of opposition to the Government. Jlowever, there is no 
significant armed opposition presently existing in this or that area, cither on the 
part of Cominformists or on the part of anti-Communist opponents of the regime. 
According to our best information, the Government’s authority extends through- 
out the country. Moreover, on the issue of defending Yugosiavia’s national 
independence, the Government's position has widespread popular support. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansrirup. Mr. Chairman, I would like to ask the Secretary 
what he would think of including Spain under the same title as 
Yugoslavia. 

Mr. Perkins. Tam not quite sure I understand what you mean. 

Mr. MANsFiELD. What is your reaction to the possibility of includ- 
ing Spain under the same title in this bill as Yugoslavia? I asked that 

uestion because fundamentally the reasons why we would be con- 
sidering aid to both countries would be the same. 

Mr. Penkina, What part of the act would that be? 

Mr. Mansrittp. There has been no bill introduced that I know of. 
I understand that Yugoslavia is treated in a separate title under the 
proposed bill or the bill which will be proposed. 

It appears to me that on the basis of the defensive possibilities in 
both areas, that they might well be considered together. 

Mr. Perkins. I am not clear that that is what was proposed for the 

act. I think a year ago we all considered that Yugoslavia and Spain 
came in the same category as a practical matter in connection with the 
act. 
Mr. MANsFieLD. Then I would assume that the answer would be 
yes, because as I undereinid it, what we are considering for Yugo- 
slavia this year is not a continuation of famine relief, but the possi- 
bility of strengthening Yugoslavia for defense against the satellite 
countries on its borders. 

It would appear to me that on the basis of testimony which this 
committee heard in Europe, and on the basis of Admiral Sherman’s 
visit this week, that the same consideration should be given to 
Spain in that respect. 

Mr. Perkins. I think we can well consider that. There is one 
basic difference, which is that we know what the Yugoslav require- 
ments are and we do not know what the Spanish requirements are. 
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But, from tho point of view of principle, I think it is something we 
could well consider as to whether the language of the act should yot 
cover and would be broad enough, as I believe it is, to cover both. 

Mr. Mansrietp. Thank you, Mr. Perkins. That is all. 

Chairman Ricuarps. Mr. Javits. 

Mr. Javits. Mr. Perkins, we are glad to have you with us again. 
It is a special pleasure for mo. 

I would fike to ask you whether or not it is a fact that such aid as 
we give Yugoslavia or Spain, or both, is not straight economic war- 
fare against the Communists? 

Mr. Perktss. I think that is correct. 

Mr. Javits. And, if so, is it not a fact that each must stand on 
its own bottom? It may he very desirable to give aid to Yugoslavia 
because of the tactical or strategic situation, that is, with regard to 
Communists and our own alliances, and extremely unwise to give 
aid to Spain. 

Mr. Perkins. Well, certainly each case ought to stand on its own 
feet. There is no question about that. 

Mr. Javits. I would like to go further than that. It ought to 
stand on its own fect because it is cconomic warfare and there is no 

uestion of principle. You do it where it does you good. Is that 
the way you feel about it in the State Department? 

Mr. Perkins. That is correct. 

Mr. Javits. Will we do anything or do nothing to indicate, if wo 
do give aid to Spain, that we are thereby undertaking to support the 
Franco government? 

Mr. Perkins. We have not reached that point in our thinking 
about the thing as yet. 

(Discussion off the record.) 

(The following was submitted for the record:) 

Question. Are there any GARIOA funds available for Germany from prior or 
proposed appropriations? 

Answer. No. GARIOA funds were last appropriated for the fiscal year 1950. 
There are no funds appropriated by Congress which are available at the present 
time from any past GARIOA appropriation. 

1. GARIOA stands for “Government and Relief in Occupied Areas.”” Appro- 
priation requests have been sought by the Army from the Congress for occupied 
areas under the administration of the Army since 1946. For the fiscal years 
1947, 1948, 1949, and 1950 appropriations for Germany were-included within the 
GARIOA appropriation. These appropiiations were available for the following — 

urposes: 
pee (a) Economie assistance fo Germany; . 
6) Supporting the public affairs program in Germany; 
m Supporting U. 8S. administrative costs in Germany. 

Fi year 1950 was the last year for which GARIOA funds were appropriated 
for Germany. GARIOA funds for Germany, as such, have theréfore not been 
appropriated in fiscal Pd 1051 and are not being requested for fiscal year 1952. 

here are no GARIOA funds appropriated by the Congress available at the pres- 
ent time from any past appropriations. 

2. In fiscal years 1949 and 1950 economic assistance to Germany was financed 
by two separate appropriations. Funds for economic aid to Germany were in- 
cluded in the Army GARIOA appropriation on the one hand and in the ECA 
appropriation on the other. In September 1949, the Federal Government of 

rmany was established and, at the same time, military government was 
abolished and the Allied High Commission was created. The former United 
States element, Office of Military Government for Germany (U. S.)—OMGUS— 
under the Department of the Army, was replaced by the Office of the High Com- 
missioner for Germany—HICOG—under the Department of State. In accordance 
with the terms of the fiscal year 1950 GARIOA appropriation act, funds appro- 
priated by the Congress under the GAHIOA Act were transferred to the 
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Department of State and to the ECA. The Department took ovér the funds for 
administration and for public affairs, and ECA took over responsibility for funds 
for economic assistance to Gerinany. For the fiseal year 1951, the Department 
of State requested funds from the Congress for the public affairs program in 
Germany and for administrative expenses in an appropriation known ss GOAG 
(Government in Occupied Areas of Germany). All the economic aid for Germany 
for the fiscal year 1951 was provitted by the Foreign Economie Assistanee Act 
of 1950. For fiscal year 1952 the Department of State has submitted a request 
for a GOAG appropristion to cover adininistrative costs and the public affairs 
program. <All the economic aid for Germany is covered by the request contained 
“athe Mutual Security Act. lu other words, the split appropriation for economic 
ul 'o Germany which occurred in fiscal year 1049 and fiscal vear 1950 has been 
abandoned since the end of military government in Germany. Since then all 
economic aid for Germany has been consolidated in the ECA appropriation act 
for fiscal vear 1951 and in the current Mutual Security Act, 

It should be noted that the special responsibilities which the United States has 
‘in Germany, which were supported by the GARIOA appropriation during Military 
Government, are recognized in section 114 (h) of the HCA Act of 1948, as amended. 
This authority has been continued in section 2 under title T of the Mutual Security 
Act. Under this authority, in periods of ctuorgeney, funds are available at the 
diserction of the President for the prevention of disease and unrest in occupied 
areas of Germany. 

3. Economie assistance to Germany since fiscal year 1947 under the above 
programs has been provided in the following amounts: 


Fiscal year GARIOA ECA Total 


$243, 189,616 foo £243, 189, 616 
551, 066, 147 |... $51,566, LA? 
S54, 244, 44 § 1 $613, 500, 000 1, 167, 744, 436 
136, ZBL 726 000 651, 010, 958 
i ee renraes &58 000 300, 


4115-month period Apr. 43 to June 49. 

3 At the termination of Army administration $197,167,000 was transferred to ECA to be allotted by ECA 
during second hail of fiscal year 195. Of this ammount $74,194,000 was expended as QARIOA assistance 
and is included in the above total. The remainder amounting to $12,973,000 was removed from this GARIOA 
Scoount for 1919 50 and (transferred to ECA funds for 1950-51. 


Source: GARIOA, Mr. Martino, Department of the Army; ECA, Mr. Fishkin, ECA. 


Mr. Javita. Will you be prepared, or are vou prepared to give us 
a country by country justification, cconomie and military, or economic 
alone—whatever you are responsible for—showing the allocation and 
showing in cach case why each country is entitled to the money that 
you want to see it get? 

Mr. Perkins. Yes. We are prepared to present that information 
to vou. 

Mr. Javits. When will that be presented, and in what form? 

Mr. Perkins. It is my understanding—and I do not know if this 
is correct or not—that after we have gono over the four parts of the 
world and the four titles generally, then the country presentations 
will bo mado individually. 

I do not know whether that is correct or not. 

Chairman Ricwarps. I believe it is. 

Mr. Javits. Can you give us any statement of principle upon which 
this program country by country allocation is proposed? [a other 
words, if economic aid is proposed on a balance-of-payments basis, or 
if military aid is proposed on some other basis, are you responsible for 
that part of it so that you can state the principlo upon which cach of 
these programs has been made? 

Mr. Perxins. I think Mr. Porter would better state it for the 
economic part, and that General Scott or General Collins, when they 
are here, would do it on the military. 
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Mr. Javits. Mr. Perkins, I still have a half a minute or so, I think. 

Docs Mr. Porter desire to state it now? 

Mr. Porter. That is what I expect to devote my remarks to later, 
Mr. Javits. 

Chairman Ricnarps. You have a minute or two, but Mr. Porter 
is going into that very exhaustively. He is the next witness. 

Mr. Javits. Certainly. If I do have a minute or two, Mr. Perkins, 
I would like to turn to page 4 of your statement, referring to the very 
top of the page, in which you say: 


Most of these people realize that their standards of living would be lower still 
if the Soviet stooges should come to power. 


Then you go on to say: 
* * © it is not easy for people to resist the mirage of Communist promises. 


I notice that the main point of your statement is taken up with the 
fact that the Communists are putting on a terrific drive in Europe 
for the purpose of winning Europe by intimidation. 

‘Can you specify in executive session just how they are operating, 
and in what secret or open ways they are operating, more than we get 
just from the press? Do you people know any more than we get from 
the press about it, as to just what they are doing in order to intimidate 
Europe, or to delude or fool Europe in this way? 

Mr. Perkins. They are using, generally speaking, every known 
means of propaganda that I think anybody has ever thought of, and 
permere a few nobody previously had thought of, but if you want @ 

ull statement on that I think it would be preferable to supply that. 

(The information requested is as follows:) 


Coumunist Tactics IN WESTERN Evurore 


The Communist Party—as the advance guard of Soviet expansionism—sceks 
to infiltrate every organ of authority or influence in the state. Those it cannot 
uce to its purposes it seeks to destroy or immobilize by counter-organization. 
No group is too small or too remote to feel its hand—trade unions, educational 
groups, sports clubs, community social organizations, children’s groups, women’s 
clubs, professional associations of every type and purpose—all aretargets of 
Communist infiltration and Communist maneuver. 

In these drives the Communists eperete not only on a basis of infiltration, but 
on that of intimidation as well. In the Italian trade-unions, for example, it 
would be a brave man who got up in a CGIL meeting to denounce Stalin and 
Stanlinism, or to maintain that the propaganda of the Communists in the tradc- 
unfons was primarily to aid the aks policy of the U.S. §. R. and only secondarily 
to ald the workers, Not only in the Communist-dominated CGIL is the threat 
of the beating ever present; in the opposition CSIL trade-union group there is 
always a rong list of organizers, workers, and leaders beaten up in the past month 
by Communist goons, 

The experience of anti-Stalinist Frenchmen is further evidence of the good 
squad intimidation methods of the party in Western Europe. When LeCorre 
broke with the Communist party and attempted to set up 8s Communist movement 
independent of Moscow contro! his first press conference was broken up by 
Communist hoodlums and he was himself beaten so severely as to require hospitali- 
zation. peery meetings of this group in France are harassed by criminal Com- 
munist elements as are similar gatherings of like-minded citizens in West Germany. 

A type of intimidation less easy to expose is that of the whisperer who lets it 
be known that it would be wise not to attack communism and Communists lest 
the Red Army “take care” of the attacker when it “liberates” western Europe. 
Sometimes it i indicated the prospective victim will be “eliminated” by the local 
Communists, but often it is frankly stated that when Der Tag arrives he had 
better be on the good side of the Soviets. One aspéct of this type of intimidation 
may be seen in the advertisements of reputable, obviously non-Communist firms 
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in Communist newspapers and magazines. While these types of intimidation 
are of little import in northern Europa, they have considerable cffeet in France 
and Italy, where communism has its strongest political pactics, and in Germany, 
where fear of a Sovict attack against an undefended West Gerinan area is always 
present. 

: In addition, one of the recurrent features of the propaganda techniques em- 
ployed by all Communist-controlled organizations is the attempt to induce a 
general reaction cf fear and panic against the defensive policies of the non-Com- 
munist goveruments. There are, of course, numerous variations on this theme, 
but they are all intended to paralyze the popular will to resist Sovict aggression 
by incessant reminders of the horrors of war, the futility of resistance, and the 
human and economic sacrifices entaited by rearmainent. 

The World Federation of Trade Unions, to take one instance, has played the 
fear theme on every chord that alent possibly find sympathetic response among 
workers. When our program of shipping arms aid was inaugurated last year 
under the mutual assistance provisions of the North Atlantic Pact, this Com- 
munist-controlted international trade union agency quickly brought into play its 
maritime trade department and its national maritime trade union affiliates in an 
effort to obstruct, or if posible. halt the unloading of United States arms ship- 
ments. In this anti-MDAP drive, the Coinmunists in control of French and 
Italian dockers’ unions found their rank and file members unwilling to follow 
them in what was obviously an out-and-out altempt to use these unions to 
promote political interests of the Communists and the foreign policy interests of 
the U. 8. S. R. Communist propaganda therefore made inereasing use of the 
fear device to supplement its other prope anda appeals. Thus, for example, we 
may glean something of the nature o this play on fear from an anti-MDAP 
Icatlet distributed among the dockers of Naples in the spring of 1950 which barbed 
its appeal in the following words: 

“Also you, ordinary man, woman, mother, father can do what the port workers 
of France and Italy have done. You can fend a hand to repel from our ports 
and our shores the curse and the death of foreign arms that hangs over us and our 
children. Woe to those among us who do not lift away the curse of foreign arms 
from the heads of our children * * * to remove from our ports the deathly 
mold of American ships with their cargoes of horror and death. From every 
port of Italy, babies mutilated in the other war, mothers who have seen their 
sons fall, peasants, workers, and intellectuals have written to the dock workers 
and the railway workers tens of thousands of letters and they have sent their 
delegations to the ports and to the rail centers. They said to the port workers 
and to the rail workers: ‘We know of vour hunger and your misery, we know of 
your unemployment. But don’t Iet your hands touch these cargoes of destruc- 
tion and of death, which will bring malediction on our homes. We know that 
your luck is bad, but we will all be at sour side, the entire people will be at your 
side in solidarity, to sppor your secret resistance against the curse of foreign 
arms.’ Already, in hundreds of factories, and in the pastures, the workers have 
pledged themselves to support not only morally but with material aid those port 
workers and those rai! workers who are involved most directly in the struggle 
against the unloading of malediction and death.” 

Another pall ey of WFTU propaganda which seeks to implant this psx chology 
of fear by emphasizing the hopelessness of effective resistance is afforded in the 
following passage in the official organ of that body published last January: 

“The facts have demonstrated that moral superiority and the consciousness of 
& just cause are more important and stronger on the battlefield than supremacy 
in technical means. It follows from this that the American imperialists, who have 
powerful technical means at their disposal but who follow a reactionary policy 
cannot be successful in the military sphere * * *, 

“The rulers of the United States have lost all sense of reality and are dragging 
the whole world into a new world war. American politicians are behaving like 
neurotics and anti-Communist maniacs and not like statesmen who are capable 
. colng coolly and thoughtfully problems on which the destiny of the world 

epends., ‘ 

_ “Consequently, these maniacs are becoming isolated in the world: Truman’s 
government is becoming isolated in its own country, the United States is becoming 
isolated from its allies and satellites and from the millions upon millions of working 
people of atl countries.” 

he technigue of intimidation is not confined, however, to popular sentiment 
against war. Communist trade-union propaganda Is equally replete with warnings 
to workers that our ECA aid to Europe entails a steady decline in their standard 
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of living and the prospect of a future collapse of the economic system of Western 
Burepe and with {t their chances of a steady livelihood. Characteristic of this 
polit cal erpicaion of the European workers’ sense of economlo Insecurity is a 
statement by the leader of the Communfst-controfled French Gencral Con- 
federation of Labor: 

“@ 6@ 6@~ 6the facts tell all Frenchmen that the few hundred milllard francs 
given through the Marshall plan went into other wallets than tho lean purses of 

© housewives, which grow thinner and thinner as the results of tho Marshall 
plan a (sic) become more and more evident. 

oe vereous sees, overyono oxcept for a fow cosmopolitan capitalists, who always 
save thelr own bacon, that this plan of ‘aid’ for French economy has in fact led 
to the deoay of our national Soonsmy. « 

But oblique threats of military defeat or warnings of cconomle collapse do not 
exhaust the Communist armory of fear propaganda. Hints and Indirect themea 
of intimidation have also been supp!omented by propaganda which secks to inspire 
a psychology of outright torror at tho prospect of tho physical destruction of 
Western Europe and thus to undermine the willingness of the populations to 
aupport the defensive policies of thoir governments. In this the Partisans of 
Peace, with their Stockholm appeal and othor spurious ‘peace’? campaigns have 
proved to be veritable specialists in injecting tho terror noto into their propaganda. 

ne may see this in all its directnczs in an articto which appeared In their organ, 
In ea terpitd Peace (November 1050), In which tho English reader is pointedly 
remju at: 

“@ © © the transformation of Great Britain into an air and naval baso di- 
rected againat tho U. 8. 8. R.—which has nothing in common with defendin 
English soll—exposes us to the danger of Russian attack. Asa soldicr I can wel 
imagine that Russia would feel obliged to reduce England to annihilation the day 
athird war broke out * * ¢# 

‘te 6@ 6©@ 6tho idea of sending our troops to Europe fs quite ridiculous. If 
there were a Russian aweep—wh ch I think highly improbable—thero would be 
no chance of stopping it * # 

The samo theme was again plied by Dr. Hewlett Johnson, 4 perennial spokes- 
man at the Hey gatherings, on the occasion of tho firat session of the World 
Peace Council last February. 

“The prcenect ia grim. Tho U.S. A., from her safety zone across the Atlantic, 
will hurl atom bombs on Russian cities. Russian troops will answer the attack. 
Our men of Europe—English, French, Germans, and Itallans—will receive the 
assault. We enelehs they tell us, knew how to take the bomnb in World War II 
and wo shall know how to take the atom bomb in world war HII. And oven if all 
Europe is overrun, the U.8, A. will ultimately berate us, as in Korea, by razing 
every city and villago to the ground. 

“My countrymen dislike the pros t. They disliko its present demands for 
impoverished living, They dislike its threat to thoir wives and children and 
fatherland; they dislike it because it has shed every mora! protext in the name of 
which it has been planned.” 

Similarly, for women the various agencies of Communist propaganda, particu- 
latly the Women’s International Democratic Federation, have had recourse to a 
aot of fear themes srrcclally designed to eppent to the special interests of women 
in their role as mothers and wives. Thua it has constantly been emphasized that 
the policies of the United States are designed to precipitate a war with Ruasia, 

reparationa for which would undermine the educational opportunities and the 

th of thefr children, and the outbreak of which would mean mass slaughter of 

the infant population of the world. The latter point has been cnormously 

exploited after the outbreak of tho war in Korea when appeals and artictesa have 

been put into mass circulation, charging that Amorican airplanes aro killing thou- 
satids of children and concluding on a note that— 

“We do not want our children to condemn us later on. Now is tho time for 
each one, of us, each mothor, to ask herself: ‘What have I myscif done personally 

€ 

It is thus quite apparcnt that the psychology of fear and Intimidation constitutes 
one of the Prine! prope of mass propaganda, being carried on by the various 
agencies of t mmunist movement in Europe. It fs impossible within bricf 
compass to deta! all ita manifestations, but enough has been sald abovo to indicato 
that it is coming to occupy an increasingly {mportant role in the propaganda 
output of European Communists.’ Even a close ing of the press in this country 
alls to convery a full appreciation of its extent and intensity, and of the energy 
and careful planning {nvested in its purveyanoe. 
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Mr. Javits. Do you know anything ns (o whether Chey are suborn- 
ing the heads of governments? = That is something we ought to know 
if there is any such information. 

Mr. Perkins. hero is no such information L know of. 

Mr. Javits. Or suborning the heads of armies or navies or industrial 
establishments? 

Mr. Perkins. No. 

Mr. Javits. ‘Tho heads of labor unions? 

Mr. Perkins. Tho heads of labor unions, some of them are Com- 
munists. There is no question about that. 

Mr. Javits. What Iam trying to get at, Mr. Chairman, if [ may bo 
permitted to, is where aro tho sensitive areas in high places which wo 
would not read about or get in open session? TP think that is what Mr. 
Ribicoff had in mind, and I sympathize with him, ‘This is executive 
session. 

If you havo any insido information, let us know it, or if you do not, 
lot us know nogatively that you do not, but let us know what tho score 
is, at any rate, 

Chairman Ricuanps. Your time haa expired, 

Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Mr. Secretary, tho samo arguments can bo applied against ‘tito 
to a greater degree than against Franco. — Is that correct? 

Mr. Perkins. I think, generally apeaking, that is correct. Yes. 

Mrs. Kenny. You said we are going to recognize Tito and the 
Tito government. 

Mr. Perkins. Wo also recognized the Franco government too, of 
course. In fact, wa have nover unrecognized it. 

Mrs. Keury. Our Ambassador was recalled from Spain for years— 
which is diplomatic disapproval of a regime. However, I feel by 
giving assistance that we are supporting tho regime, and T thin 
something ought to be done to ‘ake the peoples of those countries 

.realizo it is expedient for us to do it at this time and not because wo 
are in agreement with the regime. 

I now refer to page 4—the first paragraph on that page, you say: 

Fven those who actually don’t want the Communists to gain contro! of the 

vetnment sometimes vote Communist as the only cmphatle method of register- 

g 4 violent protest against oxisting social conditions, 

That applics to colonial administration, particularly in Asia. 

Tho estimated obligation assistance to France is very high, both 
military and cconomic, and on another page here 1 see where tho 
estimated obligations to Indochina are military and econamic. 

Could you tell mo if you are going to give that assistance to Indo- 
china directly to tho regimo set up by the French Government, which 
the Vietnamese object to? - 

Mr. Perkine. I think Mr. Rusk, when ho is here, who is responsible 
for that area, can give you a better answer on that than TP could. 

Mra. Keury. It is not estimated for the French Government, but 
estimated for Indochina. 

Mr. Penkins. My understanding is that there is an interrelation- 
ship between both tho French Government and the local governments, 
ou J le Mr. Rusk een describo that for you much more accurately 

van Y can. 
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Mrs. Ketiy. Thank you. 

Mr. Roosevent. Will the gontlelady yield? 

Mrs. Knuny. yield. 

Mr. Rooseve tr. Mr. Porter, T think you can answer this. When 
Mr. Foster was here ho told us they expected to sign the ECA agree- 
ments with those threo dominion status countrices—Cambodia, Laos, 
Vietnam—the end of last week or the beginning of this week. Now 
I understand the French have reneged on Cheir former agreement and 
there is considerablo throwing of monkey wrenches in the works, and 
the situation has bogged down completely, That is not beeause of 
the Vietnamese at alle but beeause of the French going back on their 
original program of independence, and so forth. Ts that correct? 

Mr, Portrr. Tho French have created difficully in the signing of 
these agreements by insisting that before the agreements were signed 
they must have tho approval of the High Council of the French 
Union which, however, is uot yet functioning actively. So the 
French have agreed that tho President of France may give approval 
instead. 

Mr. Roosrvert. That was tho situation 2 weeks ago. 

Mr. Porter. Tendaysago. Yes. The agreements as of yesterday 
had not yet been signed, but it appeared that they were about ready 
for signature. 

Mr. Roosevert. That is the long and short of this disagreement 
with tho French? 

Mr. Porter. I did not understand that. 

Mr. Roosrvert. Is that the long and short of this disagreement 
with the French? 

Mr. Porter. Yes. Tho French havo raised no objection in 
substance. It has been purely a matter of form. 

Mr. Rooseveit. Thank you, Mr. Chairman. 

Chairman Ricuarps. Your time expired, and the gentlewoman’s 
time expired. 

Mr. Herter, they are on the R’s or the S’s now, so you will havo 
plenty of time to get your questions in before you go down. 

Mr. Herter. I have a question in connection with General Eisen- 
hower’s status in Europe. When he made a speech the other day in 
London it was a pretty strong specch in relation to tho integration 
and political unity of Europe. Was he speaking then as an individual 
who was selected as Supreme Commander, or was he Commander in 
Chief of the American Fo.ces, and so was what he said subject to the 
approval of the State Department before he said it? | 

Mr. Perkins. I think he was speaking as an individual. Not that 
we in any sense disagreed with him. ‘ 

Mr. Herter. Does he not como under the Bencral provision of not 
being able to say anything unless it has been cleared with the Govern- 
inent first? 

Mr. Perxins. Ho may have cleared it. {I do not know, 

Mr. Henter. His status, since he is wearing two hats there, is a 
very confusing ono. I want to find out when he docs mako a speech 
how we should interpret it, and as to whether it is the policy of tho 
United States Government, or what it is. 

Mr. Perkins. He is an international servant, so to that extent he 
has a status that is quite different. 

Mr. Herter. He has both. It is a matter of which hat he is 
talking under. 
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Mr. Perkins. Yes. 

Mr. Vorys. Will the gentleman yield on that point? 

General Bradley pointed out the other day that for NATO Presi- 
dent Truman is not the Commander in Chief. Eisenhower was per- 
sonally chosen. Is that not. correct? 

Mr. Herter. That is right. I was ina letter of appointment of 
the President. He appointed him as Commander in Chief, and tho 
chain of command remains the same as far as the American troops 
are concerned, Then he gave him the other hat. So 1 wondered 
what his status was. Ht isa very confusing one. 

The other question is a very brief one, FP understand that in terms 
of the present time there is a considerable amount of surplus for some 
industrial facilities. 

Chairman Ricianvs. Will vou allow vs to suspend now? They 
are standing in the well now. 

The conmittee stands in recess for 10 minutes. 

(Whereupon, at 11:30 a.m. the committee recessed for 10 minutes, 
until 11:40 a. m. of the same day.) 

Chairman Ricnarps. The committee will come to order, please. 

Before resuming the questioning of the witnesses, the clork wants to 
make a statement about some documents he has placed here, 

Mr. Crawronrp. We just plaved before cach member of the com- 
mil(ce some papers entitled, European Economie Aid Estimates, 
Fiscal Years 1951 and 1952.” Thoy have been furnished by Mr. 
Paul Porter. You will notice they are marked secret. They are par- 
ticularly anxious to keep the military strength and the military esti- 
mates as confidential ns possible. 

Chairman Richarps. Mr. Carnahan, will you take the chair for a 
minute, please? 

Mr. Perkins. Mr. Chairman, might [ make a correction first? 

Chairman Ricnarps. Yes. Go ahead. 

Mr. Perkins. [ think when 1 indicated the plan was to take up 
the country programs after the four regions or four titles had been 
presented, I was in error. IT think the plan was we were ready to pre- 
sent the country’s figures as soon as Mr. Porter and General Collins 
had finished their general statements about the principles involved. 

Chairman Ricwarps. I think that will be satisfactory. 

Mr. Perkins. So we are prepared to cdo that. 

Mr. Cannanan. Mr. Herter, you may proceed. You still have 
sone time. 

Mr. Herter. When we broke up tT had one question T wanted to 
ask in connection with the German situation. I understood-- and 
perhaps incorrectly so— that the High Commissioner in Germany feels 
there is considerable productive power in Germany that might bo 
utilized in connection with the joint production program on military 
items, and that today there is no adequate machinery to explore that 
thoroughly. 

There is an awful time lag and drag in getting that done. I won- 
dered whether you had any political objections to the German work- 
shop, so tv speak, being nititized more extensively from the point of 
view of the joint military effort, forgetting for tho moment any 
contribution of men. 

Mr. Perxixe. We have no political objection to that. It is a very 
complicated thing to work, and it is being worked on. 1 think some 
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items are now actually being produced, but I do not think the volume 
amounts to very much as vet. 

Mr. Heater. ‘That had been dragging quite a lot, though. 

Mr. Perkins. Yes, 

Mr. Hretrer. From the point of view of getting all the military 
effort in Europe underway. 

Mr. Perktys. ‘Phat is correct, 

Mr. Herter, When you say it is being worked on, would you want 
to be a little more explicit. Ihave been trying to find in all of theso 
different. titles, or somewhere in the draft bill, funds that might be 
mado available, that is, dollar funds that might be made available 
for a joint effort to get them into a pool or something of that kind, if 
a pool js being worked out, [ presume if you are buying arms in Ger- 
many and assigning them to the armed forces of the other nations, 
the problem of who is going to pay is going to come up somowhere, 
and we are fikely to pick up the check. 

Mr. Perkins. That is one of tho real problems and one of the cdiffi- 
culties, to get the pool of some of the countries to place orders in 
Germany on some sort of a basis which would permit German industry 
to go ahead. The DPB has been very much concerned with that 
whole problem, and there is a committee considering it here in Wash- 
ington today, [ think right now. Wo are hopeful ways and means 
will be found to expedite substantially not only procurement in 
Germany, but joint procurement elsewhere, 

Mr. Herter. Tho Belgian problem is of a somowhat similar nature. 

Mr. Perkins. Yes, because that is one of the most difficult things 

in Europe, to get joint procurement, which provides for a larger pro- 
duction, and increased efficiency, and lower costs. That is ono of the 
important things that has to be still worked out, and it is being studied 
and worked on very earnestly. We are hopeful steps can be taken 
that. can produco results in the not too distant future. 
_ Mr, Herter. There again what of your utilization of funds are 
available? Can ECA funds bo used for that purpose, assuming that 
the appropriation went through in the form in which it was presented 
tous? Would you requiro new appropriations, or would it come out 
of tho military aid or offshore procurement oxpenitures, or what? 

Mr. Perkins. I think it is a litt!o difficult to predict exactly what 
the form would be. For that reason it is important, as has already 
been indicated, that there should bo substantial flexibility in this 
legislation, so that if wo do really work things out, we can use tho 
funds to tho best advantage. 

I think there are two general principles that perhaps I am safe in 
putting forward. That is, that the transfer of procurement by Euro- 
peans to procurement by tho United States does not accomplish any- 
thing. Your saving and your advantages will ariso when we begin 
transferring procurement from the United States to Europe. If we 
can achiove that, then I think there aro probably some savings to bo 
achieved that are substantial. But if we simply substitute dollar 
procurement for franc procurement, I think we get no place. 

Mr. Herter. That, sir, is a very important point, because dollar 
procurement exchanged for franc procurement certainly puts dollars 
within the country, and tho balance of payments is helped considerably 
by that. Obviously, it is an entirely differont thing for the French to 
put francs into an arms program, which is then turned ovor to theic 
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own troops, or to have the dollars to do the same thing and turn them 
over to the troops. They have the dollars, and having thein, it is 
much more advantageous to them from the point of view of a balance 
of payments program than having franes. 

Mr. Perkins. There are two points about that. In tho first place, 
you presumably get no more procurement. 

Mr. Herren. That I think is something that ought to be developed, 
as to whether vou get no more procurement or not. 

Mr. Perkins. Because you get no more francs into the French 
Government with which they can procure. What you do is shift the 
dollars from the economic aid which we have been giving, and for 
which we get some counterpart, and have some say in the disposition 
of the counterpart, toa straight procurement. I donot think anybody 
contemplated we would procure and give the European countries 
through procurement more dollars than they would get as dollars. 
So, you have a bearing on the number of dollars you can give in the 
country anyway for procurement. 

Chairman Ricwarps. ‘The time of the gentleman has expired. You 
may continue with it later. 

Mr. Burleson. 

Mr. Burtrson. No questions. 

Chairman Riciarps. Mr. Reece. 

Mr. Reece. No questions. 

Chairman Ricuanps. Are there any other questions? 

(No response.) 

Chairman Riciarns. Mr. Herter, we are off the 5-minute rule now. 
If you want to pursue that question, you can do it right now. 

Mr. Herren. L would like to for just a moment. 

Chairman Ricuarps. We have finished with the 5-minute rule. 

Mr. Herter. The proctical situation, 3 it exists today, is that the 
military are actually placing orders toda for a great many different 
things in a great many different countries, first of all, for the ordinary 
needs of our soldiers over there. A lot of them you will find are taken 
care of by purchases within the countries where they aro stationed. 
In addition to that Lam told by General Scott a number of contracts 
have been placed by the military, as orders for bazookas and what not, 
for which dollar payments will be made. 

Tho whole purpose of this program, as T understand it, is to get 
Europa in a position as soon as possible where, through its own pro- 
ductivity and own manpower it can defend itself, and ina senso whero 
it is sufficient in power to hold up, except for somo particularly tough 
situation. In that process if you are entirely dependent on the letting 
of French contracts from French budgeted funds for military items 
the program may be slowed down considerably, or it might be speeded 
up, contrariwise, if a certain amount of dollars are used in placing the 
contracts by ECA or military channels, it does not matter which. 

The speeding up of tho British, or the French, or the Italian arma- 
ment production might move a great deal faster if you would entirely 
divorce our budgetary items from the Government itself. 

Mr. Perxins. You would still be related to the budgetary items of 
the Government itself. 

Mr. Herter. Why are you related to that? If we place orders and 
pay collars for them, that would have nothing to do with the budget of 
the Government itself. That might reliove the budget a little bit. 
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Mr. Perkins. It has this to do with the budget of the Government 
itself. Thero is no counterpart for the dollars placed in that way, 
which means 8 reduction in the amount of local currency which tho 
country has to use in its defenso effort. Therefore it has to make a 
readjustment in its defense program to allow for tho procurement 
which we are making by dollars. 

You can work that out and it may be that you could get contracts 
placed more rapidly that way, and it might be that you could not do 
it and you might upset the proceduro rather than speeding it up. 
But, the net effect would be, I think, that we would lose our say in the 
disposition of the counterpart which we now have, 

Mr. Herter. There is no question about that, but assuming there 
is an over-all limit to what they can produce from their point of view, 
and lot us assume in their budget they have made provision to place 
orders in France to take care of that total limit of productivity. Then, 
from an economic point of view it seems to me it makes very little 
difference whether or not the thing is paid for in francs and we pay 
for the raw matcrials in counterpart funds if they are sold to the 
Government in francs, and then turn it back to relieve the budget; 
or whether, in the first. instance, we pay dollars for the finished item, 
and their budget is retieved of that amount, so that they can turn 
their francs hat would have gone for that production to something 
else. That is, except in a sense ECA loses pet of its control over 
counterpart funds, which I can understand they want. 

Mr. Perkins. I think that is basically correct. Tho two things 
ou have to consider are “the lack of control of the counterpart, or 
ack of counterpart funds which you would control or have some say in. 

The other is whether in starting a procedure of that kind, which 
would have to be integrated with our present procedures, whatever 
those are, you so upset the machine that you let less contracts, rather 
than more. 

You might let more and get the thing moving, but you also have 
the risk inasmuch as they have their plans all developed on their own 
budgets with the counterpart they estimated is coming into those 
budgets, you do run the risk of getting the thing confused to a point 
where you might let less rather than more. 

Mr. Herter. You are a little optimistic, I think, when you say they 
have a plan all developed. I am talking about the French budgetary 
system where there are a number of things from a legal point of view 
that have not yet been done, so I do not think there is anybody who 
could say there are pisos that could be upset. 

Mr. Perkins. I think the use of the word “all” is a little extreme, 
but whatever they have done has been donc on that basis, and I 
I think you will find a great deal of it has been done. 

However, whatever you do that dislocates whatever they have done, 
causes that much confusion. 

Mr. Herter. J can fully appreciate the piped anleree of tho dis- 
incentives when you begin putting American dollars for production 
where you think local currency and the Jocal production can take 
care of it. On the other hand, getting things moving seems to me one 
of the most important things, and there any method that will get it 
moving seems to be what we want now. . ; 

What I was wondering about in connection with any appropriation 
here is whether there is sufficient flexibility from that point of view, 
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and whether the military ought to be given definite authority for off- 
shore procurement that they would work out with the ECA when it 
was considered desirable that an order ought to be placed. 

Mr. Perxins. I should think that was correct. Also, we ought to 
allow sufficient flexibility so that if a central purchasing agency can bo 
set up and it proves desirable for us to contribute to that central pur- 
chasing agency with proper safeguards as to the way our money would 
be disbursed, that that ought to be also included. It is very impor- 
tant to have that kind of flexibility, because I think the chances of 
getting o real advantage in this suggestion you are making is in bein 
able to work through some cenit Fal agency that we conceivably could 
arrange to give some power to, to negotiate and consolidate and place 
contracts. 

Mr. Herter. There I would assume when foreign contracts are 
being placed that neither the State Department nor ECA has done the 
job and you may find the military placed the contracts direct through 
their military missions, and it is not being done through the political 
or economic agencies, but being done direct by tho military. 

Mr. Perkins. Is General Scott here? 

Mr. Porter. No. 

Mr. Perkins. I think most of what the military has been doing 1s 
what we used to think of when I was in the Army as local procurement. 
If you were in a theater you bought as much as you could of what 
was produced there. 

Mr. Herter. I thought the same thing, but General Scott said 
they wero procuring for the military program as well, and he is placing 
the orders and Ietting tho bids. 

Chairman Ricnarps, Are there any other questions? 

Mr. Jupp. Yes, Mr. Chairman. 

Chairman Ricuarps. Mr. Judd. 

(Discussion off the record.) 

Mr. Jupp. To come back to Yugoslavia, in the law, as we passed 
it last December, there was an amendment that the President was to 
require that Yugoslavia undertake to take all appropriate economic 
measures to reduce its relief needs, to encourage increased production 
and distribution of foodstuff within Yugoslavia, and to lessen the 
probability of such emergencies. We were trying to insist that Tito 
moderate his land collectivization measures, and so forth, which were 
discouraging production and thereby increasing the burden on us. 

Has there been some moderation of his policies in that respect? 

Mr. Perkins. Yes. Very wath de They very drastically modi- 
fied their collectivization program. I think I am correct in saying 
this, that they completely halted it, or in some instances may be 
going backward and turning loose some of the collective farms into 
private management. 

Mr. Jupp. Have your representatives over there reported that thero 
is greater incentive for farmers to produce the maximum amount of 
food, or is it too early to tell yet? 

Mr. Perkins. I think it is too early to notice any marked change 
from that point of view. 

Mr. Jupp. One other short question. On the bottom of page 2 of 
your statement, ‘is what you say about General Eisenhower's status 
and appointment correct? You any the Europeans were encouraged 
among other things by America’s “designation of General Eisenhower 
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as supreme commander.” Isit not true that NATO chose him, rather 
than that we designated him? 

Mr. Perkins. The technicalities of the thing I think were this. 
They asked us to designate a commander for the armies in Europe. 
They also suggested it would be very acceptable to them if General 
Eisenhower were the one designated. I think I am right in that. 

Mr. Jupp. He is appointed supreme commander by the President 
and ne by the Council of Deputies or the Military Standing Com- 
mittee . 

Mr. Perkins. They confirmed his appointment after he was 
“pointed. 

fr. Herter. I had a copy of the letter of appointment of General 
Eisenhower. It is my understanding that the Council of Deputies 
indicated to the President that if the President appointed Eisenhower, 
he, as an individual, would be eoceptable as supreme commander. 

Mr. Perkins. That is correct. What actually happened was this: 
We had a meeting in Brussels last December, and the Foreign Minis- 
ters and Defense Ministers were there. They passed a resolution 
asking tho President to designate a commander, and they said they 
HOP it was General Eisenhower. 

fr. Herter. But they did not give the President any alternative 
to appoint anyone else. 

Mr. Perkins. Yes; they did. They simply said they hoped tho 
designee would be Gencral Eisenhower. 

Mr. Herter. All the records are top secret coming to the point 
of the President’s letter of appointment, so we do not know what 
the background is. 

Mr. Perrins, I think I am right in this. While the meeting was 
still in session, the President replied he was designating Eisenhower, 
and the Foreign Ministers and Defense Ministers all signed a paper 
approving his appointment. 

fr. Jupp. That is all right, but I thought your statement might 
well be changed to read “America’s willingness to have Gencral 
Eisenhower pppointed as supreme commander”, because wo ought to 
try to avoid the impression the United States is designating Eisen- 
 _hower as it designates someone else. 

Mr. Perkins. I think that was a very good suggestion and I 
think it improves it. ; 

Mr. Jupp. Thank you. . 

Chairman Ricwarps. Are there any other questions? 

Mr. Roosrvetr. Yes, Mr. Chairman. 

Chairman Ricuarps. You wanted to pursue a matter you had in 
mind a little while ago, Mr. Roosevelt. 

Mr. Roosevett. Yes, sir; on Yugoslavia. 

Has Yugoslavia been brought into any of the economic integration 
of Western Europe? 

Mr. Perkins. You mean any of the organizations? 

Mr. Roosevett. Yes. 

Mr. Perkins. No; it has not. _ 

Mr. Roosevett. Is there any possibility that as shinee 60 along 
Yugoslavia will be brought in? I ask that because I think it is quite 
important if we hope to wean away any of the satellite nations who 
begin to see the economic advantages of. being tied to Western 
Europe rather than Russia it is important that they feel there is an 
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opportunity, if they pull a Tito, to break into the league. I was 
wondering whether the OEEC, or any of the other organizations 
that have been set up, have discussed this point at all or have any 
program on it? 

My, Perkins. Paul, has it been discussed in any of the organiza- 
tions 

Mr. Porrer. It has been discussed informally, but not formally. 

Mr. Roostevett. Maybe Mr. Porter can explain it. 

Mr. Perxins. I was asking Mr. Porter about it. My recollec- 
tion was it has not been discussed formally in any of the organizations. 
I belicve that is correct. But it has been discussed informally among 
some of the members of the OEEC and EPU. 

Mr. Porter. That is right. 

Mr. Roosrvett. Do they seem to feel this is a good road to puruse? 

(Discussion off the record.) 

Mr. Roosrveur. I suppose any question dealing with the military 
integration or relationship with Yugoslavia should be held for General 
Scott. Is that correct, Mr. Chairman? Or maybe I can ask Mr. 
Perkins this. 

Have we any military commitments to Yugoslavia as of this time to 
go to their support in case they are attacked by any of the Russian 
satellites or Kussia and the satellites? 

Mr. Perkins. We have no commitments. 

Mr. Roosevett. No commitments? 

Mr. Perkins. No. 

Mr. Roosrve.t. Is there any staff coordination between the NATO 
group and Yugoslavia, or between our own Joint Chiefs and Yugo- 
slavia’s General Staff? 

Mr. Perkins. I think Genera} Collins can answer that more author- 
tatively than I can. I think I know the answer, but I think it would 
be better for you to get it from him. 

Mr. Roosrvetr. To go back to-Spain for & minute in this problem 
of a loan versus ECA-type aid, could you give us—and this would 
probably bo Mr. Porter—the procedure by which applications aro 
mado by individual Spanish citizen-applicants for participation in the 
$62 millions, excluding the $6,000,000 that was permitted for wheat 
or food grants? How does an individual Spanish company go about 
getting in on this pie? 

Mr. Porter. Do you want me to answer that? 

Mr. Perkins. Yes. 

Mr. Porter. The procedure is that any particular Spanish com- 
pany. that wants to apply for a loan first raises the matter with the 

panish Government and gets the endorsement of the Spanish Gov- 
ernment for the application. 

Mr. Roosrvert. At that point, that is the key to this whole thing, 
asIseeit. Whom do they take it up with in the Spanish Government 
first? The Interior Minister? 

Mr. Porter. I believe it is the Ministry of Commerce and Industry. 

Mr. Roosevett. Commerce and Industry? 

Mr. Porter. Yes. 

Chairman Ricuarps. Off the record. 

(Discussion off the record.) 

Mr. Roosevett. Then, Mr. Porter, when the Ministry of Com- 
merce and Industry has approved one of these applications internally 
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within the Spanish Government, it goes to the Tuseign Minister for 
transmittal to the ECA or the Export-Import Bank? 

Mr. Porter. To the Export-Import Bank directly; but we reccive 
an information copy. 

Mr. Roostrve.t. I sce. 

Mr. Portrr. We then review the action taken by the Export- 
Import Bank, and in every instance thus far we have approved the 
loan which they proposed to make. 

Mr. RooseEve tt. ‘Now, does the Export-Import Bank have some- 
body in Spain observing the Lgpeeted of those applications within 
thé Spanish Government and looking at the project at first-hand 
before it comes over here? 

Mr. Porter. No; they do not. Most of the loan applications 
which have been received up until about 60 days ago were for com- 
modities like wheat and cotton. I think the bank properly felt for 
those kinds of loans they did not nced anyone in Spain to make any 
on-the-spot investigation. 

(Discussion off the record.) 

Mr. Porter. I should say up until the last 60 days thero had not 
been the kind of loan applications that required an on-the-spot inquiry. 

Mr. Roosevett. Have theso applications for cowmoilities such 
as food been direct ship ents to the Spanish Goverirr ent, or Spanish 
importers of these commodities? 

fr. Porter. In the case of wheat the Spanish Government itself 
has acted as the procuring agency. In the case of cotton, if my 
recollection is correct, private importers have imported the cotton, 
but the Spanish Government has assumed the responsibility for 
repayment. 

Mr, Roosevett. That is very helpful, Mr. Chairman. Now, my 
next field of questioning is on this whole organizational problem again. 

We heard very eloquently from Mr. Hoffman and Mr. Rockefeller 
yesterday. Mr. Cabot seemed to dodge behind the general recom- 
mendation that things were going well now, so “why monkey with 
the works?” Secretary Acheson mentioned two or three other pro- 
posals that have been made. 

Havo you any opinions, Mr. Perkins, as to how this program could 
most effectively be administered? 

Mr. Perkins. I think tho thing that we have to start out by 
recognizing is that in this kind of a program it affects a great many 
agencies of the Government. I think I understand that was brought 
out guite thoroughly by Mr. Rockefeller yesterday afternoon. Hav- 
ing bad some experience in trying to run businesses and other things, 
I think you have to recognize when you get beyond a certain sizo 
that you run into administrative difficultics, no matter how you 
set up the administration. Size, per so, is the thing that you have to 
cope with and grapple with. You generally have to wind up with 
some kind of a coordinating system. 

Your coordination at tho top in intge and complicated situations is 
seldom adequate because the top people have simply not got the time 
or ability to know really what is going on in the various fields whero 
decisions have to be reached, atl even in smaller situations, in the 
United States Government, I have called together people who were 
in charge of respective departments and we could not reach a decision. 
They would never actually know what tho details were in the particular 
problem before them, 
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So one of the important things is that you have to recognize tho 
fact that you do have to establish positive coordination and must uso 
coordination agencies and people to carry these things through. Only 
the most critical policy questions ever do or ever should come up to 
the top. 

I think that is generally the theory of the creation of Mr. Cabot’s 
committee, ISAC, and the setting up of that in that way. Personally 
I agreo with that theory. I think that is the right way to do it. “I 
think you are going to have to do that, no matter what elso you do. 
I think it is the kind of a situation where that is going to be essential, 
because you have certain specific clements in this situation which you 
cannot. put together in one place, and even if you did you would still 
have to coordinate them because they would still be big and compli- 
cated problems. 

So I think my personal feeling is that the way we are operating now 
is not a bad way of operating. That docs not mean it cannot be 
improved and if it can be, of course, it should be. 

Wo ought to be careful in making any drastic changes until they 
have been carefully worked through, and we are certain that an im- 
provement will result rather than further confusion and delay in the 
program. I can well imagine that there may be better ways of setting 
up the over-all situation, but I can also well imagino that if that were 
done without careful thought and careful preparation, we might have 
a let-down in our ability to act in the United States for a period of 
3 or 4 months while some new agency was getting set up or organized, 
and that that might be very serious from the point of view of the 
over-all program. 

Mr. Jupp. Will the gentleman yield for one short question? 

Mr. Roosrvert. Yes; I yield. 

Mr. Jupp. You can have this off the record, if you prefer, but 
havo you in the political departments felt that ECA, because it is 
handing out millions of dollars, was having more influence in the 
countries involved than the ambassador? This is the ofd question of 
whether there are two voices for America. 

Mr. Perkins. I do not think we need to put that off the record. 
I do not think that is correct, that there has been any evidence that 
the head of the ECA mission has in any way established a position 
of more prestigo than the ambassador. 

Of course, it is extremely important that in the field in particular 
the United States bo represented with one policy. We do not have 
any divergent elements representing the United States going off in 
different directions. 

There will be some instances, of course, and it would be bound to 
be so, where there have been a few things which happened which it 
would have been better not to have happened, but generally speaking, 
I think the relationship has been extremely satisfactory. 

Mr. Rooseve.t. Now, the major point made by Mr. Hoffman and 
Mr. Foster was that they were operators and that their agency was 
an operating agency and that policy questions were to remain in the 
State Department or in the other permanent departments, where 
policy was made on a Cabinet level. 

Now, that sounds good to me, but when I begin trying to analyze 
it in individual cases I get rather confused. For example, if we followed 
Mr. Hoffman’s and Mr. Rockefeller’s and perhaps Mr. Foster’s ideas 
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and set up this super-duper economic aid agency, we might come to a 
question of whether the economic aid should bo directed into military 
production or into civilian production: That would be a question 
which would vitally affect the ability of that government to remain 
stable politically. With a drop in the standard of living, communism 
might infiltrate and take over. 

ow, although that is an economic policy question and, thereforo, 
might be reserved by the supereconomic operating agency, it still 
fundamentally involves a political question, and in my judgment the 
best people able to determine the political effect on the stability of the 
government would bo the State Department. 

What is a definition of where policy stops and where operations 
begin? That is really the key, as I sce it, to this whole question, 

{r. Perkins. That is a very difficult question and it is very hard 
to make policy judgments or to make operating judgments without 
shes pretty well familiar with what is going on at either end of the 
problem. 

Mr. Roostevevt. Can I ask you there, what is the difference between 
an operating judgment and a policy judgment? You just used those 
two phrases. That is why we are confused. 

Mr. Perkins. Well, operating judgment would basically be, when, 
where and how do you do a pares thing, I should think. When 
you get into a question of what kind of a program to have, like the 
question you stated of should you throw your support to the economic 
end or the military end, I think that is definitely a policy question, 
and I think everybody would recognize it. 

What I was trying to indicate was that unless you worked closely 
together op these matters, you are not conscious of when you are 
running into a policy question when you are operating, nor are you 
conscious of when you are running into an operating question when you 
are trying to form policy. 

So the questions have to be very closely correlated, and I think that 
can be done. 

I think this is true of the people as a whole. We know pretty much 
what ECA is doing, and they know pretty much what we are doing, 
and our people are in contact daily on a terrific variety of matters. I 
think sometimes they think we raise policy questions when we should 
not, and I think that sometimes we think they do operating things 
when they should not do it; but at least we know what the other is 
doing and have an eppertumy to discuss it and straighten it out. 

Mr. Rooseverr. Mr. Perkins, you have very early stated the 
really basic need of complete coordination between the State Depart- 
ment and any operating economic-aid agency. In a set-up whereby 
a new operating agency was directly placed under the policy super- 
vision of the Secretary of State, and perhaps reserving the right of the 
Administrator of the operating agency to take any basic dispute to the 
President, would that facilitate this coordination? 

Mr. Perkins. I am afraid I do not have any very good judgment 
on that, It might and it might not. I think one of the things that 
we should remember is that the State Department has not been set 
up basically as an operating agency. If you were going to give it 
supervision of an operating agency, which means putting it in the 
operaune business, it would need a rethinking’a little bit as to what 
the State Department was and what it should do, and how it should 
be organized. It might be helpful and it might not. 
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Untess the thing were very carefully worked out, I would hate to 
try to give an opinion on that. 

Mr. Noosavery: I think there is one other factor here that many 
of us feel one of the reasons for the success of the ECA was because 
of the kudos and the stature of the Administrator within the Govern- 
ment. He was on a Cabinet lovel and, of course, the personal abilities 
of both Mr. Hoffman and Mr. Foster, as well as Mr. Harriman, and 
later on Milton Katz, were responsible for it too. 

Onc of the questions I brought up with Mr. Cabot was that perhaps 
he was not given enough kudos. I think it was Mr. Judd who asked 
him whether he could go directly to the Prime Minister of France on 
a given problem. He said “No.” There was not any real nced to 
because the Ambassador would do it. 

The reason I mado this suggestion was to take care of this need of 
stature and kudos there should be the creation of an independent 
Sperating agency, but subservient to the Secretary of State, as far as 
all policy questions are concerned. It would help the Congress then 
to put its finger directly on the responsible officials for the program. 

Mr. Perkiys. As J basically understand the situation, that is the 
way we now operate. ECA does or is guided by the State Depart- 
ment on policy. If they think there is something wrong that is go- 
ing to interfere with their objectives, they have a right to take it to 
the President, and thoy would so do if they felt they should. 

You are perfectly right on the question of kudos in this situation. 
It is right from another point of view, and that is your ability to re- 
cruit the kind of people you want to get into this kind of job. That 
is very important. It is becoming increasingly difficult with the large 
number o people at relatively high levels in the Government to get 
an outstanding man to come in and make him feel he is going to have 
an outstanding job. 

So that anything we can do from that. point of view is also useful 
to enable us to recruit people of capacity and stature. 

Mr. Rooseve:t. One last question on this line, Mr. Perkins. It 
is my hunch this committee is going to favor in general the settin 
up of a new independent agency, and will do it in this bill. I thin 
that is fine, provided we fully understand the implications and sur- 
round this new agency with enough safeguards to prevent it from 
ultimately becoming a superduper agency which could conceivably 
take over the State Department, and even the Defense Department. 
I say that somewhat facetiously, but if you think it through it be- 
comes an absolute possibility. 

I think that we have to start thinking here in this committee, and 
that is why I am asking vou for this guidance, because you have been 
in both the agencies, as to the kind of safeguards we can set up to- 
prevent. this agency from becoming, because of its tremendous 
economic power, a policy agency in itself, or a molder of policy ir 
eet I think that is a very key question in this whole organizational 
problem. - 

Mr. Vorys. Will the gentleman yield? 

Mrs. Botton. Will the gentleman yield? Is your question on that 
subject, Mr. Vorys? 

Mr. Vorys. Yes. 

Mrs. Botton. Go on with your question on that subject. I have 
another one. 
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Mr. Vorys. On that subject, [think we make a mistake by assum. 
ing that everyone agrees with the glowing reports of success that HCA 
and the State Departinent: give themselves on this military and 
economic program. If there has been no conflict, and if everything 
has pono smoothly among the Americans in these countries, but if the 
total net result is that while recovery---the thing cach country can do 
for ilself—has proceeded beyond our expectations, yet integration 
and unification, both military and economic, lias fallen far below the 
expectations and hdépes of everybody, including these agencies, then 
that is not necessarily a situation which could be deseribed ns success- 
ful. Tall tho military, the State Department, and ECA people say, 
“Wo are just a sweet, happy family in every cauntry, but we have 
not gotten the results Congress oxpected or we wanted after pouring 
out billions of dollars,” then that doos not necessarily wind up with 
the viow that we ought to leave the organization as is. Et may point 
toa necessity for doing something diferent from the way we have been 
doing it. 

You can consider that as a question or a comment, Mr. Perkins. 

Chairman Rtcwanps. T have one thought on that. Mr. Perkins, 
you, of course, agreo that ECA is an independent agency? 

Mr. Perkins. Yes. 

Chairman Ricnarps. Allright. You testified, and other witnesses 
have testified, that nevertheless there has been no real conflict. that 
could not. be solved between tho dosire of the ageney and foreign 
policy itself. If that bo truc, then what is the great danger in setting 
up a new agency with an enlarged scopo on the basis that it will have 
no conflict on the matter of policy and being assured of putting the 
right man at the head of it? 

Mr. Penxtins. 1 think it can bo done. The caveat [ was trying te 
throw up was that if you make too many changes in doing it you may 
confuse the situation to a point where we would no longer operate 
effectively for a while. I think undoubtedly it could be straightened 
out. Continuing the ECA or giving it a different name and perhaps 
slightly changing its power, if you will, 1 think would present no 
difliculties, but I just do not know. 

Tho thing that worries mo a little bit is what you have in mind as 
to how superduper an agency this is going to bo. 

Mr. Roostveit. My understandin of Mr. Rockefeller’s and Mr. 
Hoffman’s recommendations was to change the name of ECA. Mr. 
Rockefeller has his own recommendation as to the name. They also 
recommended that we keep the same personnel; pul point 4 into it, 
and take it out from the State Department; put all military production 
aid, as distinguished from military end-item aid, into it; and put tho 
right to make bilateral commercial agreements, such as the Mexico 
agreemont, which he referred to, which was made during World 
War II, into it as a new authority; and broaden its scope from Europe 
to include the rest of the world. Tho STEM missions would no 
longer be just STEM missions, but would bo regular Overseas Eco- 
nomic Aid Agency missions. . 

Mr. Vonys. And permanent. 

Mr. Roostvent. And permanent. 

Now that, as Lf understand it, is his recommendation for the agency. 
I think, if you do that, you are going to set up a superduper agency 
which is going to have policy-making temptations. 
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Maybe Mr. Hoffman is one of these people who can refrain from 
the temptations that go with such irenieuitaits power, but I do not 
like to set up a permanent agency which is dependent on the morality 
of just one man. T think we are dealing here with a problem that 
is going to go on for 30 years or more. Maybe Mr. Hoffman will not 
be around for 30 vears. Maybe Mr. Foster will not be available in 
30 vears, and maybe people on this committee will not be. We have 
to look for the time when the person is not the deciding factor in the 
effectiveness of the arrangement we create, 

Chairman Rremanns. Did you have any comments to make, Mr. 
Perkins? 

Mr. Perkins. ] want to make » comment on what Mr. Roosevelt 
just said. 1 did not know there was in consideration setting up a 
permanent agency. IT thought what was being considered was the 
proposal of a temporary ageney whieh would carry through this 
particular problem we have now as ECA did the economic problem, 

Mr. Roosrve t. All of these people considered it to be—and I 
would say the better word is-—-semipermanent. It is not going to be, 
like ECA, for 4 vears, and then it is finished. It is an ageney which 
will go on as long as there are underdeveloped areas in the world, as 
I see it, and Communist aggressive threats. 

Mr. Perkins. 1 think some of the things T have said necd to be 
tempered if they are addressed to a permanent agency. I think that 
raises a separate buneh of problems that becomes quite difficult, 

Mrs. Borton. Might [just ask this question? 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Bonton. In the report on this bill, in the material sent us by 
the State Department, there is a statement that the economic situa- 
tion in Yugoslavia has deteriorated very much. 

What. has been the cause of the deterioration? 

Mr. Perkins. Fam not sure [ know that statement. 

Mrs. Boiron, It is page 23, I think. It says it quite definitely. 

Mr. Roostvect. Mr. Chairman, while Mrs. Bolton is looking for 
that, may I just finish this line of questions L have? 

Chairman Riciarps. Mr, Roosevelt, 

Mr. Roosrve.r. Mr. Perkins, if stich an agency were set up, have 
you any idea as to how we can restrict the anithioritse of such an agency 
to maintain it as an operating ageney and to maintain foreign policy 
in the State Department? 

Mr. Perkins. I think basically it would do what was done in the 
ECA. I think it can conceivably be strengthened a litle bit, but the 
ECA Act did provide, as T recall it, that policy matters were to be done 
only after approval of the Secretary of State. 

Is that not right, Paul? 

Mr. Porter. Upon consultation and policy guidance. 

Mr. Perkins. 1 think the wording could be perhaps improved a 
little bit. 

Mr. Vorys. Will the gentleman yield? 

Mr. Roosrveut. Yes. 

Mr. Vorys. Section 105 (c) reads: 

The Administrator and the department, agency, or officer in the exccutive 
branch of the Government exercising the authority granted to the President by 


the Export Control Act of 1949, shall keep cach other fully and currently informed 
on matters, Including prospective action, arizing within the scope of their respec- 
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tive duties which are pertinent to the dutics of the other. Whenever the Adminis- 
trator belicves that any action, proposed action, or failure to act on the part of 
such department, agency, or officer in performing functions under this title és 
inconalstent with the purposes and provisions of this title, he shall consult with 
such department, agency, or officer and, if differences of view are not adjusted by 
consultation, the matter shall be referred to the President for final dceision., 

That is the one between the Administrator and the Secretary of 
Commerce. There is a similar onc—— 

Mr. Porter. And (b) preceding that. 

Mr. Vorys. And (b) preceding that is the one that spelled out in a 
little bit longer language—different words, but the same musice—what 
T havo just read. The administrator and the Secretary of State talk 
with each other and— . 

* © © if differences of view are not adjusted by consultation, the matter shall 
be referred to the President for final decision. 

That is tho way it was dono in ECA. . 

fr. Roosevent. I read that section, and that section in my judg- 
meut is completely inadequate in this situation because there is no 
statement in there which says that this fellow is an opcrator and not a 
policy man. Itsays when ho determines a policy ho must consult and 
eep the other fellow connected with the policy in the other agency 
informed. If there is a difference in policy, then they go to the 
President. 

In other words, there is no restriction on tho making of poticy writ- 
ten into that act, as I read it. Maybo my legal interpretation is 
inaccurate. 

What [ am worried about is that so much power will go into this 
fellow because of the tremendous funds he has that his judgment on 
policy will always be determinative. If there is a fight and it goes to 
the esident, the President will almost havo to go along with this 

ellow. 

Mr. Perkins. Was that not true in the instanco of the ECA Act, 
because Congress did establish the policy which was to guide ECA? 

Mr. Rooseve.t. Yes. I think so, but Congress is going to decide 
the policy in broad forms here, but tho secondary-lovel policy question 
is the one I cited, about how much gocs into military production, and 
how much into civilian production, for example. 

Mr. Perkins. Yes. . 

Mr. Roostvett. That is a question which Congress will not and 
should not attempt to lay down tho policy on. It is what I call a 
secondary-level policy question. That is thp question which this 
new Administrator could, if we followed tho language of the old act 
decide almost exclusively by himself. There are no safeguards arounc 
it, and. that is why I suggested perhaps he ought to be under tho 
Secretary of State. 

Mr. Perkins. F do think perhaps the reason—although I was not 
here at that time—the reason this act was drawn that way is because 
Congress did establish the policy and told the Administrator to carry 
out that policy. . 

Mr. Vorys. If you would like the history of it, tho Secretary of 
State brought an act up hero and said, “We want it this way,” and 
was quot in the papers as saying, ‘If pou do not have it this 


way—— 
Mr. Rooskvett, Then you will have two Sceretarics of State. 
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Mr, Vorys. Yes, and ho said do not pass it at all uniess you head 
the administration in the Department of Stato. 

Mr. Roosrve.t. That is right. That was Secretary Marshall, 
and he also stated if you do not put it under the Secretary of State 
and create a separate agency you will have, in effect, created two 
Secretaries of State. 

Mr. Vorys. And we procecded to set up an independent ageney. 

Mr. Roostevent. Luckily it was not a big enough program and you 
had men who did not want to be Secretary of State. 

P Mr, Herter, They are four times as. big as the Department of 
State. 

Mr. Roostve it. Not in the long range it is not. 

Mrs. Botton. Could we refer back to my question, Mr. Chairman? 

Chairman Rienanps. Mrs. Bolton. 

Mr. Perkins. I think, Mrs. Bolton, the comment in this report 
refers to the condition which developed as a result of their splitting 
with Moscow. 

Mrs. Boros. But that is old history. 

Mr. Perkins. That is old history. This does not mean currently. 

Mrs. Botox. Tho inference one draws from the written statement 
is definitely current, and is worse than the last time when we were 
discussing Yugoslavia and helped her out. If there has been any 
improvement. then I would suggest that the statement is somewhat 
confused, and that is why Tam asking that. 1 wish you would check 
on it. 

Mr. Perkins. That refers to the history over tho last 3 or 4 ycars, 
but the situation has not recently deteriorated. On the contrary, 
it is getting better. 

Mrs. Botton. I am somewhat relieved to have the impression 
corrected and to know that the deterioration is of the past. When 
the Yugoslav situation was before us last year there were opinions 
expressed that the deterioration was due to Communist methods. 
Were this continuing it might make somo difference in the method we 
might employ from here out. . ; 

ho strategic position of Yugoslavia would make it seem advisable 

for us to assist her in continuing her firm position against Moscow. 

b Mr. Perxins. The situation is not now detcriorating, but is getting 
etter, 

Mrs. Botton, Thank you very much. 

Chairman Ricuarps. Are there any other questions? 

Mr. Merrow. Mr. Chairman, I have just a question in reference 
to this matter of integration that you spoke about on page 3. I 
referred to that before. 

It seems this matter of European unity is of great importance. So 
much so, that General Eisenhower devoted a speech to it in London 
a short time ago. 

I wonder if you would give us a report on just how the OEKEC and 
the Council of Europe and the European Payments Union, and so on, 
havo penetrated tho political and economic barriers in Western 
Europe? You made that as a statement here. I think it would be 
helpful if we could have a detailed statement on how theso agencies 
have done that. . 

Then, in connection with this, would you be willing to set forth 
the steps that you think they ought to take in tho immediate futuro 
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to bring about the degree of integration that we hopo for in order to 
make tho Continent an entity that will be able to support itself 
economically and build up military machines so that it can protect 
itself? We would be very glad to get such a statement from you. 
Would you make that statement for the record and perhaps indicato 
what we can do to accelerate integration. 

Mr. Perxtns. Yes. 

Chairman Ricrarps. Would you placo that statement in the record 
as a part of your testimony? 

Mr. Perkins. We will. 

(Tho information requested is as follows:) 


Evrorean Errorts Towarp Poriticat AXD Economic INTEGRATION 


The OEEC has contributed significantly to reducing the economic barriers 
separating the nations of Western Europe, particularly through its program of 
trade liberalization and its creation of the European Payments Union. Under 
the trade liberalization program it has set specific standards for the member 
countries to achieve in freeing their trade from quota restrictions on imports. 
The effect of these quotas has been to hamper serfously the flow of trade and to 
encourage an inefficient use and distribution of European resources. The OKEC 
Council first agreed in 1949 that each member country should freo from such 
restrictions 60 percent of ita imports from other member countrics; later it raised 
the goal to 60 percent; and has now directed a 75 percent liberalization standard. 
Nearly all the OEEC countries have complied with the 60 percent decision and 
a number of countries have already reported thelr achievement of the 75 percent 
objective, 

he European Payments Union, which the OKEC was active in creating and 
which is operated under the authority of the OEEC, fs essentially an automatic 
system for the clearing and settlement of the yments among the member 
countries, In the absence of such & multilateral clearing system each country 
was In effect forced to balance its accounts bilaterally with each other country; 
{. &., no countr’ could buy from one country and cover the necessary payments 
by a surplus of sales to another country. This situation led governments to 
mposo numerous restrictions on their trade and fostered discriminatory trade 
and payments practices. Under the EPU the currency of any member is freely 
transferrable in terms of tho currencies of all other members, so that the direction 
of trade within Europe need no longer be distorted by bilateral payments diffi- 
culties. This improved payments arrangement has contributed to a rapid in- 
crease In the level of intra-European trade, to measures liberalizing trade, and 
to the encouragement of efficient, low-cost production. 

The significance of the OEEG, however, extends beyond its specific accom- 
lishments in fostering an integrated European market. In the OEEC an intensive 
process of mutual examination of various aspects of national programs is contin- 
uously taking place, and the member countries have exhibited a willingness to 
make readjustments In the I[ght of these examinations. Asa result many prob- 
lems are now subject to international review and recommendation which have 
traditionally been considered of purely domestic concern. 

The Council of Europe is composed of a deliberative body, the Consultative 
Assembly, and a Committee of Ministers. Members of the Assembly are_nor- 
mally selected by the participating governments: unlike the members of the Com- 
mittce of Ministers, however, thev do not represent governments. The Assembly 

debated many problems of European significance, Including social security, 
human rights, fullemplovment, treatment of refugees and the elimina‘ton of visas, 
and has made recommendations to she Commitice of Ministers, Aishough the 
powers of the Assembly are currently quite limited, the Council of Europe serves 
as a focal point for the movement toward a united Europe, as a unique forum for 
consideration of problems from a European point of view, and as a testing ground 
for the concept of a European parliament. 

To mention briefly other important developments—in the NATO the process of 
questioning national! programs and harmonizing them through intergovernmental 
agreement, which is apparent also in the OFEC, is being extended from the 
economic to the political and military fields. Under the Schuman pian, a bold 
experiment in functional integration is being undertaken. The six participating 
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countries will institute a genuine single market for coal and stect to be regulated 
not by national governments acting tugether, but by a supranational High Au- 
thority, responsible to its own specially elected Common Assembly representing 
the peoples of the six countries. The extension of the Schuman plan functional 
approach to other fields is being considered, must importantly in connection with 
the proposed European Ary. 

The concept of a unified Europe is thus findin eapicasion in a varicty of ways, 
and various devices are being explored and tested. European integration appears 
to be emergivg in a series of political and economic groupings which are mutually 
reinforcing: first, a center core of European countries, the Schuinan plan coun- 
tries, who because of the dual pressure of economle necessity and geographic. 
location can probably move most rapidly toward the establistinent of common 
institutions; second, a wider gcographic area, Western Europe as a whole, which 
has a common cultural heritage aud many economic problems which can be 
effectively resolved on a Western European basis; and lastly, a broader grouping 
representing the North Atlantic community as a whole which must act in concert 
econotnically, potitieally, and tmilitarily to strengthen the defenses of the free 
world. From a historical viewpoint the progress which has been made in this 
pattern since the war {is remarkable. 

Although it must be recognized that the decisions on measures for integrating 
Europe are tho responsibility of the Europeans, the United States believes that 
further progress can be made slong the lines outlined above, and will continue to 
encourage this evolution toward European unity. Among the specific measures 
under consideration in this area which the United States fs currently encouraging 
are those for extending the trade liberalization effort by establishing a ‘common 
list” of liberalized items for all QEEC countries, by liberalizing so-called invisi- 
ble transactions (c. g., payiments for services), and by reducing disparities in 
European tariffs; for strengthening and continuing the functions of the European 
Payments Union; for applying the Schuman plan principles to the establishment 
of a European army; and for coordinating the economic work of the NATO 
and of the OBEC, 


Chairman Riciarps. Thank you very much, Mr. Secretary. We 
appreciate your coming up and we havo profited by your testimony. 
he committce stands adjourned until 2:30 o'clock, when Mr. 
Porter will be tho next witness. ; 
(Whereupon, at 12:45 p. m. the committees adjourned until 2:30 
p. ny. of the same day.) 


AFTERNOON SESSION 


Tho committee reconvened at 2:30 p. m., the Honorable James 
P. Richards (chairman) presiding. 

Chairman Ricuarps, The committee will come to order. We will 
resume testimony on the so-called Mutual Security Program. Wo are 
privileged to have with us this afternoon Mr. Porter, Assistant 
Administrator for ECA. 

Mr. Porter, we will be glad to hear from you now. Do you want 
to give usa prepared statement or do you just want to subject yourself 
to questioning on salient points? 


STATEMENT OF MR. PAUL PORTER, ASSISTANT ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION 


Mr. Porter. Mr. Chairman, I do not have a prepared statement. 
I propose, if it is satisfactory to the committee, to make a brief 
extemporancous statement as a prelude to questions. 

I thought through questions we could best get down to brass 
tacks, how, why, and where we propose to spend the aid which is 
being requested of the Congress. 

(Discussion off the record.) 
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Mr. Porter. I thought it would be useful if I took a few minutes 
to tell you how we arrived at tho estimates of the amount of aid 
which wo think will be needed during this coming fiscal year. 

We have not been content. to accept the Europeans’ own estimate 
of their military capabilitics, that is, their capabilities for the produc- 
tion of armaments, or of their own estimates of the amount of aid 
thoy need. ; 

We havo preferred to make our own estimates which are uniformly 
higher with respect to what Europeans can do and uniformly lower 
than what they would like to obtain from tho United States. 

The preparation of our estimates has been a much more complex 
task this past year, or in preparation for the new request, then it has 
been in previous years. 

In previous yecis a balance of payments study, showing the deficit 
of the members of the OEEC, has been our basic document. This 

ear we have had to make a number of other studies leading up to 8 
alance of payments estimates. 

We have fclt with the 3 years’ experience which we have had in 
analyzing the different economies of Europe that we were able to make 
a reasonably reliable estimate of what they can do, the amount of aid 
which will be necessary to enable them to meet the military production 
targets that we propose they undertake, and so on. 

We felt this experience we have had has enabled us to make better 
judgments than we have received from the European countries. 

e steps we have followed in the preparation of our request for 
.aid this year is to begin first with an estimate of the capabilitics for 
military effort, based upon our knowledge of the manpower and. 
facilities available in each of the European members of the North 
Atlantic Treaty Organization. 

We havo, of course, had to take into account certain limitations. 
The first of those is the availability of raw materials. All of our 
estimates have been fitted within the framework of materials which wo 
estimate will be available during the forthcoming year. . 

Secondly, we have had to temper our estimates with a judgment. as 
to the feasibility of increased taxation in order to support ¢. higher 
military budget in these countries, and also a judgment as to the 
limits in which consumption could be curbed in these countries, so 
that they make the maximum contribution of their own resources. 

We have, for instance, estimated about all wo can expect in the 
way of increased taxation for the European NATO countries as a 
whole is a 10.9 percent increase,in taxation. 

(Discussion off the record.) 

4 Mr. Porter. We tried to be realistic in estimating what will be 
one. 

Somewhat the same kind of estimate has been made as to the level 
of consumption in the various European countries. I can give you 
our estimates for all of these countries. But I will take at this time 
just a few as an illustration. 

We have estimated, for instance, that in the United Kingdom 
consumption can and probably will be reduced. “We have estimated 
it will be about 98.8 percent of what it has been during the past year. 

We estimate that in the Netherlands they will be able to cut their 
consumption level to about 98.3 percent. However, to bo realistic, 
we have assumed that in Italy as military production increases, many 
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of the unemployed are put to work, that it is inevitable that when 
unemployed people go to work there will be an increase in the total 
level of consumption. 

We saw that in the carly 1940’s in the early part of our defense 
program here. We have therefore in making our estimates forecast 
for Italy a per capita consumption level for this coming year of 103.9 
percent of the past year. 

In France we have forecast a per capita consumption level of 102.7 
percent for the forthcoming year as compared with the past one. 

Per capita personal consumption in the United States has increased 
by somewhat more than one-third since 1939. ‘Nhe rearmament effort 
in this country will probably mean a check on this increase or even & 
small decline. .As nearly as can be estimated per capita personal 
consumption expenditures in the United States in 1951-52 will range 
from a maximum of the same level as per capita personal consumption 
expenditures in 1950-51 to a decline of approximately 3 percent. ‘The 
data on which these calculations are based are in terms of prices in 
the first half of the calendar year 1951. 

‘The composition of consumption in the United States is substan- 
tially different than the composition of consumption in other areas of 
the world. A very significant difference is that a relatively large por- 
tion of consumer expenditures in the United States is on automobiles, 
household apptiances, and other consumer durable goods. While per 
capita personal consumption expenditures on nondurable goods and 
services may actually show some increase in the current fiscal year 
over 1950-51, the expenditures on durable goods will certainly show 
a substantial decline. It is in this sector of consumption that the 
major direct impacts of rearmament will be felt. 

In making adjustment as to how much of a reduction in consump- 
tion is possible in the European countries, in order to further their 
defense efforts, I think it is well to keep in mind that our per capits 
income in the United States is 3¥.times that of the average consump- 
tion level for the other European NATO countries, excluding Canada. 

Mr. Vorys. Will you just give us those figures? You have GNP 
but not income. 

Mr. Porter. That is right. You mean, on what the per capita 
income is or consumption levels that we have estimated? 

Mr. Vorys. National income. We have gross national product 
figures. Give us the national income figures. 

Mr. Porter. The national income figures for the past ycar are as 
follows, for the following countries: Belgium and Luxemburg, $626 
per conte of national income; Denmark, $679; France, $542; Italy 
$286; Netherlands, $446; Norway, $535; Portugal, $216; the Unite 
Kingdom, $631; the United States, $1,916. All of these} figures are 
computed as of current prices. 

Mr. Jupp. Does that mean, wlien you say that England’s is $631, 
that you are just taking the number of pounds they get per capita 
and converting that into dollars at the present rate of exchange, or is 
that a weighted figure that means their purchasing power per year is 
comparable to what an American can purchase with $1,916? 

Mr. Porter. It is not related to American purchasing power. 

Mr. Jupp, Then the gap is not quite so great, because in most things 
the price level is higher here. The American gets 3 times as much 
money, but he cannot buy 3 times as many commodities, can he? 
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Mr. Porter. It varies from country to country, Mr. Judd. Their 
food costs are less than our own. Their clothing costs are somewhat 
higher. The cost of an automobile in the United Kingdom is sub- 
stantially higher than in the United States. That would apply to 
almost. all luxury items. 

Mr. Reece. Do you have the 1938 figures? 

Mr. Porter. I do not have them before me, but I can obtain them. 

Mr. Vorys. Before you go to that, will you give us the totals? 
We have the gross national product for Europe. What is tho national 
income? Have you that for NATO? 

Mr. Porrer. I do not have the totals before me for total national 
income for the NATO members. . 

Mr. Vorys. Per capita? 

Mr. Porter. The average per capita? 

Mr. Vorys. Yes. 

Mr. Porter. Yes. The average per capita is $597, average per 
capita GNP. 

{r. Vorys. I want to get the difference between GNP and income. 
I am always puzzled over those statistical things. 

Mr. Reece. Will the gentleman yield? I think it would bo very 
helpful, so it could be made of record, if you could give us a brief 
description of gross national product and national income. 

I think that question just keeps bobbin up. 

Mr. Herter. IJ asked that question of Mr. Harriman, and he passed 
it over to Mr. Gordon. Mr. Gordon amplified his remarks in the 
record. I think it took five pages. 

Mr. Porter. May I say, Mr. Reece, that I am also bewildered as 
to the distinction. . woes 

Chairman Ricwarps. Mr. Reece, is five pages enough on that? 

Mr. Porter. As I have tried to boil down the five pages as used by 
the experts, I would define it this way! 

Gross national product is the total output of the nation; national 
income is gross national product less depreciation on capital. So 
nationel income genérally runs around 90 percent of gross national 
product. : 

Mr. Rexce. I think that is a very good statement. 

Chairman Ricarps. Let us let Mr. Porter get along on his state- 
ment. 

Mr. Porter. I get dust as lost by the experts as you do, Mr. Reece. 

In answer to Mr. Vorys’ question, I do not have the average per 
capita of national income for all of the NATO countries. 

he average per capita of gross national product is $597. I think if 
you reduced that by 10 percent you would come out just as accurately 
as I would after doing a lot of figure work. 

Mr. Smita. Mr. Chairman, may I ask if Mr. Porter could furnish 
the figures of the per capita to cover those same two points, national 
income and gross national product as of the period when this started. 
I believe this program started in 1948. Would that be possible? 

Chairman Ricwarps. Will you do that for the record 

Mr. Porter. We will do that. 


oe 
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(The material referred to is as follows:) 


Per capita gross national product and national income, nine European NATO 
countries and the United Slates, 1938, 1948, and 195t 


(In dollars, at current prices] 


Gross national product National income per capita 


per capits 
168 | 1948 | 1951 1S 1048 1951 

Relgium-Luxemburg 312 710 164 2a 590 6% 
Denmark...........-. 2 625 812 2 Ay. ] sy 
France....... see a 439 C68 zn 380 ' 542 
Italy......... 198 Bs st 138 Bs Bs 
Netherlands. 374 im 560 34 HS 446 
43s 624 a2 4ll 535 

138 221 y 435 118 yy | 216 

87 789 631 


1 696 4 M7 
674 1, 767 2, 143 1,524 1,916 


x | 88 


Notrr.—Changes In the above figures from one time period to another should be interpreted with cau- 
Con, since the figures sre expressed [a current (i. ¢., changing) prices. For most tries, the increases in 
the figures between 1938 and 1N3 reficct Brey or entirely Increases, and do not re ‘ot actual 
increases In gross national product or national {ncome in real terms. In addition, com both be- 
tween time periods and between countries may be inaccurate because the exchange rates used to convert 
into sidan of dollars may not closely reflect the differences in actua) purchasing power of the several 
currenctes. 


Source: Economic Cooperation Administration, Division of Statistics and Reports, July 19, 1951. 


é 


Mr. Porter. | have deseribed our first step-—-just to repeat it 
very bricfly—-as an estimate which we have made ourselves of what 
the Europeans are capable of in the way of military production, taking 
into account certain realistic limitations, such as their willingness or 
ability to increase taxation, their ability or willingness to reduce 
consumption. 

The second step we have used in arriving at these estintates is to 
prepare on statement of internal accounts for each country, showing 
for that country its gross national product, its level of consumption 
investment, employment, its government budget, both military anc 
nonmilitary. 

May I emphasize that these are a forecast of what wo think is 
possible during this coming year. These are not based necessarily 
upon official estimates, We have always taken official estimates into 
account, but we have not taken the official estimates of another govern- 
ment as the last word. We have made our own estimate. 

Next, after having prepared these internal accounts, we then pre- 
pared a balance-of-payments statement, taking into account all of 
the foregoing factors which I have mentioned, and also taking into 
‘account that country’s foreign trade. 

We have been obliged to make our estimates of their exports during 
the coming year and their probable imports. 

In that connection we have estimated, taking the OLEC members 
as a group, an over-all increase in the volume of imports amounting 
to 5.9 percent. i 

The reason why we have estimated that increase in imports is that 
it is an increase in raw materinis necessary for armament manufacture. 

Only in a few instances, as in the case of Italy and Franco, will those 
imports represent an increasa in consumption levels, because in our 

85708—51——29 
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estimate to some extent consumption levels will rise in those particular 
countries. 

We have mace an estimate that there will not be during this coming 
year an increase in the volume of exports of the European countries to 
the rest of the world. That is an over-all estimate. 

We recognize in a few instances there will be an increase in exports. 

Mr. Herter. I have before me your balance-of-payments table, 
which I must say is a little difficult to read. In that you show a very 
considerable increase in exports of the 14 nations. Between 1950-51, 
1951-52, you have an increase for all countries of roughly a billion 
and a half dollars. Maybe this represents changes in prices. 

Mr. Porter. I think that is it, Mr. Herter. I will have to check 
on that. . 

Mr. Herter. This whole table takes considerable reading. It 
would take an expert to explain this table as it is set forth. Certainly 
the dollar amounts are increased. Perhaps you are speaking of 
volume. 

Mr. Porter. May I have the opportunity to explain that at s 
later time? 

We have estimated that in volume, exports would not increase 
because of a diversion of goods which would otherwise go into exports 
going into military production. 

We have estimated there would be an increase in export prices 
which we have calculated at 4.9 percent. 

I would like to check that percentage against the difference in the 
table that you refer to. We have also in making these estimates taken 
into account an expected decrease in trade between the countries of 
Western Europe and the Soviet bloc. 

As you know, we are pressing the countries of Western Europe to 
reduce all their trade in ivems of strategic importance. And we have 
assumed there would be a considerable decrease this coming year in 
that trade with the Soviet bloc. 

We have also estimated there will be an over-all increase in produc- 
tion of 5.3 percent. Then, having made these balance-of-payments 
estimates, before we accepted them in the form in which they had been 
presented to you, we have cross-checked them against the export- 
import tables, which we have always prepared in the past, which show 
commodities by major category, and also by source and destination. 

In this connection we have taken account of the fact that some of 
the commodities will be in short supply during the coming year. 

Finally then, as an end product, we have arrived at an estimate of 
aid needed by each country. In that connection may I speak about 
these very thick white books which have been laid before you. I 
would not recommend that you try to read everything in them. We 
haye not presented them to you with the purpose of overwhelming 


you. . 

Mr. Vorys. You did anyhow. I asked for it and I got it. 

Mr. Porter. These are our work sheets. We have laid them 
before you so that, where in connection with 9 particular country, 
if you wish, you can trace through our own thinking in arriving at an 
estimate, beginning with the internal accounts, and looking at the 
import-export balance of payments until-we arrive at the estimate of 
aid. ; 
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At any time the committee wishes I will be glad to try to answer 
any particular question you may have in conncction with these work 
sheets we have laid before you. ! : 

Mr. Vorys. Could I ask just one quan at this time? What is 
the difference between “short form balance in payments” and the 
other kind of balance in payments? Is that time or is that merely 
summary? What does “short term” mean? 

Mr. Porter. It means it is a condensed balance of payments 
statement. 

In the aggregate, for the members of the OEEC who will be receiv- 
ing aid next year, we estimate there will bo a need amounting to 
$1,512,000,000, compared with $1,954,000,000 that was given as 
dollar aid duritig this past year. 

That is not the total assistance received last year, because there 
was some aid received by some of the European countries from the 
other European countries through the European Payments Union. 

If we take into account the net aid made available through the 
European Payments Union, the total amount of foreign assistance 
received by the members of OEEC last year was $2,088,000,000. 

Mr. Vorys. That means the amount received, not programed or 
obligated, but the amount we got there during fiscal 1951, does it not? 

Mr. Porter. No. 1am glad you corrected me. This is what is 
obligated and not yet necessarily delivered, because some of the pro- 
curement may still be in the pipeline, on its way. 

Mr. Vorys. Can you tell us how much we got there during fiscal 
year 1951? 

Mr. Porter. I can, sir, if you will give me just 8 few minutes to 
resent those figures. What it really means is adding what was in 
ast year’s pipeline and subtracting what is in this year’s pipeline. I 

can do that a little bit later. 

I would like to say to the committee that our estimates, of course, 
are subject to human error. I think that we are quite modest about 
them. Weorecognize that these are simply an estimate based upon the 
best judgment of pretty well qualified people who have been in the 
business of pening these estimates over a 3-year period. 

We are reasonably confident that they are as reliable estimates as 
it is possible to make under the present circumstances. 

I think we would have more confidence in them than we would in the 
estimates made by the other countries themselves. I think we have 
made these estimates more objectively. 

The estimates which we have made lead us to certain general con- 
clusions which I will now state very briefly. 

The first is that we beliove that the estimate of what our partners 
in the North Atlantic Treaty Organization can do to rearm themselves 
are realistic, or reasonably so, and can be achieved. 

Mowever, the achievement will meguite very hard and patient nego- 
tiation on the part of our teams in surope| to induce the Europeans 
to achieve the high targets of military effort that have been set. 

A second condition is that United States aid will be needed to cover 
the margin between what we have estimated they can do and what 
they could do without our aid. 

I think we might say this is to cover the margin between a high effort 
and just a mediocre effort. 
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The second general conclusion which we have tried to keep con- 
stantly before us is that while we should press the Europeans very 
hard, we cannot, and should not press them to the point that there 
will be serious inflation in Europe or that the Communists would 
make major gains because of increasing hardships. 

Me. Chairman, I am also prepared to comment, if it is desired, on 
the level of military production in Europe during the past year and 
what our forecast for the coming year 1s, both by country and by 
major category of equipment. 

erhaps it would be just as well if that were to come out in the 
question period. I do not want to make a long statement. I am 
prepared to go into that if the committee wishes. 

inally, at some time, Mr. Chairman, I would like to make some 
bricf comments on some of the recommendations we have made with 
respect to legislation. 

Chairman Ricuarps. Do you want to make those now or later? 

Mr. Porter. If it is agreeable to you, I will make them now and 
I-think I can do so briefly. 

In the draft legislation which has been prepared by the executive 
branch, we propose that there should be certain modifications of the 
section concerning counterpart. 

We would like authority in the legislation to permit the wider use 
of 95 percent counterpart funds, that is, the 95 percent that is avail- 
able for gencral program purposes. 

We would like to have a specific authorization to use that to pro- 
mote military defense efforts; and also in this tegisaltion, as we have 
indicated, a general indication of-the prioritics which should guide 
us in approving the use of counterpart. 

Chairman Ricnarps. Ninety-five of all counterpart? 

Mr. Porter. You see, 5 percent of the counterpart is reserved for 
administrative and other United States purposes. I am talking now 
about the remaining 95 percent. 

Mr. Vorys. You mean to use outside the country or within the 
country? ' 

Mr. Porter. Within the country. All of this 95 percent would 
be used within the country. I believe that we now have the authority 
to use it for these purposes, 

(Discussion off the record.) . . 

Mr. Porter. We would like to have an expression of priority. 

Mr. Herter. I wonder if we could have a clarification of that at 
this point? There has been a good deal of discussion about counter- 
part in the past. . 

The position taken by ECA has always been in regard to the 95 per- 
cent that they did not want to retain more than the veto power over 
its use and did not want original jurisdiction whatsoever. . 

They said they wanted to leave that to the country. This is a 
reversal of the position, in which you want to have the initial say as 
to the whole sum, 5 percent being reserved for administrative pur- 
poses, and the 95 percent to be spent only as you direct for military 
purposes; is that correct? . 

Mr. Porter. Mr. Herter, this is the first time I have appeared 
before the committee, and J am not fully familiar with what we have 
stated in the past. 
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I think that it would be correct to say that based upon our ex- 
perience, we have reached the conclusion that we should exercise a 
more positive influence over the use of counterpart. 

What we propose to do during this coming year is to reach an 
agreement with a country receiving aid as to how they will use the 
counterpart before dollar aid is allotted to them. 

In other words, we want to know before we grant the dollars not 
only how they will use the dollars, but how they will use the counter- 
part generated by those dollars. 

The purpose of that is to direct a considerable part of the counter- 
part into rearmament. 

Another purpose is to use a part of the counterpart to encourage 
increased productivity through our productive program. 

Mr. Vorys. You said that before you will grant it you will get an 
agreement as to how it will be used. In the past it has been that you 
had to get an agreement as to how it is to be used before you could 
spend It. 

I am wondering if this is very much of a change. Prior to this you 
had the veto; they had the veto, too. 

If your proposal is, legislatively, as you stated it, that vou make an 
agreement with a country as to disposal of counterpart before you 
give them the money, they still have a veto over counterpart—— 

Mr. Jupp. Over the counterpart they do not get. 

Mr. Risicorr. Is not this a better deal for the United States? 
I do not interpret it the way Mr. Herter does, that it makes us the 
absolute boss and we still have to get their agreement. 

Basically, we are using the counterpart funds for military produc- 
tion. And to the extent that you increaso military production there, 
that means fess funds from us. 

Mr. Herter. I am entirely in favor of our present arrangement. 
When we first came to this and the first recommendation was made to 
us, it was that the counterpart funds be used in this way and we were 
overridden by the testimony that was given here. 

We were told that would hurt the sensitiveness of a lot of the 
European countries, and that it would not be workable that way. 
I am interested in the shift of attitude. 

Mr. Jupp. I raised the question specifically with Mr. Hoffman 
because I fought for that position in 1948. 

Mr. Risicorr. It shows that it takes 4 vears for an idea to come to 
fruition. 

Mr. Vorys. I understand from reading the report of the fellows 
who went abroad that one of the problems is to get these European 
countries to buy from each other in military production. 

I think there is still a limitation on the use of counterpart outside 
the country. Some of us would be glad to sce authority given to spend 
lira in Belgium or francs in Belgium, to procure military stuff for 
Italy or France from Belgium. That is part of your proposal? 

Mr. Porter. 1 was just coming to that. I think it is the point 
you have in mind. We would also like to request authorization in 
the new legislation to use the 5-percent counterpart that accrues to 
us for administrative purposes, to use that outside of the country of 
origin. 

hen there is another point I am going to make in connection with 
that in a moment, which I may as well do now. 
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Mr. Ripicorr. Before you leave the 05 percent, T have the impres- 
sion from a statement that Mr, Foster made, or someone else may 
have made, that you will take all these counterpart funds and, going 
atong with Mr. Vorys’ thinking, pool all those counterpart funds. 

You havo a European Payments Union where tho United States 
puts up X amount of dollars. Go ono step further and take all tho 
counterpart funds and use that as a pool! to have that distributed by 
QOEEC to the ECA nations. 

Ts there any intvrest. on your part to do that? 

Mr. Porter. Wo are always interested in the idea. 

Mr. Risicorr. And is the idea worth anything? 

Mr. Porten, If T understand you correctly, what you have in mind 
is that the 95-percent counterpart is used by the Umited States - --- 

Mr. Riuicorr. No, OEEC. 

Mr. Porter. Outside of the country of origin? 

Mr. Ristcorr. Let us say that you have a situation where Belgium 
is plus over-all and Greece and Italy are definitely minus. 

You would take some of the Belgium funds that is in the counterpart 
fund aud allow Italy or Greece to utilize that for some purpose that is 
for the mutual benofit of all the OKEC nations. 

Mr. Porter. I see what you have in mind, Mr. Ribicoff. I Ghink 
wo aro already achieving that purpose. A yenr ago the European 
Payments Union, where somo countries were earning a surplus, like 
Belgium, a surplus in intra-European trade, and the United Kingdom, 
have themselves extended aid to other European countries through 
the mechanism of the European Payments Union. 

Mr. Rintcorr. This proposal of yours to use counterpart funds for 
defense in individual countries, basically that would bo anti-inflation- 
ary, (po, would it not? 

In other words, by using these funds that have been set asido for 
military purposes, and since the Government would have to go into 
a military purpose program, it would avoid tho necessity of issuing 
additional currency or fnenring a defense effort and would act as an 
anti-inflationary force in that country itself. Inflation is one of the 
A ea Sa of tho entire military effort, as the gentleman from 

Visconsin has been PULpe UNE all through theso hearings. 

Mr. Porter. It could have that effect ina certain limited degree, 
depen on how tho fund would be administered. . 

t can be, I think, anti-inflationary in tho sense that it is not noces- 
sary to havo it result—I would like to withdraw that statement, Mr. 
Ribicoff—on balance I do not think the use wo have proposed here 
would have any anti-inflationary effect. 

Mr. Herter. Burning it up would do that best, would it not? 
Burning up tho counterpart, that is. 

Mr. Porter. Yes. That would bo better. 

Mr. Vorys. Just to get this straight—and Mr. Cooley or some of 
the lawyers can correct mo—was it not last year that wo cut out 
“within such countrics for such purposes as may be agreed upon” 
and put in “in furtherance of any central institution or other organi- 
zation formed by two or more participating countries” to further 
tho purposes set forth in tho EPU section? 

Mr. Cootry. That is correct, Mr. Vorys, In effect, last year tho 
“within such countries” limitation was knocked off as far as the 05 
pereent was concerned. It. was retained as far as tho 5 percent was 
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concerned, and this year we are suggesting that it be removed with 
respect to the 5 pereent, 

Mr. Vorys. How much of it has been used for KEPU purposes? 
Under this change we made Inst year, has much of (he counterpart 
been used outside the country of origin for European Payments Union 
purposes? 

Mr. Poutrsr. T do not believe any lins been used directly for tho 
European Payments Union. An equivalent result has been obtained by 
the contribution which the British and the Belgians have made to the 
capital position of the Buropean Payments Union, but 1 believe we 
are correct in saying that no counterpart in any country has been 
transferred to the Muropean Payments Union. 

Mr. Vorys. Why was that? 

Mr. Porter. T think the answer to that would be that the same 
puree has been accon plished by the initial deal which was estab- 
ished for Belgium and for the United Kingdom, ‘Thatis, when they 
contributed an equivalent amount of sterling, or of Belgian franes, 
the same purpose was accor plished as if the fund had been taken 
from the counterpart. 

Mr. Vorys. Exeept to this extent, that it left the counterpart to 
the extent of those contributions subject to a veto by us. 1 won- 
dered whether it was at our instigation or theirs Uiat they did not 
use counterpart for these contributions under this provision of law. 

Mr. Porter. Mr. Vorys, this relates to some past history with 
which Twas not associated, 

Mr. Coo.ey. Pechaps 1 can give sore of the past history, 

Mr. Vorys. Is this proper, Mr. Chairman? 

Chairman Riciarps. Yes. 

Mr. Cooney. Ht is my recollection that tho provision which per- 
mitted the use of the 95-percent counterpart in support of the EPU 
was one Which was included in the legislation last year as a matter of 
caution, It is my recollection we advised you then that wo did not 
seo very much likelihood that Che local currency counterpart: would 
bo used in that connection, but when it was suggested in this com- 
mittee that it might be advisable to make it available in case the 
need for it did aise, we Were more than happy to seo that provision. 

When we were here before you last year the EPU, or full details of 
the EPU, had net been worke.! out, and there was somo thought that 
this might be a valuable provision. 

As Mr. Porter said, in fact the way it worked out tho same result 
was accomplished by other means, so we have not had occasion to 
_ take advantage of this provision in the EPU connection. 

Mr. Porter. In connection with counterpart, Mr. Chairman, thero 
is one other recommendation | would like to submit to the committee. 
That is, that we be authorized to use some of the 5-pereent counterpart 
for what we would call operating as well as administrative expenses. 
Heretofore we have been restricted to the use of that 5 percent for 
administrative purposes, as contrasted with operating proposals. 

When we speak of operating purposes, what we have in mind 
specifically is to use some of this to pay for technical assistance, that 
is, the local costs of technical assistance, and to uso it in support of 
the productivity program. 

Those aro the three recommendations that we have incorporated 
in tho proposed legislation, and which I mention now so that wo can 
have a discussion of them. 
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Mr. Riicorr (presiding). IT may state that the chairman suggested 
in view of the way this discussion was going, and sinee we are on this 
technical aspect, it might be advisable to allow freedom in asking 
questions from any part of the table, instead of confining ourselves 
to the 5-minute rule. [is & good suggestion. Whoever wants to ask 
questions will take into account and consider the other members. 

Mr. Jupp. Mr. Chairman. 

Mr. Rinsicorr (presiding). Mr. Judd. 

Mr. Jupp. Does ‘this suggestion for changes with respeet to use of 
the 95 percent. of counterpart apply to the STEM countries too, 
that is, the underdeveloped countries, where ECA is working? Would 
you try to use most of the counterpart in Burma or Siam for building 
up their military strength, rather than improving their economic 
conditions? 

Mr. Porter. I doubt if we would wish to do that, Mr. Jude. 

Mr. Jupp. You have in mind primarily the ECA countries? 

Mr. Porter. Yes. We are speaking now of the countries of 
Europe under title I. 

Mr. Jupp. I myself think the initiative and the dominant position 
in the control of counterpart everywhere ought to be in the hands 
of our Government. However, I think it would be a mistake to 
write into the legislation that they must use all these funds for 
military purposes or give priority to that in some of the backward 
countries where there is not anything to support a military effort 
until the economy is strengthened. 

Mr. Porter. Yes. I would entirely agree with you on that, Mr. 
Judd. What we are proposing here is that this be permissive author- 
ity rather than a mandatory direction to us. But in the countries 
of Europe we would propose to use a considerable part of the coun- 
terpart for military purposes, and I doubt very much that we would 
wish to do so in southeast Asia. 

Mr. Jupp. Mr. Acheson said, when E asked him about counterpart, 
“T most carnestly hope the present method will be continued.” 

Later ho said he thought the way we now do these things has been 
working very well, and that ought not to be changed. Of course, 
while it docs not need to be done this way, in essence your suggested 
changes would amount to telling them ‘You have to agree on what we 
want to do with counterpart, or you are not going to get the aid.” 
That is a powerful whip in our hands. 

That is all. 

Mr. Vorys. Are you going to give us a statement such as we have 
had in the past of what the billion and a half dollars is going to be 
spent for? 

Mr. Porter. In terms of commoiities? 

Mr. Vorys. In a commodity breakdown. 

Mr. Porter. We will give you an estimate of how we think it will 
be used for commodities. 

Mr. Vorys. We have always had before a showing of what the ERP 
countries needed and what they could get with their own, and what the 
deficit was in the dollar area. Now, as I get it we are going to hear 
sometime or other how this billion and a half dollars is connected up 
with increased military production. But we are going to be at tho 
place. Mr. Chairman, where it will not make much difference which 
dollar they use—the dollar they carn or the dollar they get from us to 
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procure their needs, What we need is a total table of dollar-area 
needs, and the dollar-nrea caraings and then the dollar deficits. 

I wondered, is not just about that same formula in foree in this 
program? 

Mr. Porter. His, sir, The commodity Cables, as on matter of fact, 
are included in this thick eneyvelopedia TP have given you. | would 
be glad to expand on that at any Gime you wish. 

Mr. Citerneienp. Mr. Chairman, 

Mr. Ristcorr. Mr. Chiperfield. 

Mr. Crivrrritio. When vou use this balance of payments formula 
which vou described very well—and I was glad to have your deserip- 
tion-—I have always been worried when you pay the difference 
between what is exported and what is imported. Where is the 
incentive to cut down the needs? Why is there not a temptation to 
keep needs up? 

1 realize vou screen them and all that, but T have always wondered 
about the soundness of such a formula. Would you comment on 
that? 

Mr. Porter. 1 think vou are quite correet, Mr. Chiperfield, in your 
statement that there is an incentive on the part of the recipients of 
aid to try to keep their import levels up, and to that extent there is a 
danger that our aid might weaken their incentive to stand on their 
own feet. 

Mr. Cntrrrrincp. That is the reason vou have to sereen those 
needs very carefully, of course. 

Mr. Porter. Right. T do not think our balance of payments 
estimate in itself is any control over the amount of aid. It simply 
enables vou to get a better estimate of haw much aid is needed. But 
through the administration of the funds that are given to us where we 
exercise the control is to provide serecning of the procurement ap- 
plications. 

Mr. Ciipearienp. | would like to ask you one more question. 

How do you feel the European Payments Union has worked? 

Mr. Porter. We feel it has worked quite well. 

Mr. Crirerrieno. 1 would like to ask you one additional question. 

Do vou feel we should give a grant to the Schuman plan? 

Mr. Porter. We have given a great deal of thought to that, but 
we reached the conclusion that they probably should not. 

Mr. Cuiperrinio. Would you believe a loan would be better? 

Mr. Porter. Yes. TE would personally feel a loan would be more 
desirable than a grant to the Schuman plan as a central institution. 

Mr. Craprnrienp. Thank vou very much. 

Mr. Rintgorr. Mr. Sith. 

Mr. Ssutu. Mr. Porter, is there much unemployment in these 
countries that are receiving aid? ° ’ 

Mr. Ponti. There is considerable unemployment in Italy, some 
in Greece, some in Western Germany. In fact, there is still a sub- 
stantial amount in Western Germany. In the Northern European 
countries, no. There is very little in France. 

Mr. Vorys. In Austria? 

Mr. Porter. Some in Austria, and sowe in Belgium, T would say. 

Mr. Ssatu. T would like to ask you the question I have asked these 
other men who preceded you. 1 think possibly vou had an interest 
in this, namely, why are not the workers of these countries sharing in 
the increased productivity? Have vou made any study? 
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Mr. Porter. Yes, wo have. 

Mr. Sasita. Has the ECA made some study of it? 

Mr. Porter. Right, and I would be very glad to comment on that 
now, 

Mr. Suitn. I wish you would, 

- Mr. Porter. We believe that one of the most important jobs that 
we have ahead of us this year is to encourage a substantial increase in 
productivity which can come about in several ways. It is mostly 
through technical assistance by sending the best of American manage- 
ment, and some of our best labor leaders, to work with Europeans in 
increasing output with the equipment that they already have. Ina 
few instances tt might result in the introduction of some new equip- 
ment, but most of it is straight technical assistance. 

However, we also beliove if wo are to get an adequate response on 
the part of the workers in a country like France, that it is necessary to 
share, or the benefits of increased productivity should be shared with 
the workers. In fact, we look to a three way sharing of the benefits— 
to management, to the workers, and to the consumers through lower 

rices. 

P Mr. Suitn. You would not think that it would be advisable to sub- 
sidize the workers? I am as interested as you are, I am sure, in this 
increased standard of living for these people. 

Mr. Porter. Yes. 

Mr. Suitn. How some of them live is a mystery to me, and IT do 
not think that that story is generally known by the American people. 
It certainly was not known to mo until we got into this matter, and 
until I, as a matter of fact, went to Europe and to France just a few 
weeks ago. 

Now, when I look at these figures you gave us this afternoon about 
the national income for 1951 per capita, it is more revealing. 

As I said the other day, until we put our finger on that and begin 
to do some thinking on trying to solve the problem, I do not think we 
are going to make much progress in tho fight wo are making against 
communism. I do not sco how we can do it until we do something for 
the people. 

Mr. Porter. I entirely agree with you, Mr. Smith. In tho agree- 
ments which we will have with any firm whon wo undertake to increase 
the productivity for that firm, there will be an agreement that the 
benefits will bo shared with the workers, and also that the manufac- 
turer will undertake to reduce prices as he is able to increase his pro- 

uctivity. 

Mr. Situ. Have you explored that in any way? For instance, I 
could seo where it would just run head on into a terrific resistance on 
the part of management and on the part of those who are selling to 
the consumer. Do you think there is a reasonable chance that industry 
is ing to be willing to take over thero? 

fr. Porter. I think there is a reasonable chance that some parts 
of industry will do it. Mr. Joyce, who is our Assistant Administrator 
for Production, is himself an experienced industrialist, and is president 
of the Joyce Shoe Co. He has just como back from about 5 weeks 
in Europe, during which time ho met with many dozens of European 
industrialists... He had very oncouraging discussions with a younger 
group of French industrialists. 1 

It also became quite apparent to him there would be very strong 
resistance from some of the industrialists whose theory of management 
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is to get large profit on a small turn-over, and who deliberately 
restrict. production, and therefore are not very much interested in 
a higher productivity. 

However, 1 think by working with the more progressive indus- 
trialists in France and in Italy, and especially among some of the 
younger industrialist leaders, we will be able to break down this 
restrictionism which has stifled European production for so many 
yCArs. 
> Considerable progress, as you probably know, has already been 
mado in England, where for the past 2 years we have had what is 
known as the Anglo-Anicrican Productivity Council, with Phil Reed, 
of General Electric, as the principal American member. The British 
industrialist who is his counterpart, Sir Norman Kipping, is one of the 
outstanding industrial leaders of Great Britain. 

We have also had an A. F. of [.. man and a CIO man serving on 
the American team of this Anglo-American Productivity Council. 
The results in England have been quite encouraging. 

Mr. Cutperrteip. Will the gentloman yield? 

Mr. Suitn. Yes. 

Mr. CuiperFietp. We were told a story in England about a man 
who made shoes. He came over and studied our ways and increased 
the production of his shocs, and was resented very much by the others. 

Mr. Satu. That is right. 

Mr. CuiperFieitp. Do you remember that story? 

Mr. Suitn. Surely. 

Mr. Porter. That is quite true. We have had French industrial- 
ists tell us their credit would be immediately cut off if Choy were to 
undertake a productivity program, which they would like to under- 
take. I think we have a very hard battlo thero in breaking through 
theso old restrictive habits, but we still beliove it can be done. 

Mr. Javits. May I ask this question, Mr. Chairman? 

Mr. Ristcorr. Yes. 

Mr. Javits. Would it not be a way to break this if we find a way 
to make credit available ourselves instead of through government 
machinery or the local banking system, which would block you, and 
often docs, as you say yourself? That is, find somo way of making 
credit available directly to business organizations which are going to 
give you this kind of a quid pro quo. Perhaps we ought to operate 
to some extent through the International Bank, which has shown an 
ability to set up banks in countrics like Turkey, such as industrial 
loan banks. 

Mr. Porter. We have contemplated it, Mr. Javits, as a possibility 
out of the counterpart fund. ‘That is particularly the 5-pereent 
counterpart fund which is available for our exclusive control. 

In addition to that, we have also contemplated perhaps directly 
supplying manufacturers with raw materials who have been threat- 
ened that their raw materials would be cut off if they increased wages. 

Mr. Smita. Will the gentleman yicld? 

Mr. Javits. Certainly. 

Mr. Siti. I think you would bo interested in knowing, Mr. 
Javils, that it was suggested to Paul Hoffman's organization by a 
Frenchman that this matter of credit was so important that the Ford 
Foundation do something along that very line, because the bankin 
interests in Franco havo been stopping or preventing the flow o 
eredit to those firms that want it. 
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Mr. Hoffman's responso was that he did not think that was their 
field. But there is a field there for someone. 

Mr. Porter, We have given serious thought to that. 

Mr. Javits. It leads to the fact, as 1 seo it, that the governments, 
I am sure, without asking you, will assure you that everything is 
O. K. and they are taking care of it. We know they are not, and our 
own representatives have found they are not. 

Perhaps instead of just talking about getting tough we can still 
speak very aiablo—and 1 beliove that has been the appellation 
apptied to our ECA representatives that they are amiablo—we can 
still speak very amiable, but lay it on the line. After all, that is far 
more cloquent. You do not talk tough, but just have to bo tough 
and take the governments at their word and say, “All right. If you 
assure us it is being done or going to bo done, let us just do it.” 

Mr. Porter. Well, sir, of course wo want to persuade the govern- 
ments to go all the way with us in this, but wo have reached the con- 
clusion ourselves that if the governtents aro not willing to go all the 
way, that we should nonetheless go aheat! with the productivity 
program, dealing directly with those progressive industrialists who 
are prepared to tako advantage of modern machinery and modern 
ways of doing things to increase their total output and to share tho 
benefits with their employees. 

Mr. Javits. L hope you will bear in mind when you do that too, 
that as in our relations with countries, so in our relations with a firm. 
If we do it and if we are going to carry them along, we have to remem- 
ber that we have to see them through it, because they are likely to be, 
for a while anyhow, very much in disfavor with their competitors. 
If they think we are going to give Uhem just a short-term proposition 
of a single-shot deal, they aro not going to play ball with us. They 
have to live with their competitors, and we have to moke it possible 
for them for a while to live with us. 

F Mr. Porter. Wo have already discovered that is one of their major 
cars, 

Mr. Suitn. Have you given any thought as to how much you 
might spend in the budget for this purpose? 

Mr. Porter. Much of the expenditure will be out of counterpart. 
Relatively itd dollar aid will be required. Such additional dollar 
aid as would be required would come out of our technical assistance 
funds, for which we are requesting $20,000,000. The remaining dollars 
up to $60,000,000, will come out of tho funds requested for direct 
country aid. 

We have also planned to use, in addition to these $60,000,000, as 
much counterpart as necessary in aupport of the productivity program. 
This may go as high as $250,000,000 equivalent in counterpart. 

Mr. Vorys. What? 

Mr. Porter. $250,000,000, or the equivalent of $250,000,000, out 
of the counterpart funds. 

Mr. Vorys. If somebody will yield to me, that contemplates that 
the counterpart fund would be spent substantially for technical 
assistance, and that that amount would not involve subsidics to 
plants or workmen or anything like that. Is that not. truco? 

Mr. Porter. Wo have uot thought in terms of subsidies because 
we feel a subsidy would in itsolf bo a contradiction of increased pro- 
ductivity. It might mean some part of this could bo used for loans, 
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that is, for credit purposes. But that is something we have not yet 
faced. Wo are just getting this program under way. 

Mr. Smith, you asked o question a moment ago about subsidies to 
the workers. The British Government does grant some subsidies now 
on food, and at least in the recent past has on lower-priced textiles. 
On the whole we do not encourage a subsidy beenuse they think it is 
much better to try to solve the problem by an increase in wages. 

Mr, Ssutn. T agree. 

Mr. Jupp. On that point, Mr. Porter, when you were giving the 
figures awhile ago of the per capita share of the national income in 
various countries, did you include the subsidies thoy get back? For 
example, an Englishman on the average may get $631, but then he 
zets $200 more in subsidies for his food and other items if he has a 

ig family. 

Mr. Porter. That docs not show up in this particular connection 
because what we have done here is take total national income and 
divide it by total population. 

Mr. Jupp. But the discrepancy is not quite as great as the figures 
on our per capita income anc theirs scom to suggest. Is that not (rue? 

Mr. Porter. The discrepancy is not quite so great for the workers 
in England. 

Mr. Jupp. Where they have subsidies. 

Mr. Porter. That is right. 

Mr. Satu. In other words, it is more than $63t. We ought to be 
clear on that. 

Mr. Porter. Yes. 

Mr. Jupp. He gets $631 plus tho subsidies. 

Mr. Porter. You see, when we are speaking of this $631, this is 
tho average per capita national income arrived at by dividing the 
total national income by the total number of people. 

(The following information was submitted by Mr. Porter for the 


record.) 


Sersipies AND Nationan INcome 


The figures on national income per capita represent the total income of the 
economy from all sources (omitting duplications) divided by the total population, 
Subsidy payments have the effect of transfering income from one income-recipicnt 
to another, without increasing the (otal amount of real income for the economy 
asawhole. Thus, it may be said that subsidies are included in the figures for 
national income per capita. 

Inclusion of subsidies in national income is indicated by the computation 
pro lg the relationship between national income and gross national product. 
The following table shows this computation for the United Kingdom for 1930, 
with partial estimates for 1951. 


Item | 1980 | iss 

Cross national product (at market prices) 2.2.2.2... eee eee eee Begs 1837, 998, 000, 000 | $40, X15, 000,020 
Minus depreciation... 2.2.02. 2 ccc cece eee cee ccc ne cece cenceceecceaceees 31MK00, a0 3, 135, 000, 0.0 
Equals net national product.....000.00..00cccceceeeceeceeceeeeeeee 34, 839,000,000 | 37, 200, 000,00 
Minus indirect CQ NOS oe ssi She ns od aad nasil tng Sele ete we adelaide §, 824, 000, 00 ‘ast ouno » 
Blus:subshd i385 occ decibe Secs den tvieees sees cece sec cu catensseuesaeuans 1,348, 000,00 Foo, Dotinditem's ‘ 
Equals national income (at factor C0St).........e.eesceeceeeeeeees 30, 454, 000,000 | 32,237, 000,00 

SS SSS OS 

Popalsthott i: 2.225228, os dosh oc Set eo detiucatececvets shes dceei aes 50, 8.0, O00 51, 100,000 
Pet capita gruss national product... 2.2.2... ce eee eee cece ec eeeeceees $748 bass 
Pet cupltal national Incoine...... 2... cece eee cece ene cen eceececenacenes 431 

‘Estimated. 


éa nes figures have been converted into dollars at tho rato of 1 pound equals 
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Mr. Jupp, That is right. 

Mr. Porter. So far as tho workers in England are concerned, I 
think that the American workers are probably not 3!§ times better 
off than they are; perhaps 25; times. 

Mr. Reecr. In connection with the subject of increasing produc- 
tivity, I understand there have been committees brought over here 
to go through our plants with a view of observing our methods of 
production, I assume. 

I am advised that a committee representing the furniture industry 
came over recently, and one of the professors in North Carolina was 
contacted with a view of making up a list of the companies which he 
might suggest should be visited. This he did. The list comprised 
five or six of tho larger and what was generally recognized as very 
efficiently operated companies in the industry. He was then advised 
by the office up here that they were not the companies which it was 
desired that this committee should visit, and they suggested two 
much smaller companies, which were not as well known in the industry. 

The professor then told them that, if that was the way the tour 
was desired to be conducted, he did not want to have anything to do 
_ with it. He was then told to have them visit tho four or five or six 
companies which he suggested, but also take them to the two com- 
panies that had been suggested by Washington. 

Would thoso visits be made under the auspices of the ECA or the 
State Department? 

Mr. Porter. I am just not informed about that particular instance, 
Mr. Reece. The kind of project it was would sound as though it 
was an ECA technical-assistance project.. 

Mr. Reece. But in the furniture industry it did not inspire s 
great deal of coufidence on the part of the people in the industry 
in ECA or whoever was sponsoring the visits. 

It would seem to me it is something that ought to be looked into 
by you. I do not know just what the purpose was, of course, in 
originally proscribing the visit to the suggested companics. Tho 
committee was to visit these, lot us say, these more widely recognized 
companies, and then your office suggested two other companies not 
so well known. Evidently, the professor who had been contacted 
took it pretty seriously, because he was about to withdraw from the 
project himself. of 

Mr. Porter. Yes. I will undertake to get all the facts for you 
about that. I am just not informed at all about that particular 
one. It occurs to me that possibl the two smaller furniture factories 
were more comparable to the kind of factories you find in Europe. 

Mr. Reece. It happened to be that they had different labor rela- 
tionships than the other companies did. 

Mr. Porter. Yes. 

Mr. Reece. They were strongly unionized, speaking frankly, 
whereas the others were not. 

Mr. Porter. Yes. 

Mr. Reece. That is all. . 

(The following was submitted for the record in answer to_the 
inquiry by Representative B. Carroll Reece of Tennessee to Mr. Paul 
R. Porter regarding visit of technical-assjstance group, OFEC-59.) 

An OEEC group representing the furniture industry visited the United States, 
in connection with the ECA technical-assiatance program, to study the mass pro- 
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duction of furniture. The American Forestry Association handled the project 
under a contract with ECA. The association engaged Professor Johnson of 
North Carolina State University to arrange plant visits and to act as a project 
escort to the various plants. 

A list of prominent furniture manufacturers in the High Point arca of North 
Carotina was forwarded by Professor Johnson, The ECA labor advisers raised 
objections to visits by the QEEC group to plants not under contract with a upion 
and advised that sinall plants having contracts with unions should be substituted 
for some of the plants listed by Professor Johnson. We informed the American 
Forestry Association accordingly and suggested that the advice of the labor 
advisers be followed by canceling out some of the plants fisted by Professor 
Johnson and substituting some of those suggested by our labor advisers. As it 
worked out, five large and {wo small plants were visited. 


Mr. Rinicorr. Mrs. Kelly. 

Mrs. Keniy. Thank you. I prefer my question off the record? 

Mr. Rinicorr. Certainly. 

(Discussion off the record.) 

Mr. Riatcorr. Does anyone else have any questions? 

Mr. Merrow. Mr. Chairman. 

Mr. Rinicorr. Mr. Merrow. 

Mr. Mrrrow. Mr. Porter, ia your introductory remarks you said 
you would speak about the productivity goals in reference to arma- 
ments in the various countries, and as to how they were reached. I 
wonder if vou would comment on that. 

Also, in view of what has been said in reference to productivity, 
answer this question: Has it been difficult to get the governments to 
accept the productivity goals? 

Mr. Porter. So far as productivity is concerned, there has been no 
difficulty in gotticg the British toaccept the goal of higher productivity. 
Mr. Hoffman over 2 vears ago proposed to Sir Stafford Cripps, who 
was at that time Chancelor of the Exchequer, that there should be 
a productivity program, aud that was very promptly accepted by the 

ritish. 

We have found the continental countrics have taken much less 
interest in productivity, although very recently we have gotten some 
encouraging respo.ses from the French and from the Italians. 

As to military production, we have not found any of the countries 
thus far who have come forward with military budgets as large as wo 
think is desirable. 

Mr. Merrow. Or as large as they could stand at the present time? 

Mr. Porter. That is right. Because what we have assumed to 
be desirable is equivalent to what we think they ate capablo of doing. 
We are not requesting them to do more than we think they can safely 


0. 

I would be very glad to read to you, if you wish, our estimate of 
what we believe they can do in this coming year in the way of military 
expenditures. . 

fr. Merrow. I would like to hear that; but, while we are on that 

particular point, is it safe to draw the conclusion that they are not 
doing what they should do to help themselves? 

Mr. Porter. In our judgment they are not. They are not doing 
enough. 

Mr Merrow. Thoy are not doing enough. You are talking about 
continental Europe, [ think. 

Mr. Junp. Are your comments limited to two or three countries, 
or is that a blarket statement with regard to all NATO countrics? 
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Mr. Porter. It would vary, Dr. Judd, I think. 

(Discussion off the record.) 

Mr. Perkins. It might be useful, I think, if I read into the record 
liere some additional figures that we have which I think are inter- | 
esting, on the percentage of gross national product which these 
various countries are taxing themselves. 

The United Kingdom is at tho top of that list, with 33.7 percent. 

Mr. Reecs. Which country is that? ‘ 

Mr. Perkins. The United Kingdom. 

Mr. Jupp. This is not for defense, but their total budget? 

Mr. Perkins. No. Their total budget. It gives you some idea of 
what they are putting on their own taxpayers, and therefore you can 
judge what they can do by further efforts in that direction. 

Norway is 31.8 percent; the Netherlands is 28.4 percent; France is 
27.3 percent; Italy is 24 percent; Belgium is 19.6 percent; and Den- 
mark is 18.8 percent, 

That contrasts with what we are now taxing ourselves, as about 
24 percent, which will go up probably to 26 percent if these new tax 
bills go through. 

So that you can see most of these countries are already pretty 
heavily burdened. 

Now, I should think it was unlikely to expect you would get a very 
much higher percentage of income into taxes in some of these countries. 

Mr. Risicorr. Mr. Perkins, the way the tax is distributed there, 
if you had a proper typo of taxation that was fair and equitable, you 
could probably get a lot more moncy without hurting the people in 
the great base of the population. 

Mr. Perkins. I think it becomes very questionable, when you get 
these high percentages of taxes, that you could get very much without 
putting a good deal of them on the general public. I think we found 
in this country that beyond a certain point you cannot get much out 
of soaking the rich. We do that, but still our percentage of taxation 
is relatively low. 

Mr. Ristcorr. The rich there pay nowhere ear the proportion the 
wealthy groups Pay in this country. 

Mr. Perkins. That is correct, I think. 

Mr. Jupp. There is another factor in it, though: You take the 
ones with the high rates like England anc Norway. Tho biggest 
items in their expenditures are the social programs that they finance 
out of tax funds. The Government takes their money and then gives 
it back to them; so, the fact is that it is not taxes for Government 

urposes. It is taxed away from the public to go back to the public 
in wealth-distribution programs or health programs, or false teeth, 
or whatever the thing may be. Therefore, the tax rates are not fair 
figures for comparison. 

Mr. Perkins. That is about what it was to come to. What this 
leads you to think is that the best prospect of getting any substantial 
further funds for defense is in the switch in their internal expenditures. 

Mr. Jupp. That is right. 

Mr. Perkins. Rather than any preat expectation in most of these 
cases that you can increase greatly tho total taxation load. That 
becomes a very difficult thing, you know. Once you establish a 
social benefit it is very hard to remove it from the public, and they 
have a very hard problem on their hands. 

: 
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I agree with Mr. Porter that most of them can and should do more, 
but Edo not think we can expect it in the immediate future. I think 
we have to wait until their economies get stronger before we can 
hope for improvement in most of these figures. 

Mr. Mrrrow. What seems to be difficult for me to do is to justify 
the authorization and the apporpriation of many billions of dollars 
in arms assistance to these various countries when you gentlemen 
admit they are not doing as much as they ought to do to help them- 
selves. . 

(Discussion off the record.) 

Mr. Porter. What we hope is that, through the negotiations which 
are now being conducted with the NATO countries, they will be 
induced to make a greater military effort than they ‘are now doing. 

Mr. Merrow. That is a hope, but the point I have been making 
all along is why should not the extent of our aid ‘be communsurate 
with their help and cooperation, or why should it not be tied to it? 

Mr. Portser. Well, it is. Necessarily, this year. Because, if they 
do not make the military effort which we have estimated that they can 
make, then they are not going to be in need of as much aid, and the 
amount of aid we will give will be reduced. 

Mr. Merrow. That will be with administrative discretion. 

Mr. Porter. Right, sir. It is impossible to know at this time 
precisely what military effort they are going to make and, therefore 
what economic aid is needed; but I can assure you we do not intend 
to grant any aid unless that aid is fully justified by the facts. 

Mr. Merrow. Both military and economic. You said that is true 
of the economic aid. But now, how about the military assistance? 
The same principle is poing to apply on the end items; it it not? Itis 
over $5,000,000,000 that we are going to give in military end items. 

Mr. Perkins. Yes. 

Mr. Merrow. Now, if they do not live up to expectations, does it 
mean that that aid is going to be curtailed, as well as the economic aid. 

Mr. Perxins. I think that is a question that we would have to 
consider very seriously. 1t depends in what items they do not live 
up to their expectations. If they do not raise the troops and they 
cannot use the military end items, of course they should not be sent. 
However, if they are willing to raisc and train the troops and we do 
not send the equipment, we do not have the force in being that we 
are all so anxious to have. 

I think that becomes a very delicate question of judgment as to 
what you would do under those circumstances. It also depends in 
what respect they fall short, and what kind of items they fall short on. 

(Discussion off the record.) 

Mr. Merrow. The only way this assistance, so far as I have been 
able to learn, is tied to what they can produce themselves is through 
administrative discretion; is it not? 

Mr. Perkins. I think there is no fixed rate or balance you could 
establish that would be safe to operate on. 

Mr. Riricorr. Mr. Hays wanted to ask a question. 

Mr. Hays. I was going to bring up again a question which I asked 
Gencral Marshall. I do it just for the purpose of emphasis. That 
is, in terms of sacrifice, you simply cannot measure participation on 
the basis of the percentage of gross national product devoted to 
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national government. I mean by that, if the Netherlands, for 
example, with 28 percent, you say? 

Mr. Perkins. Yes. 

Mr. Hays. If with her 72 pereent remaining she still has a standard 
of living which is, we will say, half that of the American standard, 
then you get another factor that has to enter into it, because of the 
point that there is a limit beyond which no government can go in 


ressuring its people into further sacrifices. 

I thinks that is something that has to be in the background of our 
thinking on standards of participation. That is not the final answer, 
of course. I mean, you do not dismiss the problem by saying their 
standard of living is so much lower, but it does affect the decisions, 

That is a fair statement; is it not? 

Mr. Perkins. I agree with that. 

Mr. Hays. Thero is another point I want to develop in that con- 
nection. . 

It seems to me—and I keep coming back to what General Eisen- 
hower had to say about the team spirit—it is that intangible quality 
that just cannot be allowed to be lost in figures and statistics. 

I am expressing my own personal views here when I should be 
questioning, but I am at least inviting comment on it. 

Here we are in a position to provide leadership in production and 
in economic strength, and the team spirit is vital to that; is it not? 
After all, the coach does not say because the left end is not doing his 
part, “Now, I am just not going to issue you the same equipment I 
am giving the right end. The right end is carrying his load, so that 
he is going to get the equipment, but you do not get head gear or you 
are not going to get shin protectors because you are not doing your 
part.” That is the way I see it, in terms of teamwork. The coach 
might put him off the team, but if he is on the team he must be 
respected. 

Mr. Javits. What standard of living is the balance-of-payments 
basis for the economic aid designed to give to the countries which are 
going to receive that aid? Is it the 1950 or 1951 standard, or which 
is it? What are you shooting at now in the coming fiscal vear? 

Mr. Porter. I believe, Mr. Javits, you were out of the room when 
I commented on that. 

Mr. Javits. Then do not answer it again. 

Mr. Porter. In some countries, particularly in the northern 
European countries, we understand or contemplate’a reduction in the 
standard of living. .In some other countries, as in Italy, where there 
will be a number of the unemployed drawn into war industry or defense 
industry, we anticipate that there will be an over-all] increase in the 
total level of consumption, which is what happened here in the early 
orties. . 

We anticipate that the highest level of consumption will be in 
Italy in relation to the past year. There we estimate it at about 4 
percent over the present year. 

Now, bear in mind Italy has also one of the lowest per capita in- 
comes. After defense expenditure we estimate that the national 
income per capita in Italy this year will be $266. 

{r. Javits. Are you planning to set up apy kind of a table on this 
which could be used in the debate? 
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Mr. Porter. Yes. [have already read some of this into the record, 
but I would be very glad to supply you with a complete statement. 

Mr. Javits. That would be very important. You could set up a 
table for us that will be used in the debate. Bear in mind this will not 
be classified. 

Mr. Porter. This is not classified information. 

Mr. Javits. If we could have a table like that it would help us a lot. 
Also, you are going to prepare this table on the amount of gross na- 
tional product which is being devoted to defense, and also which is 
being taxed off by the NATO countries, as you have given it to us. 

J Mr. Porter. We will submit that statement for the record, Mr. 
avits. 

(The information requested is as follows:) 


Groas national product, national income, defense expenditure, and balance remaining 
after defense ezpendilure—9 European NATO countries and the United States 


{Country's fiscal year beginning {n 1951} 


Amounts per capits (dollars) 
Ga 
. national Balance of 
a nation: maining after 
product expenditure defense ex- 
peaditure 
Belgium-Lurembarg 7 31 733 
Deena UeembONE. «-resccvevein 812 2 790 
France......... 663 a 608 
Italy. ....... Ma a 324 
Netherlands. 560 % $24 
Norway...... 644 2 305 
Portugal. .... 2 Bi 6 Pay | 
United Kingdom 40, 335 re] 70 719 
United States... 0... eee cec ccc eeeeeeees 330, 000 2,143 303 1,840 
Amounts per espita (dollars) 
National Balance of 
toe. . income 
Total Nationa! Defense remaining 
Income expenditure after de. 
fense ex- 
penditare 
Miltions 
HAIL 6% 3 35 
2,927 69 22 657 
22, 852 yd 62 480 
13, 309 Pad v3) 6 
: = ies 4% % 410 
Norway...... 1,772 $35 y-") 
Portugal. .... 1, 889 216 6 210 
United Kingdo aes 32,37 a 70 561 
United States... 22... esc c cee ee ence ee ewen eee 295,000 1,916 3 1,613 


Source: Economie Cooperation Administration, Diviston of Statistics and Reports, July 19, 1051. 


Mr. Jupp. Mr. Chairman, going back to the question that Mr. 
Merrow and Mr. Hays were talking about, is not this the fact? Thoy 
all want economic aid, and we can use our economic sid as a lever to 
get them to do certain things. A lot of them do not want the military 
aid, and wo are in a sense coaxing them to get going on their defense 
pro ams. They aro the ones who are dragging their feet and not we. 

8 that not true 
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Mr. Porren. I think, Mr. Judd, that they want. iilitary aid, but 
we feel they are not doing enough in the way of a military effort on 
their part; but they do want the military aid. 1 think you might 
ask General Scott if he has to coax anyone’to take military aid. 

Mr. Rimeorr. General Scott is listed as a witness tomorrow, 1 
thought he would probably develop the whole program then. 

Mr. Jupp. We were totd that the reason for for their not building 
up military in the beginning was that it seemed hopeless. ‘The odds 
were so great against them, that what was the uso of going into a 
program which could not check and in a sense might provoke the very 
attack they were trying to avoid. So they had to be convinced they 
had a chance. 

I think vou spoke of that in vour statement this morning, Mr. 
Perkins. You had to convinee them it could be done before they were 
willing to make an effort which otherwise they felt amounted to some- 
thing boing thrown down the drain. FP have come home from Europe 
convinced that they hiave turned the corner. As preater visible 
strength developed, the morate has evidently improved, and as the 
morale improves the whole effort immediately begins to aecelerate. 

I think you are through the worst of the doldrums in the program. 

Mr. Hays. Let me peg that to what [had to say a fow moments ayo. 
If they have not turned the corner, in othor words, if the tofal contribu. 
tion from the individual nations is not satisfactory, then the whole 
thing falls, of course, and we are out. Bul at this stage it would be 
folly for us not to proceed as if the team spirit is going to pul the whole 
venture through. 

T am just exploring it on the basis of some of the intangibles as well 
as the tangibles, but EF associate myself with Dr. Judd on that, and 1 
feel just as the members feel after their trin to Europe that even if 
some of the countrics have dragged their feet in the past they are 
getting the team spirit now and this is the crucial point. 

Mr. Jupp. For example, if T were a Dane with no natura! defenses 
and with the Russians in Lubeck, what incentive in the world would 
there be for me to reduce standards of living and tax ‘myself for an 
armament program which by itself simply cannot do any good? 
The Russians can walk in whenever they want to. It is only as a part 
of a team, that you can ask or expect them really to put their nose to 
the grindstone. 

' Mr. Perkins, That is exactly right, and there is no question about 
that. 

Mr. Porter. I would like to express my agreement with what both 
youand Mr. Hays said. That is. I think both the morale and military 
corner the Europeans have turned is clear. 

Mr. Mrrrow. Mr. Chairman, E would like to ask this question. 
If there were an integration in Western Europe, or if it could proceed 
as far a3 we think it ought to—and that includes the integration of 
Western Germany with the economy of the ret of the countries— 
would not their productivity then be increased by leaps and bounds? 

Mr. Porter. I do not think it would happen overnight, but I think 
within 2 or 3 years what you say will bo true. 

Mr. Mrnrow. Is that not the key to this whole situation in tha 
lone run? 

Mr. Porter. I feel it is, sir. 
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Mr. Mirrrow. And until we solve that problem of integration, 
including, Western Germany, we are yoing to be in difliculty and we 
will have to continue to help with military and economic aid? 

Mr. Porter. Pam not sure that the last statement is necessarily 
true, but Tam certain that if there were integration, that the Euro- 
peans would be able to stand on their own feet more completely and 
more rapitly-— mueh more rapidly than now seems to be the prospect, 

“Mr. Miknow. Do vou think in the extending of economic aid and 
military aid Chat we can continue ¢o exert increasing pressure to bring 
about integration? 

Mr. Porter. 1 think we can and should, 

Mr. Merrow. Thank you. 

Chairman Ricnanvs. Mr. Porter, what do vou think about this 
iden a goad many people have around here about “umbrellairg” all of 
these activities under one adininistration and one administrator now? 

Mr. Porter. Well, Mr. Chairman, Tamia member of a team and 
1 would like to confine my remarks to those of the other members of 
the team, TF think there are various good ways of administering the 
program, | think that is simply one of them. 

Chairman Ricnarps. Suppose that were done now for this year's 
operation? Do you think if could be done without serious injury to 
the ECA program by shifting from one gear into another? 

Mr. Porter. So far as the ECA program is concerned, 1 think that 
is (rue, 

Chairman Ricvanos. You think it could be done? 

Mr. Porter. 1 do not think it involves any iajury to the ECA 
because, as a matter of fact, they have already shifted from the 
former types of aid we have given to that of support for rearmament 
in Europe. 

Chairman Ricuarps. Yes. Of course, you are not expressing an 
opinion as to what type of organization would be set up or anything 
like that, but provided n good organization could be set up with the 
proper people tn charge, you think it could be done without over-all 
injury? 

Mr. Portrr. I think that so far as our own operations are con- 
cerned they could be transferred to the new organization within a 
very short period of time. 

hairman Ricuanps. Thank vou. 

I want to say right here—and I forgot to say it when we first came 
in today—that wo have our baby member present. He has been in 
Congress a long time and is a distinguished Member of Congress. 
We are mighty glad to have him on this committee. We are sorry 
you have not been able to be qualified before. 

Mr. Lanuam. Iam sorry, Mr. Chairman, that EF could not be with 
yousooner. Itisan honor to be with you. Tamsorry I had to travel 
such a rocky road to get here. 

Chairman Ricnanrps. Jt was not your fault. 

Mr. Lannam. It was not my fault. 

Chairman Ricuarps. It is good to have you here, 

Mr. Rinicorr. Mr. Chairman, before the mecting closes, and be- 
cause you were out a part of the time, I would like to state (hat Mr. 
Porter has been a very frank and candid witness. When he has not 
known something he has said so, and he has given the committee a lot 
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of information. We did not operate under the 5-minute rule when you 
wero gone. We allowed every member (o exhaust himself completely 
and Mr. Porter too. I think all of the committee members are satis- 
fied that they have asked every conccivable question that thoy had 
in their minds, 

hairman Ricuarps. That is fine. I suggested when I loft that 
because of the nature of the questioning you shoukl proceed in that 
way. 

Mr. Rinicorr. That is correct. 

Mr. Merrow. I concur completely with the sentiments expressed 
by Mr. Ribicoff. 

Chairman Ricuarps. I] was very much impressed. fam sorry I 
could not be here all the time, but 1 will read all of your testimony 
that I missed in the record. 

Mr. Porter, we appreciate very much your coming up this after- 
noon. You have made a contribution to solid thinking on this thing, 
and we thank you very much for it. 

Mr. Porter. Thank you, Mr. Chairman. 

Chairman Ricnarps. I think that will be all for the present. We 
may call you ayain one of these days. 

he committce stands adjourned until 7:30 p. m. today. 

(Whereupon, at 4:35 p. m. the committee adjourned until 7:30 
p.m. the samo day.) 

NIGHT SESSION 


The committee met in the Foreign Affairs Committee room, the 
Capitol, at 7:30 p. m., Hon. James P. Richards (chairman) presiding. 

hairman Ricranrps. The hearing will come to order, please. 

Ladies and gentlemen, we will continue the hearings on tho proposed 
mutual security program legislation. 

Our first witness is Hor. John M. Costello, who represents the Amer- 
ican League for an Undivided Ireland, and, by the way, ho is, as you 
all know, an old colleague of ours. 

We thought a lot of you when you were here, John, and wo are 

ad to sco you back. 

Now, you go ahead and present your caso, sir. 


STATEMENT OF JOHN M. COSTELLO, WASHINGTON REPRESENT- 
ATIVE OF THE AMERICAN LEAGUE FOR AN UNDIVIDED 
IRELAND : 


Mr. Costrtro. My name is John M. Costello, 3434 Porter Street, 
Washington, D. C. I am _ the Washington representative of the 
American Leaguo for an Undivided Ireland. : 

Mr. Chairman and members of the committee, | appeselats very 
much tho opportunity to appear before you and present this statement 
in the namo of the American Leaguo for an Undivided Ireland. ‘This 
organization is an association of various Irish socictica throughout tho 
United States, and was created in order to coordinato the efforts of 
those socictics in behalf of tho complete independence and freedom 
of all of Irctand and tho reunification of that divided country. Your 
committee has previously granted to us the privilego of appearing be- 
foro you at prior hearings, and wo aro very frate ul to you for your 
courtesy on those occasions as well as at this time. 
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Our organization is) prinacily, exclusively, and wholeheartedly 
interested in the abolition of the existing border in northeastern 
Treland, a border whieh was created by an act of he British Parlinment 
in London in 1920, without a single vote of an Trish member of that 
Parliament being cast in favor of the partitioning of their homeland. 
Not even the people in the severed six counties, cut out of the nine 
counties in the ancient Pravinee of Ulster, desired the mutilation of 
the nation, which had been a single entity throughout its recorded 
history. Nevertheless, partition was forced upon freland through an 
alien government and was imposed upon the country through force of 
arms and the compelling power of military might. 

At present your committee is considering the authorization of 
several billion dollars to be expended in the reconstructing of the 
military might of the western nations of Europe. However, it is 
proposed that this money shall bo made available only to those coun- 
tries which are signers of the Atlantic Pact. Sound military strategy 
is not the determinant in this case as to whieh nations should bo 
vided. Spain at one end and Ircland at the other end of the westera 
line of European defense are excluded from tho benefits of military 
assistance, ‘The defense line omits the two logical terininal outposts 
which such a tine should possess. , 

Spain has been omitted due to Communist propaganda which has 
kept that country froin being included, until recently, in the family of 
Western European countries. Yet Spain provides a strategic position 
at the gateway to the Mediterranean as well as a protected approach 
to southwestern Europe. 

Ireland is the logical northern outpost for such a defense line, lying 
250 mniles closer to the United States (han England and, with the con- 
sent of the Irish people, it could provide possible airfields and military 
supply bases. If England is to be a part of the western defense line, 
then surely Ireland, lying alongside, should likewise be included. 
Otherwise, in the event of war, an enemy-occupied Ircland would 
render Enytish bases worthless, and a defenseless Ireland could not 
long withstand a hostile invasion by an enemy bent on destreying 
England’s military usefulness. 

These aro matters on which this committee has already questioned 
our military leaders, undoubtedly, in vour effort. to determine tho 
effectiveness of the financial aid which is proposed to be used in 
reconstructing the military might of the West. Likewise, I am sure 
that you have considered in what manner this now military force is 
toboemployed. Moreover, you must have given considerable thought 
as to the manner in which you can assure that military assistance will 
be forthcoming from these western nations when the need arises. 

Wo have witnessed the sorry spectacto of the Korean War, in which 
wo have been engaged alongside the troops of the South Korean 
Republic, and practically without material assistance from any of the 
members of the United Nations. ‘The token forces from small 
countries have been much appreciated, but the lack of cooperation on 
the part of larger nations gives riso to serious doubts as to tho effec- 
tiveness of United Nations military actions. The insignificant number 
of troops and naval assistance provided by Great Britain is note- 
worthy—the moro so, when sho maintains a standing army of over 
60,000 men in northeast Irctand serving no practical need other than 
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to emphasize the British domination of that territory and her inten- 
tion to retain her conquest, by force of arms if necessary. 

When we were sending troops to Korea, Britnin was sending 
diplomats to Red China. When we were sending guns, tanks, and 
munitions to prevent the Communist occupation of all Koren, Britain 
was sending rubber, tin, and supplies to enhance the Communist 
occupation of all China. When we were fighting against Communist 
aggression in Korea, Britain was approving Communist ageression 
in China. What assurance do you have that this same situation may 
not again prevail in the event of Communist aggression in Europe? 
What scerct treatics may at this moment regulate the affairs of the 
Socialist Government of Britain and those of Communist Russia? 

Perhaps you have the answer to these questions. Perhaps you 
have the assurance of more sincere British cooperation in the event of 
a European conflict than we have witnessed in the Korean conflict. 
Perhaps you will so word this legislation that a reeurrence of the 
Korean situation cannot come to pass, 

With evident lack of confidence in our diploraatic astuteness 
growing throughout America today, it is incumbent upon the Congress 
to take a more direct hand in formulating diplomatic policy and there- 
by invigorate a feeting of greater confidence in the administration of 
our foreign affairs. This you can do in tho prticular field in which 
the American League for an Undivided Ireland is directly interested. 

In drafting this legislation, you can specifically provide that no 
aid be granted to Great Britain so long as the partition of Ireland is 
maintained. Such a provision should be included in order that Ireland 
may become eligible to join in the Atlantic Pact and be estabtished as 
the northern outpost of your defense line in Europe. So long as 
Britain occupies a part of Ireland, the Republic of Ireland cannot sign 
the Atlantic Pact, for to do so would be to recognize and acknowledge 
Britain's occupancy of Irish territory for 20 years under the terms of 
the pact. You have the assurance of former Ambassador George 
Garrett that the partition of Ireland should be ended and the country 
united. His memorandum to the Department of State should be 
ony, available to this committee if you will but ask the Department 
‘or it. 

The allegation that the Irish border question is purely a domestic 
affair in which tho United States hes no interest is mere propaganda. 
and Britain does not hesitate to spend a million and a half dol ars in 
the United States for propesands purposes, even though she docs not 
have funds with which to meet her payments on the loans that have 
been made to her. The Irish problem should be of vital concern to 
the American people and more especially to this committee. The 
money to be spent for European defense should create a stratezically 
sound defense fine. Such a line cannot exist without Ireland being a 
part. The border in Ireland is as meaningless and as cthereal as is 
the thirty-cighth parallel in Korea. Neither line has geographic 
significance nor logical reason for its imposition on the country in 
question: Both bordera should be eliminated. If we are ready to 

ght aggression across tho fictitious Korean border, then we should 
have no hesitancy in using diplomatic and legislative means to stop 
the aggression across the fictitious border in Ireland. 

Make it ible for Ireland to join the Atlantic Pact, include 
Ireland in this rearmament program, and you.will at the same time 
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uarantece the honest cooperation and full-fledged suppors of Great 
Britain in the event of a Eurspean conflict. With Ireland allied to 
our side, Great Britain could not and would not dare to withhold her 
assistance. You can assure the good faith of Great Britain through 
the imminence of an Ireland allied equally with us in the protection of 
free nations from Communist domination. 

Great. Britain has not demonstrated her sincerity in defending the 
rights of small nations to their own choice of government and to their 
freedom and independence when she retains a part of Ireland in 
abject subservience and tolerates a tyrannical government in northeast 
Ireland, where civil rights are denied and civil liberties destroyed. 
Much confidence in Great Britain will be restored in the minds of 
30 million Americans of Irish ancestry when Great Britain evidences 
a sincere belief in democratic practices by restoring to the 6 counties 
in Ireland the same measure of freedom and independence, which has 
been obtained by the other 26 countics. The withdrawal from the 
26 counties by Great Britain is an open admittance that Great. 
Britain had no right to occupy those counties, and that she has likewise 
no right to occupy the remainder of the country. 

It is time that this country assumed its position of leadership in 
diplomatic affairs, mther than follow the path described for us by Old 
World powers steeped ina diplomacy that lacks morality, honesty, and 
forthrightness. There is much propaganda in this country that we 
need Great Britain as an ally in any possible European conflict. The 
reverse is true—Great Britain requires us for an ally; we do not need 
her. We must have allics in Europe, that is certain, but we do not 
specifically need any one country. We might find that we would be 
far better situated strategically with the alliance of Spain, Italy, or 
Greece, rather than Great Britain, in such a conflict. Moreover, we 
would undoubtedly find that any or all of these countries would prove 
a far less costly extravagance as an ally than has Great Britain. 

During the last war, Great Britain received $31 billion under lend- 
lease. In 1946, she received $3,750,000,000, and under the Marshall 
plan $2,706,000,000. Undoubtedly the greater amount of the present 
program will likewise go to Great Britain. I am confident that it 
would be far less expensive to aline the three Mediterrancan countries 
which are attached to Europe with us in our defense program, and yet 
achieve equal if not even greater benefit to ourselves from a military 
standpoint. 

If it is the opinion of this committee that we must continue this 
huge expenditure of funds in Great Britain, then at least we should lay 
down the conditions under which Great Britain is to receive this 
financial aid. The primary condition should be the immediate with- 
drawal of British troops from Ireland and the establishment of an 
integrated country once again. The least we can do is to ask that 
Great Britain put into effect the democratic principle we are endeavor- 
ing to preserve in the rest of Europe, by eliminating the Irish border 
and wiping out this final act of aggression in Ircland. Certainty the 
Congress has the right to declare upon what conditions the funds of 
the American people are to be expended in Europe, and I am certain 
that not a single American desires to have his money expended in 
maintaining the present_dictatorship in Northern Ireland nor British 
agzression in Ireland. Such a condition in this legislation will greatly 
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restore the faith of the American people in the ability of the Congress 
and in the statesmanship of this committee in particular. 

Thank you. . 

Chairman Ricnarps. Thank you, Mr. Costello. 

Mr. Vorys, do you have any questions 

Mr. Vorys. I am glad to see you back here with us, Mr. Costello. 

How many troops of the Republic of Ireland are in Korea?, 

Mr. Costetxo. I don’t think any of them are, at all, in view of the 
fact that the Republic of Ireland is not a member of the United 
Nations since they were vetoed by Russia and denicd membership 
on_that account. 

Mr, Vorys. They were not forbidden in any way to participate in 
the common defense; were they 
* Mr. Costetio. No; they would not be forbidden. 

Mr. Vorys. Has Ireland ever taken any action to attempt to become 
a member of the North Atlantic Treaty Organization? 

Mr. Cosretio. Discussions were held between representatives of 
yer country and representatives of Ireland, with a view to joining the 

itlantic Pact, but a provision of the pact specifically states that each 
signatory must recognize the territorial integrity of every other signer; 
and immediately after establishment of the Atlantic Pact, the Parlia- 
ment in England, in 1949, passed an act again reiterating the claim of 
Great Britain to the six counties in Ireland, so that if Ireland were to 
sign the pact, they would be definitely recognizing Britain’s claim to 
those six counties. And no Government of Ireland could stay in 
office 5 minutes if they attempted to sign away the rights of Ireland 
to the six counties. 

Mr. Vorys. During the last war, my brother was in the Air Forca 
and stationed in Northern Ireland. If the provision you suggest had 
been in our laws then, there would not have been any air 3 in 
Northern Ireland or any place else in Ireland. : 

Mr. Costztio. Not necessarily; that does not follow. If that 
provision had been in our prior legislation, there might not have been 
any border in Ireland, and you would have had a united Ireland and a 
governrant which could have spoken for the whole of Ireland. Then 

_am willing to hazard a guess that Ireland would have been a par- 
ticipant in that war asa result of that. Whereas, under the existing 
situation, Ireland of necessity retained her neutratity throughout the 
war. 
Mr. Vorys. You are suggesting that we help Ireland. Have you 
any assurance from the Government of Ireland, I mean could you 
bring us any assurance other than you have mentioned, that the 
Government of Ireland would help us and the free countries of the 
world if she were brought into the North Atlantic arrangement? 

Mr. Costetto. Of course I have no assurance from the Govern- 
ment of Ireland or any officials of the Government, because, first of 
all, our organization is an American organization, and is operated 
exclusively by Americans, without any control or contact with the 
Irish Government. 

Mr. Vorys. Do Ay not think we ought to be fairly sure about 
that before we would take any action? ; eae 

Mr. Cosretio. Well, I think that the long-standing relationship of 
friendship between Ireland and the United States would almost speak 
for iteelt and the attitude of Ireland in all of the conferences in 
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Europe, other than in the case of the Atlantic Pact, Ireland has stood 
shoulder to shoulder with the United States when many of the other 
European nations were not doing so. 

Mr. Vorys. That is all, Mr. Chairman. 

Chairman Ricuarps, Mr. Mansfield? 

Mr. Mansrietp. Mr. Costello, it is a pleasure to have you again 
before the committee and to hear this very fine testimony from an old 
colleague such as you. 

The gentleman from Ohio has made reference to the fact that the 
Republic of Ireland has had no forces in Korea. I think it ought to 
be brought out that the forces in Korea are United Nations forces 
and as you so ably put it, Mr. Costello, the Irish have been retard 
from joining the UN, despite repeated applications, because of the 
veto by Communist Russia. 

Mr: Javits, Will you yield to me at that point? 

Mr. Mansriezp. If the gentleman will allow me to finish my 
thoughts, I will be plad to yield later. 

Now, as far as the Irish Army is concerned, I understand it com- 
prises about 12,000 men, and that there are a proximately 40,000 
men in the Reservo. Tho Irish have a very difficult time arming 
even the 12,000 men they have in their Regular Army, and they woul 
like nothing better, in my opinion, than to be included in the North 
Atlantic Treaty Organization; to be rearmed, in part at Icast, by the 
United States, so that they could take their place in the forefront in 
the world-wide battle against the forces of Communist aggression; 
provided, however, that they could do so as a unified country and not 
& partitioned one. 

Ve know also that there is no country in the world more anti- 
Communist than Ireland, and even if the Irish did not have any guns, 
they would fight to the last man before they would be overcome by 
the Russians. 

I think, Mr. Costello, that, as usual, you have made a very strong 
case for the abolition of the fictitious line of partition, another thirty- 
eighth parallel, between Ireland and Ulster; and it is my hope that 
out of this committee, before too long, we will be able to have a vote 
on the Fogarty resolution, House Resolution No. 87. And I hope 
also that we will be able to get a rule and bring it to the floor, where 
J have no doubt in my own mind that it will be passed. 

I think tho position of Ireland is one which has been open and 
aboveboard. d in further response to a question raised by the 
gentleman from Ohio about Ireland not being in the last war, it is 
well to point out that even though Ireland was not officially in the war 
300,000 Irishmen were fighting in the armies of Great Britain, and 
doing their full share. en you consider 300,000 out of a population 
of somewhere between 3 and 4 million, that is a very high percentage, 
and I think will compare favorably with the contribution made by 
any country in the world. -, 

fr. Vorys. I bet there are more than 12,000 Irishmen fighting in 
Korea today. . 

Mr. Coste.tto. With the American Army, undoubtedly you are 
correct. 

Mr. Mansrietp. And undoubtedly some of them are in the British 

, because you cannot keep them out of a fight; when there is a 
fight, they get in some way or other. 
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Tho Irish have a habit of fighting among themselves, but when the 
Irish are attacked they have a habit of uniting. 

And I sincerely hape, Mr. Costello, that vour efforts and the efforts 
of many of us in the Congress, headed by. the distinguished Congress- 


man from Rhode Island, Mr. Fogarty, will come to fruition very, very 


S001}. 

Thank yon very much for a very able statement. 

Mr. Costetxro, Thank you, Congressman, for your remarks, and F 
know that nothing would please the members of our league more than 
to know that the Fogarty resolution had an opportunity to get on the 
floor of the House, because we likewise feel confident that once tho 
facts poncemning: the situation in Ireland are Drought to the attention of. 
the Congress, the Members undoubtedly would favor the adoption of 
such a resolution. 

Mr. MansFinip. We aro going to do our best to get the resolution 
out. 

Mr. Costetio. You spoke about the armament of Irish troops. 
Ireland has 1:9 munitions factory, and therefore thoy have to seck 
defense materials from other countries. Britain is not in a position to 
supply Ireland with them. I do not know whether Britain would if 
she had surplus materials herself, but Ircland is unable to secure them 
from England, and so this would be the only country from which they 
might logically expect to obtain defenso material, over for their own 
defense. Suppose that there wero a Russian attack made upon Ire- 
land; the country would not be able to stop a very serious attempt by 
such an cessor to invade the country. . 

Mr. Mansrietp. May I say, in conclusion, Mr. Costello, that I 
agree with you that if there had been a united ireland during the late 

orld War, that Ireland would have been in there all of the way, and 
officially as well as unofficially, as was the case, through the enlistment 
of her sons in foreign armies to fight on our side. . : : 

That is all, Mr. Chairman. 

Chairman Ricnarps. Mrs. Bolton? ae 

Mrs. Bouton. Mr. Costello, I welcome you, along with the rest of 
the group. We miss you, and like to sce you here. It is always a 


' perfect delight to listen to the Irish. You have done yourselves proud, 
-and the league has, to send you as their representative to this group. 


We alneys ook forward to a moment when my colleague across the - 
table (Mr. Mansfield) has an opportunity to express himself in true 
Irish fashion. ‘ _ oe 

I have no questions, Mr.’ Chairman. ak a 

Chairman Ricwaros. That was a good Ruestion, Mrs. Bolton. 

Should you get in ale 3 here tonight, I want to assure you that . 
there aro a good many Irishmen around the table. We have 100 
percent Irishmen and some 60 percent. ; 

Mrs. Botton. We have just had a big Irish meeting or conference 
in Cleveland. : 
- Mr. Cosretzo. I was up there in person.. 

Mrs. Bourton. I thought ou were. ~ 

Chairman Ricuaros. Did it end up peacefully? 

Mr, Cosretto. There wasn’t even a glass broken at the banquet, 
not oo ie . ro 
- Chairman Ricwarps. Mr. Carnshan? ° 
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Mr. Cannanan. Mr. Costello, I join with the other members of 
the committee in expressing appreciation for the excellent statement 
you have made, and I also want to join witls the other loyal Irish 
and the friends of the Irish around the table in saying that Ireland 
has made a wonderful contribution to the free world. It is in a 
strategic location and has been especially during the two world wars. 

I was stationed in southern Ireland during the First World War, 
and I certainly hope that the purcly artificial line of division in Ire- 
land can bo removed, and that that country can be again united as 
it has been through most of its history. 

Mr. Cosretro. I appreciate the gentleman’s statement. 

I might add that in the First World War, Ireland suffered more 
casualtics than did Belgium, even though Ireland was rot overrun as 
Belgium_was, and I believe evan contributed a larger number of 


troops’in that war. It was all‘purely by voluntary method, since 
t was no conscription in Ireland 


. Chairman Ricnaros., Mr. Smith? * 
vi Mr. Suny . Mr. Chairman. 

As I recall \t, sometime last year or a ycar ago, the Fogarty resolu- 
tion was befote the oles and actually passed as an amendment toa 
bill; and as I tecall it, and the next day the administration—and I do 
not know. who it was—called off the dogs, and the matter was recon- 
sidered, and ie Fo resohition went to sleep. 

| 


e rt 
Mr. Costgyro. kiln tt I Anterrupt at that; point, Congressman? 
fener Fogarty offered an amondment ta a bill on the floor, but 
it % ‘not histesdlutjon,, The amendment proposed to withhold aid 
0 snglanid} similar } wh I am suggesting hgre. 
Ith. It was‘the fame thing, in effect, was it not? 

Mr. Costeu.o. But if was not “actually ie resolution, since the 

Hays is mérely an“ex ion or the part of Congress that they 
? 


\ believe Ircland should be ubited. 
\ Mr. Suitu,-That ia all this is, too, is it not 
Mr, Costetio. This might-go a littl’ further than that. This 
would be & case of directly withholding/4il material aid and military 
id to Great Britain so long as the bortler was retained. 

: Pir Sunni Do you have any oviderce, Mr, Costello, to support 
your statement, on page 4, to effect that the British are spending 

$1 million-in. nited.Stétea on pro ayanda? 
Mr. Costetto. That statement is (2«en from a pamphlet put out 
by tho Department of Justice. I believe it is appendix 6, in which 
_ they list the expenditures by foreign governments in this country, and 
they bregk, down the expenditures by the British Broadcasting Co., 
thelr tourist program, ‘émi so on, The expenditures of three British 

organizations over hero total $1,500,000. 
fr. Suitn. That is on general propaganda, for all purposes? 

Mr. Coste.tro. It is general British propaganda, and as a matter 
of fact, that is not all-inclusive, since very often the British Broad- 
casting Co. might, for example, have someone make a radio transcrip- 
tion here, for broadcast over in England, as they have done with many 
of our columnists in this country, news writers or radio commentators, 
and paying them for those broadcasts. Now | do not believe that that 
money is included in this list, because it is used for broadcasting in 
England and not in the United States. But it is a very subtle means 
of adding to:their propaganda in this country by giving payments to 
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broadcasters or news writers for those broadcasts in England, thus 
keeping them rather friendly to the British Government in the hope 
they might get called upon to make a second or third broadcast for a 
suitable foe. 

- Mr. Ssata. I wanted the record to be straight, because I gained tho 
impression from your reference to the Irish, that this was propaganda 
specifically directed against the Irish. 

Mr. Costetzo. Oh, no. Idonot think the statement indicates that. 
It is merely a general statement about British propaganda in this coun- 
try—as a matter of fact, I do not think that they are spending so 
much money against the Irish as they are in favor of Great Britain 
herself, in order to be included in the lion's share of all of the funds 
wo are appropriating. 

Mr. Suit. That is all. 

Chairman Ricnarps. Mr. Merrow? 

Mr. Mrrrow. Mr. Costello, I join with my colleagues in saying it 
is a pleasure to have you with us. [am very much interested in your 
clear and lucid statement. I commend you in saying, on page 7, that 
certainly the Congress has thé right to declare upon what conditions 
the funds of the American people are to be expended in Europe, and 
I take it that you would recommend writing conditions into legislation 
that must bo met before these funds are received by tho various coun- 
tries in Europe. 

Mr. Costeuro, I think conditions of that sort should be written in. 
Otherwise, you might have the same situation as you had in Korea, 
where the United Nations are presumably involved and fighting 
aggression there, and yet outside of, you might say, token assistance, 
you pave pict aly no genuine assistance from other countries in 
the United Nations, outside of the United States and the Korean 
Republic itself. - 

{r. Merrow. And since conditions have not been spelled out 
specifically in legislation, you feel that now is tho time to do it? 

Mr. Coste.to. Today is a good time to start. 

Mr. Merrow. Thank you. 

Chairman Ricnarps. Dr. Judd? 

Dr. Jupp. Mr. Costello, it is nice to see you again. 

I am surprised to hear that there aro atill 3 or 4 million Irish left in 
the island, in view of how many of them are in this country. My 
branch of the Irish family comes from south of the border, and my 
wife’s is from the north. That is the way we solved the partition. 
I do not know whether that sort of thing is taking place over thera 
too. Js there considerable interchange between the two sides, and 
intermarriage, do you know? 

Mr. Costetvo. Undoubtedly there is. It is quite commen for 

«interchange back and forth, but thero is a customs border maintained 
there so that goods and articles being carried across the border may bo 
pubject to taxes, and proper dutics. 

r. Jupp. It is a little long, to wait for union by that method. 
‘ Mr. Costretxo. I am afraid it might take another century; and tho 
longer the border remains, the more permanent it is. Prior to 30 
yeara ago, there had never been any division before, and they had 
always been looked upon as one country. , 

Dr. Jupp. Recently, I have found myself described as a member of 
a mythical China lobby, and as near as I can find out, it does not have 
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any thing like the amount of money that you report some of these other 
lobbies have. I wondered if I could not get a job in a more remunera- 
tive one than the one I am said to be in at present without a job. Is 
the business doing pretty well, John? 

Mr, Costrizo. The China lobby? 

Dr. Jupp. No; the— 

Mr. Cosre.to, If you are referring to the Irish lobby, as such, I am 
afraid that this particular organization is not heavily burdened with 
finances, and in fact, the Irish are usually rather gencrous with speech 
but not always in a position to be gencrous with cash, 

Dr. Jupp. Anyway, it is nice to have you here again. Thank you. 

Choirman Ricuarps. Mr. Javits? 

Mr. Javits. Mr. Costello, 1 am very glad to see you here, and 
I might say that_my [frish lincage is very direct: my mother was 
born in Galileo, in Palestine. I havea very lively interest in your prob- 
lem, because I sce many similarities between the unification of Ireland 
and the unification which has come about with so much bloodshed 
and work and heroism iu Isree!. 

I tricd to interject in the very distinguished statement made by 
my colleague, Mr. Mansfield, what I thought was an important point, 
which I would like to mention now, and I hope he will agree that it is; 
and that is that the resolution of the Security Council of June 27 
1950, dealing with the Korean action, invited members of the United 
Nations to furnish assistance, and did not invite nonmembers of the 
United Nations. So, while perhaps Eire could have volunteered, 
it is fair to say that no such call was made by the UN. 

Mr. Costello, do you want us to take what you are presenting as a 
serious problem of statesmanship for the United States, or do you 
want us to take it as some cause that people who are anxious to curry 
favor with thoso of Irish descent should embrace? 

Mr. Costet.o. I do not think it should be undertaken purely as a 
political move or something to obtain votes in the country, and so on. 

Mr. Javits. You want the unification of Ireland to stand on its 
own fect as a problem of American statesmanship? 

Mr. Costetto. It is a situation there of gross injustice that should 
not continue. Great Britain has occupied Ireland over a period of 
7 to 8 centurics, and throughout that entire time the Jrish have never - 
submitted to British domination, and they have never been at rest 
under British rule. And, so, at no time can you say that the British 
really controlled Ireland. They had to govern always by force of 
arms, 

Finally, it reached the paint that, following the First World War, 
after all of their pledges of giving freedom to or home rule to the Irish 
people, when it canic time to redeem those pledges, the Irish again 
rad to gut in order to force the British to live up to the promises 
they had mado during the war. And, so, they created then tho 
division in Ircland, giving independent status to 26 counties, but still 
maintained contro! over the remaining 6; and, to my way of thinking, 
tho fact that they removed themselves from the 26 counties is definite 
indication that they knew they had no right to be there, and it is a 
confession of their guilt. ‘Therefore, they should removo themselves 
from the remaining six counties. 

Mr. Javits. Is it fair tosay that what you want us to do is to accept. 
and adopt, as a principle of our conduct, the principle you advocate 
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of unification of Ireland, and that that is the first and primary point; 
and that the means by which it should be accomplished, whether by 
an effort to cut off funds from Great Britain or by strong expressions 
of our desire, as through the Fogarty resolution, is the next question 
Which you consider to be more largely in our own judgment? — Is 
that right? 

Mr. Costri10. Our primary interest is in seeing that border climi- 
nated and the country united. Now, the method or the best means 
to be pursued in doing that, of course, would be-entirely up to the 
judgment of this committee. 

Mr. Javits. Do you feel that a big paint will have been gained by 
those who stand with you in your position, as I do, if the Fogarty 
resolution is adopted? 

Mr. Costecco. Yes; I do, because I think if the committee were 
to report the Fogarty resolution, and the House were to pass that 
resolution, it would be a very clear indication that Uhe Congress of the 
United States at least felt Ghat an injustice existed there that should 
be remedied, 

Mr. Javits. Now, would you mind answering one other question, 
and, if you find it difficult, just say so, but TP have been under a great 
deal of attack because I have espoused the justice of the unification of 
Ireland, and one of the great issues that has been presented to me is 
whether, if all Ireland was unified, there would be complete religious 
freedom in the country, Would you be good enough to speak to that? 

Mr. Costrtvo. 1 think the best answer to that is the situation in 
the 26 counties. We feel this is not a religious question at all, although 
it so happens the majority of the Protestants are located in the six 
countics, But in the 26 counties you have a Protestant population 
amounting to about 6 percent, aud vet Protestants occupy 20 percent 
of the governmental positions in the country. They hold a very 
large percentage, about 20 percent of the business positions of promi- 
nence, And F do not think that you have found a single case of any 
" religious intolerance demonstrated on the part of the Government or 
the people in Ireland. In fact, the Irish Constitution prohibits 
religious discrimination. 

I think that you will find that statements made by Jewish rabbis 
in Dublip, where there is an outstanding synagogue, and by the 
various Protestant ministers and bishops in Ircland, where they have 
repeatedly made written or verbal statements to the effect that they 
have not suffered a single bit of discrimination because of religion. 

Now, if there were going to be that tendency, with a very small 
minority of 6 percent, it would have been evidenced long before. 

Mr. Javits. Thank you. 

Chairman Ricnarps. Mrs. Kelly? 

Mrs. Ketry. Mr. Chairman. 

I welcome Mr. Costello before this commiltce. Iam sure that you 
realize that I am sympathetic with this cause, and I not only support 
your statement but I want to support the statement of my colleague, 
Mr. Mansfield. . 

There is one point I would like to bring out at this time; that I do 
want to emphasize the fact that the peoples of this country over 100 
years ago recognized the threat of communism to the world. It took 
this country almost 100 years later to récognize this real threat, in 
1948, when Vishinsky, on the floor of the United Nations, denounced 
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our great leaders. 1 (hank God to this day for Vishinsky denouncing 
our leaders. T only hope this committee will vote out favorably tho 
Fogarty amendment, so that action can be taken on the floor. I do 
not want to be compelled to vote for a rider on an important bill, the 
Mutual Security bill; and T am sure that, no matter what the out- 
come of the Fogarty resolution is, the rider will not be attached to 
tho mutual security Dill if action is taken by this committee on an 
appropriate resolution. And I hope that the committee will bear 
that in mind. 

1 thank you. 

Mr. Costero. It is my thought, in making a suggestion regarding 
this sort of amendment, that it will augment your security in secing 
to it that Ircland, too,-might become a part of that defense program, 
I think that that would happen very rapidly if such provision were 
written into this particular legislation, for [am quite sure the British 
Government would not stand idly by, but would act promptly to 
eliminate the border if it. prevented their receiving defense aid, 

Chairman Ricnanps. Mr. Reece? 

Mr. Reece. T have no questions, but I do want to say that Mr. 
Costello's occasional appearances before congressional committees in 
part compensates for his having left the Congress. 

Chairman Ricnanos. Thank vou very much. 

Mr. Costrtto. Mr. Dalton, a member of the executive committee, 
had hoped to be present and be a witness, but he was out at Cleveland 
at the conference there. When he returned to New York and was 
notified of this hearing he was unable to come down, and he requests 
permission to put his statement into the record at this point. 

Chairwan Kicitarps. We are sorry Mr. Dalton could not be with 
us, and without objection that will be done. Thank you very much. 

(The statement referred to is as follows:) 


Statement oF Ricwarp F. Datos, Averican Leaacve ror ax Uspivipen 
TRELANE 


First, I should like (o express iny thanks to the comntnittce for the opportunity 
afforded me to be heard. 

Second, 1 should like to express my thanks to the scerctary of the committce, 
Mr. Hoyd Crawford, for his patience and courtesy in reaching me by telephone 
under difficult cireums<tances. 

Mr. Chairman and gentlemen of the comunittee, Tam Sppoes aca citizen and 
asa taxpayer, to any recominendations for allocations of American money for any 
European ia aie or alleged security, or other—for so long ac England 

reists in her present international attitudes and remains in the present discsteem 
n which England is held by the bulk of our citizenship. 

My opposition stems from a firm belief that any further American moneys 
advanced fo or spent for the account of England, under England's present set-up, 
will simply be so many more good American dollars thrown down a bottomless pit. 

It is common knowledce that England, with more than 50,000,000 of population 
resident within an area no larger than our own State of Illinois, is unable (under 
England's present set-up) to adequately support, house, or even feed that popula- 
tlon, It is notorious that Encland, even to and within the past year of trouble in 
Korea, has furnished materials and supplics of war utility to the actual or poten- 
tlal enemies of the United States of America. The fact that England may try to 
excuse herself because of her dire economic necessities affords but cold comfort to 
mothers and fathers who Jost sons in Korea. 

It is now openty published that within this same period England has expended 
more than 2)¢ million dollars on just two of England's pet propacanda projects 
in the United States of America. 

Yet, England has persistently refused to clear up her own outrage to democratic 
processes in her own immediate neighborhood—lIreland. 
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England has refused, and continues to refuse, fo evidence by her deeds those 
principles which would win her the respect and the confidence of the civilized 
world. 

England has maintained her invasion of Ireland for 782 years, and there is a 
poncrtul school of thought in England today which holds to the theory that 

engtand’s present-day {invasion of Ireland can be reextended, and that England 
can once again reduce the whole of Ireland to the status of a Province, relezated 
to the task of supplying food for England's table. 

This is amply proved by the fact that England keeps our American State 
Department impregnated with the schooling that matters pertaining to the six 
counties of northeastern Ireland are ‘‘the internal affairs of a friendly power, with 
which the United States of America may not interfere.” 

Such Pec do superiority offends some 30 million ethnie Irish in the United 
States of America, and is probably the prime cause of the low estate to which 
England has fallen in American public opinion. The Frish are vocal; the Irish 
are eloquent; the Irish are foreeful in proclaiming their rights. The Irish are 


“bitterly resentful in denouncing thelr wrongs. They are denouncing England 


now wherever Irishmen and Irishwomea are gathered together. 

Then, too, to all appearances, our English-fufluenced Department of State is 
very effective in keeping detailed information of the true state of affairs in Ireland 
from the knowledge and official action of President Truman. 

-President Truman's speech just 2 weeks ago (Washington Monument, July 
4, 1951), ties in squarely with the actual aspirations and atruggles for complete 
independance of the people of Ireland; it placca, in words, the United States of 
America with those, however small, who seck and fight for liberty. That speech 
idealizes liberty; that speech spurns and condemns tyranny. 

As an old-time Democrat since my boyhood, I find myself unable to believe 
that these are not sincere words from the Preaident. 

But still I have to remember that President Truman refused to receive a 
sptendid delegation of Gold Star Mothers who went to Washington in 1948 
bearing a monster petition with hundreds of thousands of signatures, and ad- 
d |, a8 was the constitutional right: ‘‘To the President and Congress of the 
United States of America.” 

The petition was in Irelaud’s behalf. Its wording Is available. 

And so that pun had to go over to a then Republican House of Repre- 
sentatives, and it was to Congressman Joseph W. Martin, then Speaker of the 
House, that those Gold Star Mothers had to make their plea for American inter- 
vention in behalf of Ireland's unity and complete independence. 

Well, Irish-American opinion has advanced 4 long way since then, and England 
has sunk very low in American public esteem since then, and perhaps the State 
Department would not again insist that Ireland’s affairs are the domestic concern 
of England if the Fogarty resolution In the House, or the Dirksen resolution in 
the Senate, should reach the stage of public debate in the full view of the American 
voters. 

But, to come squarely to the business of the day, Mr. Chairman, I respectfully 
remind you that the last Government of the Republic of Ireland, through its 
then Minister for External Affairs, Mr. Sean MacBride, made a plain statement to 
the Government of the United States of America as to why Ireland cannot join 
the North Atlantic Pact for so long as England continues her invasion of the 
northeasterly six counties of Ireland. I respectfully remind you that a national 
election has occurred since then in the 26 counties of Ireland over which the 
Republic of Ireland presently exercises de facto as well as de jure jurisdiction. 

respectfully remind you that in this recent election all parties dcemed the 
reunification of Ireland a matter above and beyond party politics. Such reunificae 
tion was considered desirable and necessary by unanimous consent of the people 
of Ireland, and was not even a necessary sublect of debate. 

1 respeccfully remind you that as a result of that election the party of Eamon 
de Valera bas been returned to power, and that in one of his first utterances after 
being pce’, Taoiseach {Prime Minister) Mr. de Valera said: “Ireland to be free 
mus one. 

T respectfully remind you that Mr. de Valera reiterated the policy which has 
been enunciated by Mr. MacBride, and reasserted the practical political statement 
that Ireland could not join the North Atlantic Pact while England continues her 
invasion of six counties of Ireland or of any. part of Ireland. 

I respectfully remind you that the absence of Ireland from the Atlantle Pact 
leaves open & gap of more than 270 miles in the West European military and naval 
front, and rendera ineffective, and but a frittering away, any appropriations of 
American money for England’s buttressing. 
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T finally remind you that the Republic of Ircland functions under a constitu- 
tion modeled upon our own American Constitution, and that the Trish Constitu- 
tion guarantees (and delivers) full civic and religious liberty to every person. 
‘That any cleverly financed Engtish propaganda in America regarding a supposed 
religious question in Ireland is merely propaganda with a very offensive odor in 
the nostrils of American voters to the number of millions, 

I therefore urge that, in your considerations pertaining to the national security, 
you safeguard our good American dollars and refuse to recominend the expendi- 
ture of any further of them, at least until such time as England begins to rehabili- 
tate herself in American public opinion, Her action on Ireland would be a first 
evidence of England's awakening. 

Mr. Jupp. I might ask one question. You said, “You can assure 
the good faith of Great Britain through tho imminence of an Ireland 
allicd equally with us in the protection of iree netions from Communist 
domination.” : ; 

On what basis do you speak so confidently that ‘'4,000,000 Irish can 
keep some 47,000,000 English in line?” : 

Mr. CostEtuo. The thought I had there is not that the 4,000,000 
will keep Great Britain in line, but the fact that should Great Britain 
decide to reverse its position to join with Russia in a war against us, if 
wo had Ireland on our side right alongside of England, we would have a 
very effective means of keeping England on our side in that situation. 
In other words, I think Ireland tied up with us would be 8 sort of 

uaranty that England would stay with us and not go across to tho 

‘ommunist side. 5 

Mr. Jupp. A good forward base, in other words? 

Mr. Costsuzo. A very close base. _ ; 

Mr, Javits. Is the Fogarty resolution, which I favor very much, 
entircly satisfactory to you now in its present form? 

Mr, Cosrenio. Yes; itis. 

Mr. Javits. While recognizing its limited scope, we understand that. 

Mr. Costrenio. Yes; the Fogarty resolution is very general in its 
statement and it does meet with the approval of the American League 
for an Undivided Ireland. ; : ; 

Chairman Ricuarps. The next witness is Mr. Merwin K. Hart. 

We are glad to have with us as tho next witness Mr. Merwin K. 
Hart, president of the National Economic Council. 

Have you a prepared statement, Mr. Hart? 


STATEMENT OF MERWIN X. HART, PRESIDENT, NATIONAL 
ECONOMIC COUNCIL, INC., NEW YORK, N. Y. 


Mr. Hart. I appear on behalf of the National Economic Council 
to request that the size of the appropriations in this measure, partic- 
ularly the nonmilitary appropriations, be drastically reduced. 

We are convinced that. for a full dozen years the spending of money 
by the United States on foreign ventures has been in reat art 
excessive in amount and often ill-advised. The returns—where there 
have been any—have been frequently, as in our nearly $11 billion of 
lend-lease to Soviet Russia, tragically on the minus side. 

- In the 11 years ending 2 euuas 2, 1951, ar ppobnaton for foreign 
governments, or for tho benefit of foreign peoples, have been well nigh 
$100 billion. Some of this, of course, was well spent. Much of it 
was not. All of it came out of the savings, or the income that would 
have been savings, of the American people. Since much of it was 
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raw material or fabricated goods, the natural resources of the United 
States have been by just so much depleted. 

Tho Congress, due we think to the so-called bipartisan foreign 
policy, must share the blame for this excessive and fantastic expendi- 
ture. But wo placo the greater part of the blame on the Executive, 
because the Executive has recommended spending without regard to 
the wealth, the income, or the natural resources of the United States— 
in some cases without more than a hope that such spending would 
benefit the United States, and without regard (o the needs of tho 
American people. 

In a communication sent by Mr. Alfred Kohlberg to the President 
of the United States on August. 30, 1950, ho called attention to some 
$35 billion worth of war matériel, including raw materials such as 
copper, having been destroyed or dumped into the ocean after the 
end of hostilities in 1945. 

Miss Freda Utley says in her book, The China Story, on page 37: 

Following Japan’s surrender, shipments of lond-tease supplics to China from 
India were stopped, and large quantities of munitions and equipment intended 
for China were destroyed, or thrown into the sea. Smaller-caliber ammunition 
was blown up, and 120,000 tons of larger caliber dumped into the Indian Occan. 
This ‘Operation destruction” cost the lives of 25 Americans and 323 Indians. 

In a footnote on page 264 she says that the figure of 120,000 tons 
of large-caliber ammunition was confirmed by Gen. W. O. Reeder, naw 
a Deputy Assistant Chicf of Staff and former Foreign Liquidation 
Comunissioner of the Indin-Burma theater, 

Wo ourselves have heard from many sources so much hearsay, as 
well as some authentic accounts, of the extent of such destruction 
that we are not surprised at Mr. Kohlbery’s figures. It is n mystery 
to us that we have rarely, if ever, read anything about this huge 
destruction in the newspapers, and we wonder at their sitence. If the 
intent of all this destruction was not to weaken the United States 
vis-A-vis Sovict Russia, what was the intent? 

Wo strongly recommend that this committee, before approving 
appropriations on this account, should investigate this destruction, 
sy it was done and on whose orders? Is the man who issued those 
orders still with the government? Was not this destruction a (reason- 
ablo act? 

In both World Wars I and_II, and since, we have appropriated 
money in huge amounts to aid Great Britain. Yet Britain, it must be 
admitted, is pursuing her own interests, just as we believe the United 
States should do. But let her pursue her own interests with her owa 
money, not with ours. 

When the Communist Eisler escaped and was in British hands, 
Britain refused to hold and return him to tho United States. 

While it is to tho vital interest of the United States, in the opinion 
of this Congress, so far as I can learn, and certainly in the opinion of 
our military men, for the United States to establish closer relations 
with Spain, yet the Socialist-Labor Government of Britain has long 
and to date successfully used ils influence to keep America and Spain 
apart. 

Again and again, serving her own interests, Britain, although she 
has sent only a small number of troops to aid us in Korea, which 
troops have. fought valiantly, is noverthbloss precipi to dictate 

SUnited States with respect to Korea and China. In 
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these and other instances it can be seen that the aid wo have given 
Britain does not predispose her in the least in our favor. The billions 
we have given Hritain since 1945 have merely sustained in office a 
Socialist-Lnbor form of government, Marxist in inspiration and 
purpose, 

Sninilarty, the aid we have given France and Italy has brought us 
little good will. Neither has it materially weakened communism in 
those countries, for the Communist vote in the May elections in 
Italy was actually greater than in her elections of 1948, and the drop 
in the Communist popular vote in France in the June 17 election was 
not nearly so great as had been forecast. Yet an important purpose 
of this aid was to overcome the Communist threat. And we at least 
thought we would have the good will of those countries. 

On the other hand, while the United States has been Uwrowing 
money around in countries where the good it has dono is litte in evi- 
dence, we have neglected until now to aid Spain. Spain is no de- 
faulter—1 am told she has never defaulted ona foreign debt. And 
she has actively and successfully fought the evil of world communism 
which the ‘Truman adininistration has belatedly begun to recognize 
is our enemy. 

I would fike to say that this statement and these remarks about 
Spain were written by me before the headlines of yesterday in the 
New York ‘Times and the Herald ‘Tribune appeared, reporting that 
the Governments of Britain and France were denouncing the United 
States for even thinking of establishing closer relations with Spain. 

Light is thrown on the attitude toward Spain of the British Labor 
Goverament, by a photograph, a photograph of the original of which 
J hold in my hand, and which T shall leave with the committee, I 
obtained the original photograph of this picture in the Foreign Office 
in Madrid in November 1950. This photograph, taken in Spain in 
1946, shows the present Prime Minister of Britain giving with others 
the Communist clenched fist salute. I might throw in here that a copy 
of this picture on a circular that wo published with a few descriptive 
words reached Prime Minister Churchill in England, and a friend of 
mine who showed it to him said that Mr. Churchill said, “My gosh, I 
had forgotten that, but I now remember it when it first came out.” 
Apparently it impressed him. 

This Congress last summer overrodo the veto by the President of a 
loan to Spain of $624 million. Yet the administration has dragged its 
fect in carrying out the mandate of the Congress. It was many 
months before a single dollar of it was made available and more than 
half of the loan has not yet been mude available. 

I do not want to elaborato further on this Spanish situation because 
negotiations are apparently now going on which will bring Spain and 
the United States closer together. It is probably not too late, but it 
islate. We have not followed our own interests in that we havo failed 
Bi support Spain as our strongest potential ally on the continent of 

jurope. 

Wa in the National Economie Council believe that all this reckless 
spending has been instigated by alien influences, by Soviet Russian 
influence, by British influence, by French influence, by international 
Socialist inltuence. All theso influences had a fascination to Mr. 
Roosevelt and have seemed to have an almost equal fascination to 
Mr. Truman. 
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We believe it is absolutely essential, if this country is to survive, to 
draw a line and from here on to appropriate no monoy for any foreiea 
aid unless we are reasonably sure it will advance the interests of the 
defense of the United States. No commitment should be regarded as 
made merely because the Executive has made it, but every commitment 
should be subject to acceptance or rejection by the Congress. The 
American people are going to lose their liberty unless Congress re- 
possesses its full powers under the Constitution. 

We aro greatly shocked by our Government's inertia and unaware- 
ness in the face of what Sovict Russia and her spics and agents havo 
beon able to do. Russia has carried out her conquest in China and 
the iron-curtain countries. She has infiltrated other countries, in- 
cluding even the United States, for eventual conquest. 

We beliove that to defend herself the United States is going to need 
every bit of her wealth in natural resources and manpower. We do 
not interpret the so-called global responsibilities of the United 
States as warranting us to continue to cast moncy about on every 
side, often simply in the hope that it may do some good. If we do 
not husband our resourees with a care we have not shown in 18 years, 
America could lose her independence and we could find ourselves, pos- 
sibly within a few years, a subject province in a world government 
dominated by Soviet Russia. ; 

We therefore ask this committee not to approve a single project 
that is not directly connected with the defense of the United States. 
Wo urge that such spendings as proposed under point 4 be postponed 
indefinitely. Wo believe much of the pro aganda in favor of such 
projects as point 4 is inspired far behind the scenes by thoso in- 
fluences whose job it is to see the United States spend herself into 
bankruptcy. To allow ourselves to be mired deeper and decper by 
point 4 would insure a continuance of the reckless spending that has 
characterized tho past 10 years. 

The National Economic Council gave a dinner last October in honor 
of Jan Ciechanowski, formerly Polish Ambassador to the United States 
and now an American citizen. Mr. Ciechanowski told that dinner 
group that in his opinion the most important thing in the world today 
was for the United States to be and to remain strong. 

If the rulers of the Communist world continuo to spend the greater 

art of their national income on armaments, while we give ours away 
in charity, the end will bo conquest of these United States. Un- 
fortunately, in the defense of America, good works are not worth 
more than bayonets. 

That, Mr. Chairman, is the position of the National Economic 
Council. Woe believe that informed people will watch overy vote of 
this committee and will approve its course only if it cuts down tho 
oan aid to an absolute minimum, in cases necessary for American 

e ense. > 

Chairman Rycnanps. Are there any questions, ladics and gentlomen? 

Mr. Vorys. Mr. Chairman, this statement gives us much food for 
thought, but I have heard from other sources in addition to Mr, Hart 
this incident about the destruction of munitions in the Indian Ocean, 
and J feel that we should inquire of the Defense Department tho 
facts, and find out the answer to the three questions he proposes 
during the course of our consideration of this legislation. 
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Chairman Ricanps. You raise those questions, but do you assert 
that such incidents have actually occurred Mr. Hart? 

Mr. Vorys. I have heard it before Freda Utley heard it, and I 
think we ought to get an explanation of what did happen and why. 

Chairman Ricuarpbs. We will have plenty of witnesses here from 


whom you can get those answers. 

Mr. Hart. I think we can say that we know of certain cases where 
that was done. The information comes to us in such a way that we 
cannot, or I cannot repeat it hero without betraying a confidence, but 
I think it would be possible to find out where the information could 


be found. 
Chairman Ricnarps. I assure you that before these hearings are 


over, we will go into that very question. 
(The following information has been submitted for the record.) 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., July 24, 1951. 
Hon. Jaues P. Ricuarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricuarvs: You will recall that during the course of Mr. Hart's 
testimony before the committee on July £8, 1951, reference was made to the 
destruction of munitions in the Indian Ocean. Mr. Yorys stated that an inquiry 
should be made of the Department of Defense concern ng the facts involved in 
Mr. Hart’s testimony. You will also recall that Mr. Ifart referred to Gen. 

. O. Reeder as having given confirmation to some of the statements contained 
in the testimony. 

The following information is supplied by Maj. Gen. W. O. Reeder, Deput 
Assistant Chief of Staff, G-4. Ife was signal officer, CBI theater from June 24, 
1944, to May 21, 1945; Assistant Chief of Staff, G-, india-Burma theater from 
May 21, 1945, until January 7, 1946; and Foreign Liquidation Commissioner, 
India-Burma theater from January 7, 1946, until July 15, 1946. 

There were many types of property destined for the Chinese Government, in 
the custody of the CBI theater. There was lend-Icase equipment which had 
been landed in the carly days by diversion from the port of Rangoon. re WAS 
British lend-lease to China and Canadian mutual assistance material. With gold 
loans provided it by the United States, the Chinese Government had purchased 
diverse material, nearly all of a civilian nature, through two trading corporations; 
this material was received and stored in India by the CBI theater. In addition 
to this, it was originally the custom to ship United States military matériel given 
in lend-lease to China to the CBI theater, earmarked for China. In 1044 this 
custom was changed for administrative reasons, which follow. The Hump 
lift was a severe constriction In the supply line to China. The result was that 
much more China military lend-fcase could be shipped to India than could be 
forwarded from India to China. Consequently, lend-Iease supptics for China 
accumulated in India. At the same time, Amerlean troops in India and Burma 
were utilizing the same type of supplies and storage of material for them caused 
a duplication in supply and storage effort, in that full back-up for the American 
troops had to be maintained side by side with carmarked stock for China of the 
same character. Whenever a shortage occurred and it was necessary to “borrow” 
or reconvert to United States use some of the Chinese lend-lease, there was an 
elaborate administrative procedure to be accomplished and a considerable ac- 
counting load developed. Consequently, the CBI theater commander recom- 
mended and the War Department approved the following procedure: All Chinese 
lend-lease stocks In India and Burma were converted to United States stocks and 
thereafter United States military material was not put on lend-lease until actually 
issued or shipped to Chinese troops or to the Chinese Government. Asa result, 
on VJ-day there was no United States lend-lease material of s character used also 
by United States troops in the India-Burma theater. 

Shortly after VJ-day, the India-Burma theater was ordered by the War Depart- 
ment to effect as rapid a close-out as was consistent with orderly evacuation and 
dis 1. Types of equipment and supplics which were to be returned to the 
United States were designated and disposal of the remainder was directed. There 
were of course many individual decisions concerned in effectuating this gencral 
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decision. One of the chief problems was material cither belonging to, or ear- 
marked for the Chinese Government. Tho United Kingdom and Canada were 
contacted by the theater to learn their wishes as to their lend-leaso material for 
China. Both stated that it should be given to China. After tripartite negotia- 
tions between the theater, the Government of India, and the Government of 
China (represented in Delhi in tend-fease matters by a Mr. Chen), it was agreed 
to concentrate all matcrial for China in two locations, one at Ranaghat, north of 
Calcutta and the other a few miles from Karachi; the Chinese Government also 
agreed under urging by the Government of India to accelerato the shipment of 
such material to China and tho theater cooperated by securing ships for the 
shipment. Some of the material which was either the property of the Govern- 
ment of China or was still earmarked as lend-lease for China had deteriorated so 
much as to be not worthy of shipment; among such was a small amount of ammu- 
nition which was stored along with United States ammunition, principally In 
Kanchrapara ammunition depot. Such ammunition as the Chinese Government 
did not wish to ship to Ranaghat for later shipment to China was agreed to be 
destroyed or dis of by the India-Burma theater. The agreement was carried 
out by having the Chinese exccute shipping tickets to the United States for such 
ammunition as they did not want. 

The War Department had designated certain types of ammunition to be 
returned to the United States and the disposal of the remainder. The directed 
ammunition was returned to the United States. The law governing foreign dis- 

1 of surplus required that warlike material be demilitarized before disposal. 
n the case of the ammunition remaining for disposal, demilitarization was a 
formidable task. The quantity to be demilitarized was large and the experienced 
personnel to do it were relatively few; furthermore, the rapidity of demobilization 
under the pressure of public opinfon was fast thinning the ranks of the experienced. 
Safety was a very important consideration; in spite of the stringent precautions, 
there was at Kanchrapara an explosion which took the lives of 9 Americans 
and 55 Indians. Under such circumstances, the theater commander, Lt. Gen. 
R. A. Wheeler, recommended and the War Department approved, dumping as 
much as possible of the surplus ammunition at sea. Three ships were secured 
for the purpose; an srea in the Bay of Bengal was agreed with the Government of 
India. The operation was carried on for about 2 months; cach ship required 
about 2 weeks for loading, proceeding to the spot for dinuping, dumping the 
ammunition, and returning to berth in Calcutta. It is believed that the three 
ships averaged four trips each and should have loaded about 10,000 short tons 
on each round trip; consequently the total dum was about 120,000 short tons. 
Nothing but ammunition was dumped and of the ammunition only a very small 
fraction was Chinese; such Chinese ammunition had as stated above, been shipped 
to the theater for disposal. The average orlginal cost of ammunition during the 
war was about $1,000 per ton; on this basis the value of the ammunition dumped 
would approximate $120,000,000. This dumping was carried out by troops and 
civilians under the command of the commanding genera!, Base Section No. 2, 
India-Burma theater. At the time the operation began this commander was 
Brig. Gen. Robert R. Neyland; he was succeeded before the dumping ended by 
Brig. Gen. W. K. Wilson. : 
It would be appreciated if this letter is made a part of the record. 
Sincerely yours, 


‘Ss. L. Scary, 
Major General, U.S. Army, 
Director, Office of Afilitary Assistance. 


(The following was submitted by the Department of State:) 


MEMORANDUM CoNcEeERNING Destruction or Surpivs AND DETERIORATED 
, AMMUNITION IN THE CBI Treater 


The charge bas frequently been made that 120,000 tons of ammunition was 
destroyed in thé China-Burma-India theater at the end of World War II by 
dumping it in the Indian Ocean. This charge is sometimes varied by the declara- 
tion that the ammunition was destined for Nationalist China. The implication of 
tho persons making the charge has been that the ammunition was destroyed for 
the pu of preventing its delivery to Nationalist Chinese forces. This charge 
is completely untrue. . Chel 

The actual facts have long since been made public. They were thoroughly 
covered in letters to Mr. Francis D. Flanagan, chief counsel, Senate Investigations 
Bubcommittee, Committee on Expenditures in the Executlve Departments from 
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Brig. Gen. C. C. Fenn, Lar assistant to the Secretary of Defense, and to Mr. 
Alfred Kohlberg from Maj Gen. Edward F. Witsell, Adjutant. General of the 
Army. These letters were dated December 18, 1950, and July 17, 1917. Copies 
of these Ieitors are attached. 

Persons making these charges usually impute responsibility to the Department 
of State. Scerctary Acheson ina letter of July G to Senator Lyndon B. Johnson 
commented on this matter as follows: 

“The role p'ayed by the Department of State in this action is effectively dis- 
posed of in General Fenn’s letter. He said, ‘Under such circumstances, the 
theater commander, Lt. Gen, R. A. Wheeler, recommended and the War Depart- 
ment approved dumping as much as possible of the surplus ammunition at sea.’ 
Although it is true that the practice observed by the Foreign Liquidation Com- 
mission which was nominally under the Department of State, required that 
surplus materials be demilitarized before being sold or otherwise disposed of, the 
facts are that this dumping was carried out as a result of the recommendation of 
the CBI theater command>r as a necessary safety measure.” 

The way in which this charge is usually levied implies that the entire 120,000 
tons of ammunition was Chinese or was destined for Nationalist China and that 
its destruction gravely weakened the Chinese Nationalist cause. Secretary 
Acheson commented in the same letter a3 follows: 

“The facts also establish that roughly 120 tons of this ammunition was Chinese, 
and so deterforated that after an inspection by Clinese and United States Army 
Ordnance officers it was decided that it should be destroyed as a safety measure, 
A further inference that the SH Hae | of this ammunition hampered the Chincse 
Nationalists is dircetly contradicted by the sworn statements of Sceretary of 
Defense Marshall, who was the special representative of the President in China, and 
by Major General Barr, who was head of the United States milltary advisory group 
tothe Nationalist Government. Gencral Barr stated flatly that during the period 
that he wasin China, which covered up through 1948, at no time did the Nationalist 
forces lose any battles for lack of equipment or ammunition.” 

In considering this charge, it is germane to point out that, rather than hamperin 
the Natlonalist forees, the United States poticy made exceptions for China an 
provided extensive military aid, including 4 very large amount of ammunition. A 
detailed statement of atch mititary afd to China as preencd by Seeretary Ache- 
son to the Joint Armed Services- poclen Relations Committee inquiring {nto the 
military situation in the Far East and appears at page 2813 ff. in part 4 of the 
hearings. ‘This statement would undoubtedly be of considerable interest to the 
House Committee on Forcign Affairs. Sccretary Acheson's statement points out 
that after VJ-day the Chinese Nationalists continued to get large quantities of 
military and economic assistance from the United States. Since VJ-day the United 
States has given Nationalist China about $1 billion worth of military assistance. 
This has included large quantitics of military equipment under lend-lease from the 
United States after VJ-day when China was the only country so favored. It 
has included the completion of the prowe to equip 39 divisions for the Chinese 
Government which was only half completed on VJ-lay. That program was con- 
tinued to completion by the transfer of more than ${00 million worth of ordnance 
and stores, tanks and military vehicles, and ammunition. It has included the 
equipment ofthe bulk of 8!§ groups for the Chincse Air Force by a transfer of the 
total of 036 alrcraft. These i do not count the vital ald given the Chincse 
Nationalist Government after VJ-day by the headquarters of the United States 
Forces, China theater, in planning for the redeployment of tho Chinese Army and 
the repatriation of the Japanese, nor the aid rendered by United States marines 
in north China in occupying key areas and maintaining control of the Government 
of essential lines of communication, nor for the aid provided by the United States 
advisory groups. These figures also do not count the laree quantities of Japanese 
weapons and equipment which were turned over to the Chinese Nationalist forces 
when they wero surrendered by the Japanese. This total does not include such 
items as 6,500 tons of small-arms and artillery ammunition which were turned 
over to the Nationalists by the United States marines when they left north China. 

Since the question raised relates to ammunition, the following points made on 
pages 2815-2816 in Secretary Acheson's statement to the Senate Joint committee 
may be of interest: 

‘1, The military assistance which the United States gave to the Chinese in- 
cluded, of course, large amounts of ammunition. While the Department of State 
docs not have available a detailed itemization of wartime lend-lease matcrials, the 
item of ordnance and ordnance stores ($153,333,189.94) included large amounts of 
ammunition. The post VJ-day lend-lease, as indicated In annex 1, includes more 
than $94 million worth of ammunition, 
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Tn addition, 6,500 tons of ammunitlon, Including more than 4 million rounds of 
small-arms ammunition, were left by the marines and Navy, at no cost to the 
Chinese Government, during thelr evacuation from north China; surplus property 
sold to the Chinese included in addition to other equipment and assorted ammuni- 
tion of all sizes, 188,000,000 rounds of small-arms ammunition; the ammunition 

urchased from the $125,000,000 grant under the China Ald Act of 1948 included 
000,000 rounds of .30 caliber, 26,500,000 rounds of .45 caliber, 66,000 rounds of 
rocket ammunition, and 280,000 grenades. 

"2, The Chinese Government also bought ammunition in the commercial mar- 
ket. Thus, in December 1947, for example, the Chinese Government signed a 
commercial contract for 64 million rounds of .80 caliber ammunition. The Chi- 
nese ‘Nationalists also, we are informed, made substantial purchases in the com- 
mercial markets of other countries. 

“3, Arsenals: Until the National Government's military collapse, which may 
be said to have begun {n November 1948, the major arsenals in China and Man- 
churia were held by the Nationalists—15 major arsenals and 5 subarsenals produc- 
ing considerable quantities of small arms and small-arms ammunition. 

‘4. From the more than a million Japanese which the Chinese Natlonatists 
disarmed with our help, the Chinese took their ammunition as well as their arms 
and ammunition. The Chinese Nationalists also disarmed some 750,000 Japanese 
puppet troops (Chinese) and took their ea ment and ammunition. 

"5. It is estimated that as of VJ-day the Nationalists had a 5 to 1 superiority 
over the Communists in rifles and that they maintained military superiority in 
rifles and ammunition until after their defeats of middle and late 1948. 

“There has been some attempt in this committes te prove that the Chinese 
Nationalists did not have adequate ammunition; that the United States was at 
fault in not poviding the necessary ammunition; and that this lack of ammunition 
‘was responsible for the Chinese Nationalist defeats on the mainiand. The atten- 
tion of the committee {s directed to the authoritative judgment on this question— 
that of General Barr. General Barr was chief of the Joint United States military 
advisory group; he was there {n China from January 1948 to early 1949, the period 
when the Chinese suffered major crucial defeats which spelled the eventual 
doom of the Nationalist forces on the mainland, and he would appear clearly to 
be the man best qualified to express an opinion on the losses of the Chinese 
Nationalists, His reports, quoted in the record of these hearings, give his views 
as to the reasons for the losses of the Chinese Nationalists; it is relevant to empha- 
size his statement of November 16, 1048, that ‘no battle has been lost since my 
arrival due to lack of ammunition or equipment.’ In the final report of the joint 
United States military advisory group, there is the judgment that ‘in general 
troops in combat have had adequate supplies of weapons and ammunition, an 
their reversals are attributable to other causes than lack of equipment.’”’ (See 
China white paper, pp. 358-359.) 


Mr. Atrrep Konisenrc, 
Vice President, American China Policy Association, Ine., 
New York 18, N.Y. 


Dear Mr. Koutsera: This fs in teply to your letter of July 8, 1947, addressed 
te General Eisenhower, concerning the dumping of arms and ammunition in 


The War Department records reveal that the bulk of the combat troops sup- 
ported by the United States Army in the China-Burma-India theater were Chi- 
nese. Due to the exigencies of war, the supply of ammunition requirements to 
the Chinese in forward areas was made almost wholly from United States Army 

ks, Asa result as the war progressed {¢ became necessary for the United 

States Army to take over all Chinese tend-lease ammunition in the rear areas 80 

to integrate it into the United States supply line hereby y placing it in the hands 

of the g@ troops with the least possible delay. On VJ-day, some ammunition 

remained in the United States supply channels which, due to es markings, could 
be identified as lend-lease to China. 

Due to the storage conditions to which this ammunition was subjected, in 
many instances, in outside dumps during the seasonal monsoons, or even if placed 
in bashas, native etorage depots, it became extremely deteriorated and corroded, 
Toapections by the Chinese and United States Army ammunition officers revealed 
that a mafor Epormon of this a.n‘nunition required gestruction for safety measures. 
The cost of ve the smsil amount of serviceable ammunition far exceeded 
its value. . This fact already been proved by British salvage operations on 
7.92-millimeter Chinese ammunition. — . 


Jury 17, 1947, 


’ 
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This matter was discussed with representatives of the Chinese supply mission 
and representatives of the Chinese Army in India at which time {t was decided 
that the most practicable disposition for this ammunition was to destroy it. This 
was not a unilateral decision made by the United States Army. The Chinese 
representatives present agreed, and a Chinese Army officer signed shipping tickets 
authorizing its destruction. No lend-lease credit, therefore, was given China as 
the supply representative in India, Mr. Chen, acknowledged China’s responsi- 
bility and accepted this liability. Accordingly, as stated in your letter the ammu- 
nition was loaded aboard United States Army transport ships and dumped at 


sca. 

This procedure was further dictated by our policy with respect to the Govern- 
ment of India. Chinese and United States troops in India were guests of that 
country. It had been agreed no ammunition would remain after their departure. 
To expedite the evacuation of foreign troops, the Government of India took over 
the disposal of the remaining balance of ammunition on apn 1, 1916. La‘est 
reports indicate this matter has just recently been concluded. 

Sincerely yours, 
Epwarp F. WitsEtt, 
Major General, 
The Adjutant General, 


DecEMBER 18, 1950. 
Mr. Francis D. FLANAGAN, 
Chief Counsel, Senate Investigations Subcommittee, 
Committee on Expenditures in the Executive Departments, 
United States Senate. 


Dear Mr. Franacan: In reply to your Ictter of December 12 making ingulry 
relative to dumping of munitions in what you term the China-Burma-India 
theater, the correct designation being the India-Burma theater at the time in 
questions the following is supplied by Maj. Gen. W. O. Reader, Deputy Assistant 
hief of Staff, G-4. He was signal officer, CBI theater, from June 24, 1944, to 
May 21, 1945, Assistant Chief of Staff, G-4, India-Burma theater from May 21, 
1945, until January 7, 1946, and Foreign Liquidation Commissioner, India-Burma 
theater from January 7, 1946, until July 15, 1946. Because of his intimate con- 
cern with the matter In question it is believed that his memory of the facts is 
correct as regards the major Issues, though details would have to be supplied by 
extensive research [nto the theater records which are now in dead storage. 
There were many types of property destined for the Chinese Government, in 
the custody of tho I theater. There was lend-lease equipment which had 
been landed in the early days by diversion from the port of Rangoon. ‘There 
was British lend-lease to China and Canadian mutual assistance material. With 
gold loans provided it by the United States, the Chinese Government had pur- 
‘¢ diverse material, nearly all of a civilian nature, through two trading cor- 
rations; this material was recelved and stored in India by the CBI theater. 
n addition to this, it was originally the custom to ship United States military 
matériel given in lend-lease to China to the CBI theater, earmarked for China, 
In 1944, this custom was changed for administrative reasons, which follow. The 
hump lift was a severe constriction in the supply line to China. The reault was 
that much more China military lend-lease could be shi to India than could 
be forwarded from India to China. comequently lend-lease suppties for China 
accumulated In India. At the same time, American troops in India and Burma 
were utilizing the same type of supplies and storage of material for them caused 
a duplication in supply and storane effort, In that full back-up for the American 
troops had to be maintained side by side with earmarked stock for China of the 
same character. Whencver a shortage occurred and [t was necessary to borrow 
or reconyert to United States use some of the Chinese lend-lease, there was an 
elaborate administrative procedure to be accompished and a considerable ac- 
counting load aevelones: Consequently, the CBI theater commander recom- 
mended and the War rtment approved the following procedure: All Chinese 
lend-lease atocks fn India and Burma were converted to United States stocks 
and thereafter United States military material was not put on fend-lease until 
actually issued or shipped to Chinese troops or to the Chinese Government. As 
4 result, on VJ-day there was no United States lend-lease material of a character 
used also by United States troops in the India-Burma theater. 
Shortly after VJ-day, the India-Burma theater was ordered by the War Depart- 
ment to effect as rapid a close-out as was consistent with orderly evacuation and 
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dis 1, Types of equipment and supplies which were to be returned to the 
United States were designated and disposal of the remainder was directed. There 
were, of course, many individual decisions concerned in effectuating this gencral 
decision. One of the chief problems was material either belonging to, or car- 
marked for, the Chinese Government. The United Kingdom and Canada were 
contacted by the theater to learn their wishes as to their Iend-fcase material for 
China. Both stated that it should be given to China. After tripartite nego- 
tiatiana between the theater, the Government of India, and the Government of 
China (represented in Delhi in lend-lease matters by a Mr. Chen), it was agreed 
to concentrate all material for China in two locations, one at Banaghat, north of 
Calcutta, and the othér a few mites from Karach!; the Chinese Government also 
agreed under urging by the Government of India to accelerate the shipment of 
such material to China and the theater cooperated by securing ships for the 
shipment. Some of the material which was either the property of the Govern- 
ment of China or was still earmarked as tend-lease for China had deteriorated 
60 much as to be not worthy of shipment; among such was a small amount of 
ammunition which was stored along with United States ammunition, principally 
in Kanchrapara ammunition depot. Such ammunition as the Chinese Govern- 
ment did not wish to ship to Banaghat for later shipment to China was agreed 
to be destroyed or disposed of by the India-Burma theater. The agreement was 
carried out by having Chinese execute shipping tickets to the United Scates for 
such ammunition as they did not want. 

The War Department had designated certain types of ammunition to be re- 
turned to the United States and the a ere of the remainder. The directed 
ammunition was returned to the United States. The law governing foreign 
disposal of surplus required that warlike material be demilitarized before disposal. 
In the case of the ammunition remaining for disposal, demilitarization was a 
formidable task. The quantity to be demilitarized was large and the experienced 
personnel to do it were relatively few; furthermore the rapidity of demobilization 
under the pressure of public opinion was fast thinning the ranks of the experienced, 
Safety was a very important consideration; in spite of the stringent precautions 
there was at Kanchrapara an explosion which took the lives of 9 Americans an 
55 Indians. Under such circumstances, the theater commander, Lt. Gen. 
R. A, Wheeler, recommended and the War Department approved, dumping as 
much as possible of the surplus ammunition at sea. Three ships were secured 
for the Purpose; an area [n the Bay of Bengal was agrced with the Government 
of Indias. The operation was carried on for about 2 months; each ship required 
about 2 weeks for loading, proceeding to the spot for dumping; dumping the 
ammunition, and returning to berth in Calcutta. It is believed that the three 
ships averaged four trips each and should have loaded about 10,000 short tons 
on each round trip; consequently, the (otal dum was about 120,000 short tons. 
Nothing but ammunition was dumped and of the ammunition only a very small 
fraction was Chinese; such Chinese ammunition had as stated above, been shipped 
to the theater for disposal. The average original cost of ammunition during the 
war was about $1,000 per ton; on this basis the value of the ammunition dumped 
would approximate $120,000,000. The dumping was carried out by troops and 
civillans under the command of the commanding general, Base Section No. 2, 
India-Burma theater. At the time the operation began this commander was 
Brig. Gen. Robert R. Neyland; he was succeeded before the dumping ended by 
Brig. Gen. W. K. Wilson, .t 

Sincerely yours, 


C. C, Fenn, 
Brigadier General, United States Army, Retired, 
. pecial Assistant lo the Secretary. 

Chairman Ricwarps. Are there any other questions? 

Dr. Jupp. Mr. Chairman, I would like to say for the record that I 
do not think the statement in the second paragraph is guite accurate, 
The second sentence of your second paragraph says, “The returns— 
where there have been any eve been frequently, as in our nearly 
$11 billion of lend-lease to Soviet Russia, tragically on the minus side.”’ 

Personally, I do not think we ever spent any $11 billion that saved 
more American lives than did those $11 billion lend-lease that wo gave 
to the Soviet Union. The error was not in assisting the Sovict- Union 
against a common enemy; the error, and that is the thing that was 
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tragic, was in assuming that because Russia for her own reasons and 
wo for our defense were fighting Hitler together, they were also 
democratic and wanted the kind of work that we wanted, and would 
cooperate with us after the war to build it. That was a tragic error, 
but it was not in giving lend-lease assistance to Russia. It was in 
assuming that she wanted to cooperate with us after the war and 
basing our foreign policy on the illusion that she was a peace-loving 
democracy. 

Mr. Hart. The reason we have put this statement in here is that 
we believe if we had withheld lend-lease from Sovict Russia, Hitler 
and Stalin would have worn themselves out and Hitler would have 
been disposed of and Statin would have been so weakened that he 
would have been stopped in his tracks. That is our theory. 

Dr. Jupp. I do not believe vou can assume Hitler would have been 
disposed of, because without our assistance just at the timely moment, 
I suspect he would have overrun Russia. Whether he could have 
controlled it and occupied it afterward is another question. But it 
was touch and go for many weeks even with our assistance to tho 
Sovict Union. Ido not want to argue the point. 

Chairman Ricnarps. Thank vou very much, Mr. Hart. We appre- 
ciate your coming here to testify. 

Mr. Hart. Thank you, Mr. Chairman. 

Chairman Ricuarps. The next witness is the Honorable Tracy S. 
Voorhees. . 


STATEMENT OF TRACY S. VOORHEES, VICE CHAIRMAN OF THE 
COMMITTEE ON THE PRESENT DANGER 


Chairman Ricuarps. We are glad to have you here, Mr. Voorhces 
Mr. Voorhees represents the Committee on the Present Danger 
I believe you are vice chairman of that organization. 

Mr. Voorueres. Vice chairman of that organization, yes. 

Chairman Ricuarps. Would you mind telling the committee your 
background in the political field, and in the private field, and so forth? 

Mr. Voorness. If the committeo please, I have no political back- 
ground. I was until Pearl Harbor a lawyer in New York. 

Sinco then I served in the Army during the war, and after that 
remained in various jobs for the War Department until a year ago. 

Chairman Ricuarps. What was your position with the War 
Department? , 

Mr. Voorntes. I was for a time special assistant to the Secretary of 
War, and then Food Administrator for the Occupied Areas, in charge 
of feeding Germany and Japan during the famine years; and then 
Assistant Secretary and still later Under Secretary of the Army. 

Chairman Ricuarps. I did not megn to say political field. I know 
that you are anything but a politician, but I was thinking at that 
time about your connection with the Government when you were 
1ere. 

Have you a prepared statement, sir? 

Mr. Voonurrs, At-the request of the clerk of the committee, I did 
prepare a statement, and I have it here and I can either use that 
statement or speak extemporancously. 

Chairman Ricuarps. You go ahead in your own way, whichever 
way you prefer. © 
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Mr. Yoorutes. Both for myself and for the members of the Com- 
mittes on the Present Danger, permit me, first, to oxpress our appre- 
ciation of the opportunity to present our views before this committee. 
_ The Committee on the Present Danger, formed last fall and consist- 
ing of 55 members, is a nonpartisan, nonpolitical group of private 
citizens. It was formed because of a deep conviction that the United 
States is gravely threatened by Sovict aggression. It believes that it 
is still possible to avert all-out war if tho danger is realized in time 
and if the steps necessary are taken promptly by the United States 
and its allies to make major aggression against thom an unprofitable 
gamble. 

The committee believes—basing this upon tho substantially unani- 
mous opinion of our responsible military leaders—that tho defense of 
the United States requires a joint defonse of Europe, and to that end 
the firm support of General Eisenhower's mission in Europe. It 
belioves that this must be done without neglect of the Far East. Tho 
above program the committee considers to be ono necessary for na- 
tional survival. . 

Dr. James B. Conant, the chairman of our committee, is temporarily 
absent on a trip to the Pacific, and as vice chairman, I accordingly 
tonight appear in his place to supplement the testimony given by 
Mr. Paul Hoffman, also a member of the Committeo on the Present 
Danger and of its subcommittee on foreign aid. 

Beginning last February, the committee undertook an_intensive 
study of the subject of foreign aid and its organization. This work 
was prosecuted actively by studies made, both in Europe and here, 
until a month ago when a public report was made. This consisted of 
a brief statement by the committee, accompanied by a summary report 
by its subcommittee on sorelen aid, and—published separately—a 
detailed study of thesubject. Copies of these two pamphlets have been 
furnished to you I think that those have been sent to you, but they 
were attached to the statement sent to the committee this afternoon. 

The first, or shorter pamphlet, contains a list of the members of the 
committee; and then the report of the subcommitteo on foreign aid 
and the objectives of the committce. ; : 

Chairman Ricuanps. Of course, we cannot put this whole pamphlet 
in the record, but they are very good documents, and I have read them 
both pretty carefully, However, I think we should put the list of tho 
members you have there in the record, because a great many promi- 
nent citizens are there. Without objection, that will be done, 

(The list referred to is as follows:) 
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COMMITTEE ON THE PRESENT DANGER 


Julius Ochs Adler 
Raymond 1. Allen 
Frank Altschul 

Dilton Anderson 
William Dougtas Arant 


James Phinney Baxter III 


Laird Bell 

Barry Bingham 
Harry A. Bullis 
Vannevar Bush 

Will L. Clayton 
Robert Cutler 

R. Ammf Cutter 
Mrs. Dwight Davis 
E. I. Degolyer 
Harold W. Dodds 
Charles Dollard 
William J. Donovan 
Goldthwaite H. Dorr 
David Dubinsky 
Leonard K. Firestone 
Truman K, Gibson, Jr. 


Cary) P. Haskins 

Paul G. Hoffman 
Monte M. Lemann 
William L. Marbury 
Stanley Marcus 
William C, Menninger 
Frederick A. Middlebush 
James L. Morrill 
Edward R. Murrow 
John Lord O'Brian , 
Floyd B. Odlum 

J. Robert Oppenheimer 
Robert P. Patterson 
Howard C., Petersen 
Danicl A, Poling 
Stanley Resor 

Samuel J. Rosenman 
Theodore W., Schultz 
Robert E. Sherwood 
Edgar W. Sinith 
Robert G. Sprout 
Robert L 


483 


. Stearns 
Miss Meta Glass Edmund A. Walsh, S. J. 
Arthur J. Goldberg W. W. Waymack 
Samuet Goldwyn Henry M. Wriston 
W. W. Grant J. D. Zellerbach 
Edward 8, Greenbaum 


James B. Conant, chairman 
Tracy S. Voorhees, vice chairman 


Mr. Voornees. The committee consists of Republicans and 
Democrats, some members of the clergy, representatives of labor, 
citizens who were interested in various phases of the war effort in 
World War II, some atomic scientists, and about. nine college presi- 
dents. I do not think that there is anyone on the committee who is 
in active political life, except that I read in the Philadelphia papers 
that one of the clergymen is running for mayor of Philade!plis. 

Mr. Reece. You are not hinting that if some members of your 
committee were in political lifo, that it would be a reflection on the 
organization? For one, I am getting tired of people, by inference, 
conveying the impression that a man engaged in politics is not 

atriotic, and tho fact that membership to somcone who might run 
or political office would reflect upon your committee. I do not 
think it would detract from it in any way. 

Mr. Voorneers. The presence of such a man as a member would 
be an honor, sir, and I did not intend any such thought as you suggest. 
May I say that tho only reason wo did not include persons in active 
political hfe was that we felt that if we had people who were in active 
political lifo, it might be said that they had some potitical motive in 
advocating the program we were supporting. For our purpose, in 
which we were trying to do something which we thought was of a 
nonpartisan nature, we felt therefore that it would be better to have 
people who were not in active political life. I wish to say, sir, with 
very great respect, that I have the utmost admiration for you people 
who take the heat down hero day after day, and it is not because of 
any lack of such respect, but merely for the reason that I stated, that 
we organized the committee the way we did, sir. 

Mr. Reece. I am sorry if I showed any feeling. I wes director of 
tho school of business administration at New York University, and a 
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teacher of finance at tho time IT got a leave of absence to run for Con- 
gress, back in 1920, and I do not think that Tam any better or any 
worse today than [was at that time. 

Mr. Voornres. Congressman Reece, you have done much for your 
country in that period. Our reasen was this: We selected only a fow 
subjects which this committee would deal with. We tried to limit 
its work to these few subjects which we thought: were necessary 
yurely for the defense of the country, and which therefore should not 
have any partisan political approach. We felt, therefore, that it was 
better, in order that the committee might not be claimed to have any 
political purpose or any purpose for the benefit of some member of the 
committe, not to include people who were in active political life. That 
was in order that we might bo able, so far as possible, to command the 
respect and support of members of both political parties, without our 
advocacy of any policy being considered as favoring either the ad- 
ministration on the Democratic side or the Republicans, but would-be, 
on these foreign-affairs, matters support of a national policy. 

Mr. Reece. My own feeling is that a man who holds an appointive 
office is just as much in political life as a man who holds an elective 
ollice, the difference being principally that he sometimes is o hitel- 
riker, 

Mr. Voorures. Maybo that is what L was. 

Chairman Riciaros. Will you go right ahead? 

Mr. Voorutrs. This work on foreign aid was initiated by the com- 
mittee and was done completely independently, and at the committee's 
expense. Tho committee has no interest to serve except Che broad 
objectives above stated. Its vewpoint and interest are only those 
of citizens for the protection of the security of the United States in a 
time of great danger. 

Wo start from tho fact that the policy of making the defense of the 
United States in Europe under an alliance is not just an administra- 
tion policy, but a national policy approved by tho overwhelming 
Senate vote ratifying the North Atlantic Treaty. Likowise, tho present 
forcign-aid program now before you—of which Che largest part is 
direetly or indirectly for tho military strengthening of our allies under 
tho treaty—is, wo believe, a national program divorced from political 
considerations. 

Naturally, America wishes to set up a realistic defonso with as few 
United States troops in Europe as possible. This can be done, given 
time, Europe has the manpower, and our present atomic strategic 
bombing supremacy should give us tho timo—but not time to waste, 
It, therefore, makes senso to supplement what Europe can do alone 
toward creating and equipping this joint force. ‘This supplement is 
the largest part of the foreign-aid request now before you. 

Apart from this rearmament, our aid for Europo’s economic recovery 
under the Marshall plan would be now’ virtually completed a year 
ahead of schedule. “Mio so-called economic aid for Europe in the 
present request is, with minor exceptions, in reality indirect military 
aid. Literally, it is economic aid for a military purpose. Whether 
aid is given in dollars to make possible increased European military 

sroduction there, or is furnished through military end-items from 
tore, is a difference of method merely, not of purpose. Both kinds of 
aid are to supplement the ability of cach recipiont nation to meet 
its agreed troop basis as n-member of the North Atlantic alliance, 
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Therefore, in this planned aid to Europe, all aid is essentially part of 
one program for one purpose; all aid is to supplement what the local 
economics can do; all aid is essentially for a military purpose. This 
unity of the program should be recognized by creating an adminis- 
tralive set-up adapted to these conditions. 

The existing split in adininistration is an histories] accident result- 
ing from earlier particular programs: ECA for European economic 
recovery; military aid through the State Department, first for Greece 
and ‘Turkey, then for the North Atlantic countries; and technical 
economic assistance-~point 1V—in the State Department. 

Since Korea, so-called military aid has come to constitute three- 
fourths of the pregram., But the previously existing split-up admin- 
istrative organizations still continue, subject to a recently created 
form of commiltee government or coordination by a committee headed 
by an official of the State Department. Experience has shown that 
comnittee direction and split: administration cannot: produce fast, 
decisive, and economical results in suele an operation. This is a 
business enterprise. It should be put on a business basis, both for 
economy and to get results in time. 

Fortunately, we have an invaluable preeedent which has worked welt 
in the similar job involved in the Marshall plan, It was worked out 
3 years ago last spring after exhaustive consideration in Congress, 
and it has functioned well. That precedent should, we believe, be 
ppplicd to the present even greater task. Under it, foreign policy 
would be made by State, but the business operation of managing the 
aid program in accordance with such foreign policy would the ina 
single ageney formed for this purpose. It would bear the same rela- 
tionship to State that ECA does—one in whieh no dispute ever had 
to be taken to the President, 

As to defense, its relationship would be, as Mr. Hoffman. testified, 
quoting from the report in which he participated, “essentially the 
same as defense’s present relationship to State in the mutual defense 
assistance program.’”’ When the first MDAP appropriations were 
made, they were assigned by the President to the State Department. 
Such appropriations have been principally used for purchase of mili- 
tary aniitenis in this country. This procurentent was carried out 
by State through the Defense Department, and the money was tmns- 
ferred to Defense for such purpose. As to military end items procured 
in the United States, this would be followed in the plan we propose 
except that it would be the new agency, instead of State, which would 
be turning over (he money to Defense for the procurement. But the 


agency would, of course, try to develop more sources of production in 


Kurope. 

The common sense, down to hard rock, reasons why there should 
be one such administrator for all foreign aid seem to us to include tho 
following: 

1, One man should have the jab—just as the ECA Chief has had 
it—of finding out how much United States aid cach country really 
ueeds to supplement its own budget and resources in order to meet 
its agreed troop basia. The Amertean people should provide only the 
amounts—whether in end-items or in ilollans = heyouil that which the 
convalescent, but still not too strong, European economies can pay 
by reasonable action through their own budgets. 
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ECA provided its total aid, purstiant to the congressional mandate 
in the statute, under bilateral agreements which required that the 
recipient countries do their part. So tho now Administrator should 
be required by tho statute to make an over-all bilateral agreemont 
with cach recipient as a condition of all United States aid. 

Lacking this, wo have had in tho past two soparato appraisals of the 
amount of aid required: one economic by ECA; ono the number of 
military end-items by Stato or Defense. Yet tho total amount of cach 
kind of aid should bo proportioned tothe other. Together they should 
bo the amount required to mako up tho total deficit which the recipient 
country could not bear alone and still mect its troop basis. 

2. The second thing which tho Administrator should do, if this 
whole matter is to be put on a business basis, is to have, what Mr. 
Hoffman called a loud voico in determining what military products 
can be produced in Europe itself instead of sending United States ond- 
items. This is necessary to make intelligent use of the European 
economies themselves. What has happened to dato is that most of 
tho so-called military aid has simply been contracted for in the United 
States, further overtaxing our economy and increasing inflationary 
pressures hero. The Germancconomy, strong asitis, has, for example, 
not been significantly used, It is not a Defense Department function 
—and Defense is not equipped—to go through tho various European 
economics to dovelop their production, This can only be dono by an 

ency with economic missions in cach country, as ECA has, which 
the new administration would takeover. Then—using tho illustration 
contained in a question asked Mr. Hoffman yesterday by a member of 
this committeso—and I do that from memory; I haven't a copy of the 
record—if one European country can make minesweepers and another 
can make small arms, and each needs tho product of tho other, the aid 
can be administered and the undertakings incorporated in the bilateral 
agreements in such manner as to use al} such production fully. This 
would ba done instead of, as stated in the question yesterday, supply- | 
ing both :minesweepers and the small arms from the United States 
because the other countrics could not agree between thomselves. 

Basic in such a unified approach is that there would be no hard 
and fast division in advance between the amount of so-called military 
aid—now really United States end items—and so-called economic 
aid—now dollar assistance. The Administrator should be directed 
by the statute to promote, so far as can reasonably be done consid- 
ering all factors, the production of Europe, and to use the power of 
the purse strings, as ECA did in its program, to see that this will be 
truly a mutual-assistance program, not just a United States givo-away 

rogram, In this way we can give Europe the chance to earn dollars. 

e@ can increase the total output, decrease the United States cost, 

and make Europe a more active partner in the enterprise rather than 
a recipient. Also, in this way we can provide for Europe to produce 
the spare parts and servicing for United States end items furnished 
to them, averting a continuing drain on United States aid for this 
purpose. ; 
f course, the judgment of the Defense Department and of Gen- 
eral Eisenhower as to the speed necessary for timely delivery, the 
security factors, the requirements and specifications, would have to 
guide the Administrator. ‘ 
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3. I believe that the Administrator should be required by the 
statute to administer the total aid to any individual member nation 
with particular regard to the recommendations of the supreme com- 
mander. Congressman Herter has already drawn attention to this 
matter. At present, apparently the supreme commander lacks a 
sufficiently authoritative voice in the equipping of the armics bein 
created under his command. To correct this, tho over-all bitatera 
ngreement covering all aid to a country could be of the greatest value. 
The total assistance, whether called military or economic, would then 
flow in accordance with the needs of the supreme commander and the 
progress the recipient countries make to carry out their undertakings— 

th those in the bilateral agreements with the Administrator, and 
those consisting of commitments relative to the joint force under 
General Eisenhower. If the United States is going to furnish billions 
of nid for Europo to mako possible a strong carly Nefense, why should 
it not do so in a way to back up tho judginent of the general it sent 
there to direct and create such defense? 

4. The Administrator should see—just as ECA did in Europe— 
that each country furnishes maximum aid to other countries. There 
is no moro wasteful method than separate dollar appropriations, sepa- 
rately administered, for aid to different areas with cach recipient 
country looking to the United States for what it needs. In the 
Marshall plan, and limited sotcly to cconomie aid in that area, such 
mutual assistance was exploited effectively by ECA as tho statute 
directed. But such countries also trade with the underdeveloped 
areas, To whatever extent is possible, aid which ono country requires 
should be conditioned upon its supplying aid of kinds which it can 
furnish which other recipient areas require, whatever their geographi- 
cal location. This is not only a sound measure for economy, but it is 
consistent with the dignity and sovercignty of the nations themselves. 
Frequently, they have evidenced a strong desire to carn their way. 
Japan, which last year had received $250 million of economic aid, 
requires none this year, largely because of the earnings it has made 
through vigorous support of the United Nations war in Korea. I am 
informed that a high official of the German Government was this 
month knocking on doors in Washington asking for an opportunity 
to carn through production for the defense effort. In southeast Asia, 
Japan at low cost can furnish much of the economic aid and also 
technical assistance required. In doing so, she could keep herself 
solvent if the Korean fighting stops, and do so without United States 
aid. While the United States cconomy is overtaxcd, there is definite 

ain in resistance to inflation here by such methods. Also enormous 
dollar savings are possible. In one instance in the Far East, such 
literally mutual aid reduced the net cost of certain United States 
military installations to less than 10 percent of what had been previ- 
ously spent for similar construction. If the United States is going to 
‘run this long hard race of world leadership, it must do it efliciently 
on a business basis. At least, so wo believe. 

Finally, such Administrator would answer tho problem dramatized 
‘by the Kem amendment. He would at once become in effect the 
mutual defense assistance officer contemplated in Congressman 
Battlo’s bill just approved by this committee. Here again, with the 
desired principle stated by thea Congress in the logislation, the Ad- 
ministrator could, through the bilateral agreements and exercising 
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discretion in each case, apply the desire of Congress to control un- 
reasonablo trade which would have on balance military vatue to the 
Communist build-up. 

In the above, I have for clarity referred substantially onl 
assistance for military purposes. This is not due to lack of interest in 
the underdeveloped areas, or the point 4 program. Over the long 
rales that program is an essential part of our defense and successful 
world leadership against communism. 

The heart. of tho natter is that the United States, to assert leader- 
ship which is thrust upon it and which is necessary for its own defense, 
must carry a heavy load for a long period. But this must not be a 
heavier load than necessary, and it can be made fighter only by sound, 
centralized business administration conducted on a nonpartisan, von- 
political basis, under the control of one pair of strong hands holding 
the purse, 

Tho administrative change could be accomplished without serious 
disrupting going organizations. ECA has the bulk of the personnel 
and .organization required, including the missions in the recipient 
countries. With them would be merged personnel from the military 
defense assistance program and point 4 in State. As liaison officers, 
thero would be military personnel now engaged in these programs in 
the Defense Department. With the new and broader mandate, there 
would be no need to start from scratch or seriously to disrupt going 
operations. 

As to the size of the appropriation, since we must make our defense 
in Europe, and since we have no guaranteed minimum time in which 
to create it, speed is essential. General Marshall has, I understand, 
indicated that foreign military aid appropriations for 2 or 3 years of 
the general order of magnittde of the present request will bo neces- 
sary. Since tho object is military, since speed is important, and sinco 
the present request constitutes, according to General Marshall's testi- 
mony, only one-third or one-half of the total which will be required, 
clearly there is no true eoonaiy in cutting down the present request. 
Tho obligating authority should be given to get as rapidly as possible 
the equipment required for the troop basis which our military com- 
mand considers necessary to constitute a realistic European defense. 

We aro apparently planning to spend about $60 billion on our own 
Defense Establishment. ‘The present foreign-aid bill,-through which 
we plan to develop the military strength of our allies, is just as truly 
a defense cost as our own Defense Military Establishment. Further, 
since our allies are contributing troops, this constitutes, as I betieve 
Mr. Foster has testified, a lower defenso cost for the same amount of 
military strength. We can no more afford to fail to strengthen our 
‘allies by the foreign aid requested than we can fail to provide tho 
funds necessary for our Army, Navy, and Air Force. 

The total request for foreign aid is orly 12 percent of our total 
security budget. If wo can afford the latter we cannot afford not to 
provide the former, which is an essential part of it. Put in other 
words, if we are to have a realistic defense and do not give this aid 
to our allies, we may need 12 United States divisions or 20 divisions in 
Europe instead of the 6 now planned. 

‘ It 1s for these reasons that the Committee on the Present Danger 
after careful study, endorses an appropriation of the gencral order of 


magnitude requested. 


see 
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Finally, let me quote with especial emphasis the last paragraph of 
our subcommittee’s report, which it entitled “The Overriding 
Consideration,” 

While the foregoing scems the soundest organizational strueture, the consider- 
ation of supreme importance is that this country give the aid to General Eisen. 
hower in setting up the forces in Europe called for in the joint defense of the free 
world and also give such other aid as is vital elsewhere. Therefore, while we 
recommend an organization which we believe will be more economical in opera- 
tion and sounder in sMructure than the split administration now existing, we also 
recommend that an appropriation of the order of magnitude proposed be sup- 
ported unreservedly under whatever form of organization the Congress: determines 
to be most effective. For organization, while important, must be considered as 
secontlary to the over-all objective of furnishing the sinews necessary, in what- 
ever form, to enable our allies to participate with full effectivencss in the jofnt 
defense and to take the broader measures in all areas required to win the peace, 

Chairman Ricttarps. Thank you, Mr. Voorhees. That is a very 
interesting and bold statement. 

Mr. Mansfield, we will proceed under the 5-minute rule. 

Mr. Mansriztp. Mr. Voorhees, I want to join the chairman in 
complimenting you on a very able statement. I am especially inter- 
ested in the possibility of one organization administering these aid 
programs and am very happy to see how much detail you have gone 
into explaining the point of view of Uhe Committee on the Present 
Danger. I wish if it were possible that you would furnish the com- 
mittee more in the way of an organizational set-up for such an 
organization, if your committee can do so. 

Mr. Voornters. We will be very happy to try to do so, sir. 

Mr, MANsFiELp. I was also pleased to note your reference to point 
4, because, as Mr. Rockefeller pointed out yesterday, this country is 
fast becoming a have-not country and we are losing our resources. 
He pointed out as an example just how short we were in manganese 
and how dependent we were on other countries outside this hemi- 
sphere. . 

PY should like to add to what he said, and point out that as far as 
copper is concerned, and copper is synonymous with the rise of 
civilization, as far as this country goes we will be out of copper in 
75 years except for one camp, and that is Butte, Mont. I bring that 
to your attention not because it happens to be in my district, but 
because of the fact that it is the only major mining camp in a copper 
sense which at that time will be producing in this country, and 
because that emphasizes that in copper and other metals, as well as 
in manganese, we are becoming more and more dependent upon 
outside sources, and one way to overcome this deficiency is through 
the development of a sound point 4 program which will enable us to 
be assured of these sources of supply as we become weaker in them. 

Thank you very much, Mr. Voorhces, for a finc statement. 

Mr. Voonuees. I had the pleasure of being present at the direct 
testimony but not during the questioning of Mr. Rockefeller yesterday, 
and it seemed to me that his was a completely unanswerable statement 
as to the underdeveloped areas. In our detailed study which is the 
longer document there, which is furnished to you, at page 20, there is a 
discussion of the underdeveloped areas, beginning at page 20. Par- 
ticipating in that study was Dr. Theodore Schultz, who is the man who 
headed tho study which was made for the United Nations, which 
pointed out that the underdeveloped areas of the world require forcign 
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capital totaling at least $10 billion per year, if the productive capa- 
bilities are to be fully developed. Clearly what we aro now trying to 
attempt is a very modest approach toward that. But I think that 
our committee has fully appreciated the importance of theso areas. 
In spending more of my timo today on the question of the military 
approach, I want to be very clear that I was not intentionally neglect- 
ing the other subject in which our committee was equally interested. 

{r. Vonys. Your committee has dono a very great service, Mr. 
Voorhees, in helping us to think through this organization problem. 
What puzzles me is this, and you know all about it; you lived through 
the birth pangs of unification in the military department, where wo 
said we are not going to have our military all scattered out, and you 
are now taking part in the proposed birth pangs of a duplication of 
our nonmilitary foreign affairs. This is not a temporary thing. 
This is a 10,- 20-, or 30-year business. It is a long-term activity. It 
seems to me what you are driving at is that we have a better State 
Department, a better department for foreign affairs, to handle the 
nonmilitary foreign affairs of the country, the economic foreign 
affairs, and to have a voice of control in our military affairs. 

know you have studied a great decal about it. Ono thing you 
mention here is that the new administrator should be required by 
statute to make an over-all bilateral agreement with cach recipicnt. 
Both MDAP and ECA require bilateral agreements, and I have got 
them here and they are quite broad. Do you mean additional 
bilateral agreements 

Mr. Vooruers, No, sir. What I referred to was tho great im- 

rtance in achieving ECA’s objectives for economic recovery through 
its bilateral agreements. As it stands now, speaking rather collo- 
quially, it is as though each European nation could go to mama for 
its economic aid, and paps for its military aid. If we are going to get 
the maximum effort from the recipient nations, our aid should be 
conditioned upon one agreement between our Nation and the recipient 
nation, under which it would be spelled out not merely what that 
nation is to do for economic recovery as ECA has done in its agree- 
ments, but what that nation must do in the whole joint defense 
effort. An illustraion is that such agreements could include the 
principle that trade which on net balance is of military value to the 
Communist should not be carried on. We recognize that this prin- 
ciple is a tremendously complicated thing to administer. All Congress 
can do is to state the principle in the act, just as the only thing ECA 
can do in the bilateral agreements is to state the general principles. 

But if you consider what could be done ‘by fully developing an 
over-all bilateral agreement for all aid, and then conditioning. the 
flow of all our aid upon that and upon the degree of performance of 
the obligations, the degree of support of the supreme command, the 
resulting gain in cooperation could be tremendous. . 

Mr. Vorys. But we have got those agreements now. 

Mr. Vooruees. We have bilateral agreements made with two sepa- 
rate agencies at the present time. I might put it this way: We started 
with the t debate in the spring of 1948, as to how tho Marshall 
plan should be set up, and it was there determined and was the will 
of Congress, and it has worked, that there should be a separate agency 
which would do the operational job. I have before me, and I was 
reading this afternoon, tho details of that ECA legislation, and how 
ECA would be fitted in with the State Department’s policies. 


é 
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Actually it is the Secretary of State who signs the bilateral agree- 
ments. However, it is the ECA Administrator who recommends 
their terms. In each country the head of the ECA mission has been 
junior to the ambassador. ‘The ambassador has been the senior man. 

Mr. Vorys. That is right. 

Mr. Voorutes. And there have been very few complaints. 

T had some familiarity with that situation when I was in the Army, 
and was working primarily in the occupied areas, the arrangement 
worked very well 

Now, it seemed to us as though that precedent which has worked 
with ECA could be carried out effectively in this broader ficld. 

_ __ Mr. Vorys. At tho present time there is a three-man team, in the 

NATO countries, that is State, ECA, and military. 

Now, would you cut that down to just one or two? 

Mr. Voorntes. Of course, you have your ambassador whi has got 
to be your top man, You cannot have an ambassador in any country 
who is not the top man. 

Mr. Vorys. You all agree on that. 

Mr. Voonnres. We are urging that this ECA-State relationship be 
followed as (o all aid, because it has worked successfully. The ECA 
mission head would of course be subordinate to the ambassador. 
Although the ECA mission head reports directly to the Administrator, 
he also has to keep the ambassador fully informed of what he is doing 
and: proposes to do. And ho is limited to actual operations. The 
ambassador carries on the diplomatic negotiations, 

Now as to the military matters you of course have a military 
* attaché or a military mission are also under the Ambassador. 

Mr. Vorys. He is a part of the whole MDAP. But my time is up, 
and I am reminded by my colleague. 

Mr. Battin. Thank you for a very excellent statement.. I want 
to say that I have a very close personal friend in Mr. Douglas Arant 
of Birmingham, Ala., who is a member of the Committce on the 
Present Danger, and if all of the members of this committee are of the 
’ same high caliber, vou are destined for great things. 

In following up Mr. Vorys’ line of thought, do I understand that 
you are advocating one agency for all foreign aid? 

Mr. Voorures. Yes, sir. 

Mr. Barrie. On an independent status? 

Mr. Voorness. Yes, sir. 

Mr. Battie. And would this administrator have cabinet status? 

Mr. Voorners. Under the report of our subcommittee which is 
before you it is recommended that he have Cabinet status. 

Mr, Battir. And he would have charge of both the military and 
economic aid? 

Mr. Voornees. Yes; sir; he would perform essentially the same 
work which is now performed both by the ECA and by the State 
Department. That is ECA in economic aid and the State in military 
aid, and of course all procurement of military items in this country 
would have to be done by Defense. Tho agency’s relationship to 
Defense would be substantially the same as the present relationship 
of State to Defense. 

Mr. Bartzis. Mr. Vorys was talking about our country teams in 
foreign nations, headed by our Ambassador. According to your plan 
would the military and economic directors come under the Ambassador? 
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Mr. Voontthes. Yos, sir; that is right. The ECA Act provided 
expressly that ECA mission heads would be junior to the Ambassador 
and that would have to bo se. 

Mr. Batrur. Would there be a military administrator with (he 
same status as the economic administrator? 

Mr. Voorusxs. There would of course have to be advisory mem- 
bers. When you get over there you are in a little different situation 
in that you fave an international onganization under an American 
Supreme Commander. Of course tho ideal thing, if wo could just 
gel away from all formatities and catehwords of “economic aid” or 

‘military aid,” would be to have aid from the United States, provided 
inv way to back up our American Supreme Commander over there, 
and that is the very simplo thing that we really want done. 

fo is an international officer but there is no particular reason why 
we as Ancricans in supplying United States aid from United States 
taxpayers’ dollars could not provide it in such » way as we want to 
help him get on with the job for the joint defense. Of course, a very 

reat deal could be done to weld our aid organization in with Chat 
NATO organization at the present time. LT don’t know whether you 
perhaps have before you the organization over there. 1 is a surpris- 
Ing thing. Perhaps it has been inserted in your record already, and 
if it has not, it might possibly bo of interest. The Supremo Com- 
mander is on about the fourth lovel from the top. 

Mr. Battin. We spent a week in Europe recently trying to figure 
out tho organization oullined by this chart. 

Mr. Voortikes. It was quite beyond me, although T had been 
more or less inured to charts over in the Pentagon and had seen lots 
of them, some of which I could understand. But I eannot under- 
stand this one. The simplification of that would bo a very essential 
thing to make our defense effort in Europe successful. 

Mr, Barrin. The main reason this thing works is due to some 
mighty good personnel overseas, and not because of tho organization. 

Mr, Voorntts. I should like to say that our study came to tho 
conclusion, and it was stated in our report, that the only reason this 
worked was because of the high quality of the personnel, both over 
there and here and their determination to cooperate with cach other 
in spito of the organization. 

Mr. MANsFiecp. Will tho gentleman yield there for just a moment? 

Mr. Barrir. Yes, sir. 

Mr, Mansrietp. Mr. Voorhees, following Mr., Battle’s lino of 

uestioning, and taking this chart into consideration, do you think 
that your committee could in its wisdom work out a proposed chart 
for a reorganization on a singlo project scalo? 

Mr. Voornrxs. I am not suro it could do it “in its wisdom,” but 

it will do its best if you wish. One of tho things might be to bring 
in the Supreme Commander from right field and make him the pitcher. 
It is an amazing thing, but tho public believes that Gencral Eisen- 
hower, because of tho title “Supreme Commander,” has a position 
over there which in fact he docs not have at all. 
. Mr. Barris. I want to ask ono more question, if my time is not 
taken up. I would like to thank you for mentioning tho Battlo bill, 
ant say it is really a committee bill and not mine, but do you think 
that the principles of that legislation are sound so far as tho control 
of east-west trade is concerned? 
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Mr. Voonuses. Tam not a sufficient expert: to answer as to the 
detail of it. We are making and lave afinost completed quite a 
detailed study of that subject which, with your permission, we will 
furnish to the members of this committee within a fow days. 

Mr. Barrie. We might insert that information tn the record, Mr. 
Chairman. r 

(‘Phe material referred to is as follows:) 


LimiratioN oF TRapE oF THR FREE Wortp With Tuk Sovirnr Broce as 4 
Connitton oF Usitep States Forriqn Am 


The controversy over the Kem amendment, and the prospect of stringent limi 
tations being placed in any new foreigu-aid law upon the trade of reeipfent coun 
tries with the Sovict bloc, have focused interest upon the subject of such trade 
aul its control, 

1, STATEMENT OF TIE PROBLEM 


It has been the policy of the United States under the Marshall plan and other 
forvign-ald prograins to make such aid conditional upon the undertaking of cer- 
tain broad commitments by the recipfent counties. These commitments have 
been consistent with a duc regard for the sovercigaty of the countries undertaking 
them. They have generally been designed to assure the effective use of the rc- 
sources of cach country for its own economic recovery and in cooperation with 
other countries in the common recovery effort. They have been based on the 
common-sense principle that a country could be considered cligible for aid only 
if it were prepared to make effective use of it and to refrain from actions Incen- 
sistent with (he purpose for which the afd was given. 

The ceonomic recovery goal—apart from reatmament needs—has virtually 
been reached in Europe. ‘Ihe primary purpose of future afd to that area is to 
build up ability ¢o resist the threat of Cominunist aggression, Continued ald to 
other areas of tho world has a related object. Prevention of Communist subver- 
ston in such arcas is still a necessary purpose also, 

The United States has the right to expect that the nations receiving afd will 
support the common effort by positive action to help themselves and each other, 
Particularly, we have a right lo expect that they will not engage In trade with the 
Sovict bloe which would undermine the common security by strengthening the 
nilitary position of the potential aggressor relative to the free world. This 
should preclude shipment of goods which woukd directly support the military 
cffort of the Savict toe. Ifonest differenecs of opinion can and do arise, however, 
in the case of trade jnvelving goods having a less obvious and direct bearing on 
military strength. 

Since economic strength is a basic component of military strength, all trade 
has some military implications. For example, the utes effort of a country 
nay be greatly alded by furnishing consumer goods essential to the morale and 
efficiency of its labor force. The prineline, however, cuts both ways, ss imports 
from the bloc similarly help to maintain or build up the strength of the free world. 
The question, therefore, is not whether particular exports are beneficial to the 
Soviet bloc (it nay be assumed that they are) but whether the balance of ad- 
vantage is favorable or unfavorable to the free world, The answer to this ques- 
tion requires careful weighing of cconomtc, political, and Joyehalorcat factors. 
It Is a complox, dificult, and constantly changing series of problems with many 
facets. <As such it cannot be dealt with rigidly by legislation. Legislation can 
state the principle. Imaginative and forceful administration with a right to use 
discretion and to act flexibly to meet countless particular situations as they arise 
must supply the answers. If surgical operations on trade are to be perforined, 
they requlre a surgeon's skill, 


If, DIMENSIONS OF THE PROBLEM 


The value of commodity exports from the free world to the Sovict bloc (the 
. S. S. R. and {ts European satellites plus Communist China) appears to have 
totaled between $1.6 and $1.7 billion in 1950. Imports to the free world from the 
bloc totaled between $1.7 and $1.8 billion in the same period. The United States 
and Canada exported slightly more than $200 million worth of goods to iron- 
curtafn countries and imported just under $300 million worth of goods from them 


494 THE MUTUAL SECURITY PROGRAM 


in 1950, The exports of the Western European countries to the bloc were valued 
at roughtly $1.1 Eivon,-6s ainst approximately $1.2 billion worth of {mports 
from the area. The rémain ler of the trade—between $300 million and $400 
toillion worth of exports and between $200 million and $300 million worth of 
importe—was accounted for by the rest of the free world. 


Trade of Western Europe 
The above figures show that Western Europe accounts for some two-thirds of 
the trade between the free world and the Soviet-dominated areas. About 90 
_ percent of such European trade Is between the naturally complementary economles 
of Eastern and Weetean Europe. 

Estimates based on official soporte indicate that the value of Western Euro an 
sommmodity ae rta to iron-curtain countries totaled slightly less than $1.1 billion 
in in 1050, of ich raters $900 million was accounted for by exports to 

Eastern Europe, estern Europe imported goods having a total 
yalue of apyrosimately rst. 2'billion from theee countries, bs which roughly $1.1 
_billjon came from Eastern Europe. These figures represented approximately 
5 percent of the total export and import trade of Western Europe in the past year. 

The estimated dollar value of the exports and {mports of the Western European 
countries accounting foz moet of the trade with all iron-curtain countries is shown 
in the table below. The countries appear in order to size of vor exports to the 
Soviet bloc. The United Kingdom is the principal trader, by this standard. 
The-trade of Western Germany which és second in line is probably substantially 
understated, since a recent congressional investigation reported a large volume of 
unrecorded trade between the western and eastern zones of that country. 


t 


Tabu I.—Trade of major Weatern Ruropean countries with Soviet bloc, 1950! 
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*" The ratlo of a country’s trade with the Soviet bloc to its total trade is a better 
ndicator than the absolute volume of such trade of the degree to which its trade 
‘orfented toward that area.’ In table II the ma ajor trading countries of Western 
utdpe aro listed in cree ta the Beck ge toagnitude of the percent of total exports 


uhted for b apo bloe. Austria, under four-power occupa- 
tion, ‘heads’ tiie Is Hf h 16.4 Hay es of its total exports and 12.5 percent of its 
totel iniports 11040 a¢ooiinted for by trade with the Soviet bios. The National 
Gouri Catneil has‘alteady determined tha that the terms of the Kem amendment 
(badni to any '@ ‘gountey  Stporting a “arms or arnament or military matériel 
m used in the manufacture o 


bees ia or a 
tah or aise y matte” to ais Aca inerd areas) should not be 
‘{asued a similar Betesina ton with yesh to Nor- 
¥) Hed a Te uith oi the. list in table IT, Sweden and Switzerland, 
ive} or “thitd on’ the ' list, are thembers of of the Organization for 
but are not mem of the North arlenilo 
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Tae IJ.—Trade of major Western Buropean countries with Soviel bloc as percent 
of lotat trade 


Percent | Percent Percent 
of of tote: of total | of total 


Pram 
Soncoee 


The commodity composition of trade between Western and Eastern Europe 
follows closely the prewar pattern, with manufactured Industrial products pre- 
dominating in exports to the east and food and industrial raw materials comprising 
the bulk of importa from that areca. In 1949, Western Europe exported machinery 
to the east valued at almost $200 million, or 26 percent of the value of total exports 


+ tothat area. Textiles accounted for an additional $100 million, or 13 percent of 


the total export volume. Other major commodity exports were chemicals and 
products ($54 million), {ron and steel products ($58 million), and nonferrous 
metals and manufactures ($43 million), Altogether the above Items totaled 
roughly 60 percent of the segregate exports, On the other side 60 percent of 
Western European’ imports from the east were accounted for by foodstuffs 
(principally grains), timber, and mineral fuels (chiefly coal). About 1,1 million 
metric tons of bread grains have been Imported annually from Eastern Europe in 
recent years. Imports of coarse frains have varied from 1.1 to 1.5 million metric 
tons. Coal Imports principally from Poland and Czechoslovakia, totaling 10 to 
13 mililon metric tons per year, have been an Important supplement to Western 
Europe’s fuel and power resources. The bloc supplies 5 percent of Western 
Europe's total consumption of timber (sawn softwood and pit props). Eastern 
Germany exported about 330,000 metric tons of potash (in terms of contained 
plant food) to Western Europe in 1049, and 190,000 tons [In 1950. Western 

surope is deficlent {n this import fertilizer material. The dollar value of United 
States and Western European {mports of manganese and chromite from Eastern 
Europe {s small relative to the total volume of trade but significant because of 
Mmited world supplies of these commodities, 

While, as illustrated above, trade between Western and Eastern Europe Is for 
tho most part an exchange of fabricated articles for foodstuffs and Industrial raw 
materials, there are several notable exceptions to this general rule. In_ 1949, 
Eastern Europe imported $41 million worth of foodstuffs from Western Europe 
{compared th $250 million worth of foodstuffs [mported by Western Europe 

rom the east) and exported $53 million worth of machinery to the same area. 
Eastern Europe's exports of transportation equipment to Western Europe almost 
equaled its imports of similar equ pment from that area in 1949, 

Tt is estimated that Western rope exported approximately $130 million worth 
of goods to Communist China {n 1950 and {mported about $110 milllon worth of 
Chinese goods in the same perlod. The major exports were metals and metal 

roducts, chemicals, machinery, vehicles, and textiles. Because much of China’s 
mport trade moves through ong Kon and Macao, it {s not possible to identify 
sources accurately. The United Kingdom was the source of roughly 60 percent 
of Western Europe’s exports to the China area. Western Germany accounted 
for another 20 percent. The remainder was scattered among other Western 
European countries. 

The commodity composition of China’s exports to Western Europe was much 
more diversified than its imports from the area. Oils and oilseed (including tung 
ofl, soybeans, and peanuts) accounted for 30 percent of the total value. Other 
important commodities were hog bristtes, silk and silk noils, feathers, and tung- 
eten. 


Trade of other free world countries with the Soviet bloc 

The dollar volume of trade between other free world countries and the Soviet 
Dloo {s small relative to that of Westero Europe. In 1950, countries other than 
the United States, Canadas, and Western Europe exported between $300 and 
$400 million worth of commodities to the bloo and Imported $200 to $300 million 
worth of commodities from it. The btoo’s deficit with these arcas was presumably 
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financed from earnings in trade with other arcas, especially the United States and 
the United Kingdom, and possibly from tho proceeds of gold exports. 

While the volume of trade was relatively sinall, the commodities involved are 
most important to the economy of the Sovict bloc. The blec’s principal imports 
froin this area in 1950 Included wood from Australia, New Zealand, South Africa, 
Argentina, and Uruguay; cotton from Pakistan, Egypt, and Brazil; crude rubber 
from Malaya and Indonesia; jute from India and Pakistan; tin from Malaya; 
and machinery, metal producta, and textiles from Japan. In return, Czecho- 
slovakia was an important source of machinery and equipment for many of these 
countries; China’s exports to the area included foodstuffs (soybeans, rice, and 
peanuts), coal, fron ore, silk, and ramic; other satellites and the U. S. S. 2. fur- 
nished grains, timber, paper and pulp, potash, and some machinery and equipment. 


The relative vulnerability of the free world and the Soriet bloc 


Three major considerations must be noted at the outset {In any attempt to 
appraise the relative vulnerability of these two groups of countries to the cur- 
tailment or termination of trade between them. 

(1) Since both erotipe have huge total populations, encompass {mmense land 
areas, and have broadly diversified natural resources, it {s probable that neither | 
would be declsively crippled by culting off the supply of any commodity. Sub- 
stitutes or increased production from local resources are available {n many cases; 
in other cases, scarcitles may be offsct by curtailing less essential uses. 

(2) Most trade between the two arcas is based on bilateral agreements resulting 
from shrewd bargaining for ‘“‘hard’’ goods, i. e. goods which are especially {m- 

rtant to the prospective purchaser, with “soft” or less essential goods accepted 

y one in return for concessions by the other. The reduction or climination of 
a “hard” export by one side fs likely to result {n reciprocal action by the other, 
The United States, it ts truc, has been able to continue tmporting substantial 

uantitles of goods from the Sovict bloc despite a severe reduction in exports to 
that area. Since settlement was made in dollars, the bloc was thereby enabled 
to purchase essential commodities elsewhere. This alternative Is not open to 
most other nations. With basic commodities becoming increasingly scarcer than 
the dollars with which to purchase them, {it may not remain open much longer 
even for the United States. 

Differences in the approach to trade of the two areas reficct basic differ- 
ences {n their respective economic and political structures. The countrics of the 
Sovict bloc are generally not highly industrialized but are using the methods of the 
pouice state to promote ambitious programs of economic development aimed at 
ndustrial self-sufficiency. The curtailment or cessation of imports from the 
free world would not ercate major unemployment problems but would probably 
slow down the rate of industrial expansion. The more complex and freer econ- 
omies of the rest of the world, on the other hand, would have to face the threat of 
sine proyment due to the loss of markets and reduced living standards duc to the 
loss of sources of food and raw materials, 

In view of the above, we may conclude that any reduction fn trade will have 
some adverse effect on both sides, but that no reduction wil} decisively cripple 
either. I¢ ts probable that reducing or climinating the following exports from the 
free world (other than implements of war, atomic energy, and certain other 
strategic raw materials, which are already banned) would have the most damaging 
effects on the economies of the Soviet bloc: 

)) Machinery.—Curtailing or ending the flow of replacement parts for 
machinery and equipment already Installed as well as of new machinery would 
directly reduce the rate of industrial rehabilitation and expansion in many Soviet 
bloo countries, especially {in Communist China. 

(2) Rubber.—The Soviet bloc produces very little natural rubber althouch it 
has developed a large capacity to manufacture the aynthetic product and may by 
this time have a substantial stockpile of imports. The denial of exports from the 
free world might, in time, restrict the bloc’s rate of Industrial expansion or its 
military effort, or both. 

(3) Tertiles and textile Rbere.—About 30 percent, of the bloc’s consumption of 
wool depends on {mporte. While Russia exports cotton and China fs a major 
world producer of both raw cotton and finished textiles, the bloc as a whole de- 
pends on imports for about 20 percent of total cotton textile consumption. The 

loc also imports substantial quantities of rayon. Since.the basio fibers are partly 
substitutable for one another and since imports of'.finished textiles can release 
meatic raw materials for other uses, effective control of the bloc’s {mports of 
these materials would require control of both raw materfals and finished products. 


t 
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Such controls might appreciably affect living standards and industrial efficiency 
in several of the inajor Sovict-domlnated countries. 

Fhe above-described effects of trade reductions on the Sovict bloc have, of 
course, to be welghed against the effects of reciprocal reduction on the free world 
economies, 

In a few cases (c. g., exports of fish from Norway and fecland) it would be ex- 
tremely difficult to find alternative markets. Some transitional unemployment 
might be encountered in industries producing machinery and metal products in 
Western Europe and Japan, but it should be possible to take up the slack in most 
eases to meet the fnercased demands of western rearmament and in promoting 
the development of the auderdeveloped areas. In the short run, at least, most 
of the prinary comnoditles now exported to the Sovict bloe by the underde- 
veloped arcas can find adequate markets in the free world. 

The reduction or elimination of the flow of certain major supplies from the 
Sovict bloc to the free world would have a serious effect on the economies of 
Western Europe and Japan by fnipslring present levels of recovery or impedin 
continued industziat expansion. The following principal examples may be cited: 

(1) Foods.— Western Europe would need to find alternative sources of imports 
of more than a millon tons of bread grains and up to 1.5 million tons of coarse 
grains, now coming annually from Eastern Europe. In the current year, the 
United States could furnish the bread grains and, by reducing stocks and con- 
sumption by Hvestock, most of the coarse grains. Similarly, Japan's current 
deficiency in fats and protein foods cannot be made up except by increased imports 
from China or further drawing on limited United States <upplics. Tn each case, 
increased dependence on the United States would result in a widening of the 
dollar gap, and increased burdens on inland and ocean transportation facilitias, 
imber.—The United States and Canada, the only feasible alternative 
sources of timber imported into Western Europe from the East could make the 
required quantitics available only by further cut-backs in domestic consumption, 
further burdening of transportation facilities, and {nereased dollar aid. 

(3) Coal.— Continued expansion of the fucl and power resources of Western 
Europe and Japan, essential to the common defense effort, requires increased 
imports of cost. Cutting off imports now coming from Eastern Europe and 
Communist China would further expand requirements from the United States. 
While supplies are available here, increased exports to these areas would add to 
heavy present burdens on intand transport and ocean shipping facilities and would 
widen the dollar gap of both areas. 


1H, POST-WAR UNITED STATES POLICY WITH RESPECT TO TRADE WITH 
THE SOVIET BLOC 


In the immediate postwar years, the United States docs not appear to have 
applied any special restrictions on its own trade with the U.S. S. 8. or satellite 
countries. In December 1947, the acting Secretary of State testified before the 
Senate Appropriations Committee that “The situation up to the present time fs 
that trade with Russia moves under the same general provisions applicable to 
other countries that have normal trade relations with us.” 

In March 1948, however, the United States imposed severe restrictions on ex- 
ports to the U. 8. 8. R. and satellite areas in the interests of security. These 
restrictions have sharply reduced the volume of enperts going to those areas, 
especially In the case of the U. 8. 8. R. Commodity exports to that country, 
which totaled $149 million In value in 1947, were reduced to $28 million in 1948, 
$7 million in 1949 and to less than $1 million in 1950. Exports to European 
satellite countries were cut back somewhat less sharply, from $191 million in 
1947 to $96 million in 1948, $55 million in 1949, and $26 million in 1950. Some 
restrictions were apparently applied to exports to China after the Nationalists 
had been driven from the maintand and the restrictions applicable to the U.S.S. R. 
and satellites were applied, besinning In March 1950. 

Until recently, no attempt was made to control imports into the United States 
from the Soviet bloc. Congress has directed the cancellation of all concessions 
granted to the Soviet bloc since the beginning of the reciprocal trade agreement 
program. This will become effective upon expiration of the required notification 

od. While imports from the U. 8. 8. R. have been reduced from a high of 
857 million in 1948 to approximately $40 million in each of the last 2 years, im- 
ports from other countries of the bloc have been maintaincd or increased. The 
result has been that the balance of commodity trade, which was strongly favorable 
to the United States in 1047, changed to a small balance In favor of the bloc in 1049 
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and a substantial balance {in ita favor in 1050. The hard currency accruing to the 
bloo as a result [as undoubtedly useful In a world that is till short of dollars. 

- In line with the actlon to restrict exports from the United States to iron curtain 
countries, the United States also tried to prevent certain items reaching thom 
from other countrica, Tho Foreign Assistance Act of 1048 (seo. 117(d)) provided 


at: . 
“The Administrator {s directed to refuse delivery Insofar as practicable to par- 
. theipating countries of commodities which go into the production of any commodity 
for delivery to any nonparticipating European country which commodity would 
be refused export licenses to those countries by the United States In tho interest 
’ of National security,” 
While this provision was strictly applicable only to exports pontalning com- 
modities financed with ECA funds, most of the Western European countries sub- 
sequently embargoed shipinents to tho Soviet bioo of arms, ammunition, [mplo- 
ments of war, and atomlo cnergy materials, Sinco lato In 1919, theso countries 
have undertaken additional measures of cooperation in the contro) of exports 
to the Soviet bloo of commodities having pritnary strategio significance. Control 
measures have been expanded and atrongthened sinco the invasion of South 
Korea. At tho present timo, it {s reported that theao count rics embargo 00 percent 
of all tho Iloms regarded by the United Statesas of primary strategic significance. 
Althbugh urging tho counteles pauls) ting fn the Marshall plan to control 
tho export of atrategio commoditles to the Sovict bloc, the United Statca has 
unt!l recently encouraged all other trado between the areas. It was assumed in 
tho estimates of the original plan that a substantial expansion of trade botween 
Eastern and Western Europo was essential to tho cconomle recovery of tho 
Weetern European area. All participating countrics wero urged to reduco the 
dollar ip by nding non-dollar sources of supply for United States goods financed 
by the EOA. .Other areas receiving United Statos ald wore u to do the samo 
(e. a Japan, under the supervision of the Department of the Army). As stated 
by he Administrator of ECA tn testimony before tho Senate Appropriations 
‘ommittce “East-West trado has always deen of great importance to Western 
Evvope and It reduces tremeadously the financial burden of European recovery 
on the United States, ECA has therefore encouraged it.” 
Tho volume of trade between the nations of the free world and the Soviet bloc 
Still remained low, relative to prewar. This *p to havo been largely due to: 
oor crops in Eastern Europe in 1047 and 1 38; the polley of the Soviet bloc 
nations to limit imports of nohessential consumer , in favor of imports of 
basic materials, machinery, and equipment needed for industrial recovery; tho 
limited export availability of machinery and other capital goods in Weatern 
Europe in the period when major emphasis was being placed on the rehabilitation 
of thelr own industrial facilities; and efforts to rediroct much of the satellite trade 
toward the U.8.8.R. By 1949, the peak postwar year, trade between Eastern 
nd Western Europe had reached a volume of approximately $1.25 billion each 
way but was, [n real terms, probably not much more than 40 percent of the prewar 
belie ert dollar volume, and probably the real volume as well, fell slightly 
uring . : 
.. Much of the trade between the free world and the Soviet bioo nt, in retro 
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tary ‘hreat. To meet that threat the military atrenaih of the non-Sovict world Ls 

belng rere ‘bull up. Tho malintenanco of economle strength has become more 

ian less, [mportant, for ft has come to be recognized that {t ls an integra 

ett of inilitary defense. So tho aituation calls for positive measures to bolster 

ho cconomle basis of military power and to that end for tho avoidance of measures 

ee rod impair that power eithor absolutely or relativo to tho strength of the 
viet bioo. 

Theao new developinents havo gecatly Increased the concern of the admintatra- 


" tlon, tho Sonarees, and tho governinents of other free nations as to the relation 


of trade with the Sovict bloe to the economle defense of the free world, 
‘As noted cariier, most Western European countrics have,.stice Korea, embar- 
Rocd tho shipmnent of an tncreasod number of strategle commodities to Sovict- 
ominated arcas. Tho United Nations-hay also voted a completo embargo on 
shipinent of strategic mater o Communtst Ching: 
hese actions, taken Jargcly as tho result of suggestio 
reflect substant{al progress In the control of an mportant 
tho Sovict bloc. cy appear to bo ina equato in soveral ma, pe 
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‘ighty- reas {the Cannon am¢ndment 


t as} 
approved September 27, 1950)’ provides that: 
PDuring ay tiod | which the prom Le of the United States arg actively 
engaged in lities w eartying out- decision of thy’Security Council of 
tho United Nations, no economic or ffanciAl assis nes be provided, out of 


any funds appropriated to carr t tho pu Economlo 

amended, or@ny other Ack to provide eronorn 
assistance (other than military’ assistance) td foreign countries, £O any country 
whose trade with Unton of Soviet Socialist Republics or ony of its satellite 
countries (including Communist China and Communist Nosth Korea) {s found 
py the elidliy Security.Council to be contrary to the security interests of the 

n 08. ; 

Tho Nationa! Security Counc hes sel tip a Spet al Committee on East-West 
Trade charged with keeping trade betwoen the Soviet bloc and countries recelvin 
United States economic and financial assistance under constant sui velllance an 
recommending appropriate action to the Council. On December 23, 1950, the 
Council announced its decision that it would be contrary to United States security 
interests to cut off ald to any country. : 

. This legislation met some of the cequizements for sound policy. I¢ directed 
the National Security Council to act only after a fading that the trade of a given 
‘ity Interests of the United 
States” and, therefore, allowed for a weighing of both exports and Imports {n any 
decision as to its effect on our security. It also appears to recognize, by implica- 
tion, that our secutity Interest in trade with the Soviet bloc fs not confined solely 
to trade In commodities declared to be of Delmar alratenie {importance from the 
point a bas of our own military defense. It has, on the other hand, several 
major defects: : 

(1) It fs applicable only In periods when the United States Men bi ero 
in hostilities while carrying out any decision of the Sreuty Council of t nited 
Nations * * %.” It would cease to be effective until the unlikely event of 
another United Nations intervention recommended by the Security Council. 
What Is needed is a policy which will be workable for as long as the present Soviet 


threat to the free world continues, especially in the absences of active hostilitles. 


(2) It fs applicable only to “economic and financ’al assistance.” Military 
assistance Is specifically exempted. If a trade ban is justified, it {s illogical and 
may be self-defeating to restrict the sanction only (o economic assi ce. 
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(3) Tt does not correct the administrative defect noted by the Houe Foreign 
Affairs Subcomaittee, i. o. the faihire to fix administrative responsibility for carry 
ing out the purposes of the act. It fs true that the act places the responsibility Tn 
the National Sceurity Council. This Council, however, is--and shoutd remain --- 
an interdepartimental body charged with the formulation and coordination of 
general policies relating to United States security. It is not equipped to eveente 
such policies except through the several participating depart ments, and therefore 
tends to diffuse responsibility rather than to center it in one ageney, 

The Cannon amendment was repealed in the Third Supplemental Appropriation 
Act of 1951 and section 1302 of that act (the Keim amondment) was substituted 
for it. This legislation provides ax follows: 

“During any period in which the Armed Forees of the Vnited States are ac- 
tively engaged tn hostilities while carrying out any decision of Uhe Security Coun. 
cil of the United Nations, no cconomic of financial assistance shall be provided, 
out of any funds appropriated ¢o carry out the purposes of the Economie Coop- 
erallon Act of ISIS, as amended, or any other act to provide cconomle, or financial 
assistance (other than military assistance) to foreign countries, to any countey 
which exports or knowingly permits the exportation of, to the Union of Sovict 
Socialist Republics or any of its satellite countries (ineluding Communist China 
and Communist North Norea), arms, armaments, of military matérict or articles 
or commodities which the Seerctary of Defense shall have certified to the Admin- 
istrator of Economic Cooperation may be used in the manufacture of arms, 
armaments, or military matéricl, or shipment of which to the Soviet bloe is cm- 
bargoed by the United States in the interest of national security.” 

he tegisiation further provides for certification by each nation receiving ald 
from the United States that it has, subsequent to the fifteenth day following the 
enactinent, met all the requiremcats of the act (although such certification docs 
not relieve the ECA Administrator or any other officer of (he Government from 
responsibility for enforcement of the provisions); for exceptions to be made upon 
the “official determination of the National Sccurity Council that such exception 
is fn the security interest of the United States”: and for immediate reports to be 
mate by the Council to six committees of the Congress when such exceptions are 
mate. 

This amendment appears to fix the major responsibility for the execution of 
the policy laid down on the Adininistrator of ECA, subject to the power of the 
National Security Council to grant exceptions to its provisions, In other re- 
spects, however, it has defects which appear even graver than those of the 

annon amendinent: 

(1) Like the Cannon amendment, it applica only to “economic and financial 
assistance” and only during periods when the Untted States is “actively engaged 
. hostilities white carrying out any decision of the Security Council of the United 
Nations. “ 

(2) The categorics of commoditics involved are so broad as to require that 
tactically all trado between the Sovict bloe and countrics reeciving assistance 
rom the United States be stopped. Tt is true that the National Security Council 

is given the power to grant exceptions to the sweeping prose totes of the legista- 
lion tn the Inferest of security, but, to make the legislation yorkable, the excep- 
tions themselves may have to be so broad as to render the legislation ineffective. 
Obviously, a clearer expression of the intent of Congress is needed. 

A bill Ut. R, 4550), recently introduced in the House. of Representatives: by 
Mr. Battle, mects part of the defects of the carlicr tegislation. This bill (the 
pro Mutual Defense Assistance Control Act of 1951) declares it to be the 
policy of the United States “to apply an embargo on the shipment of arms, 
ammunition, and implements of war, atomic materials, petroloum, transporta- 
tton equipment of strategic value, and items of primary strategic significance 
used in the production of arms, ammunition, and implements of war to any 
nation or combination of nations threatening the security of the United States" 
and to refuse military, economic, or financial assistance to any nation unless it 
epriles an embargo on such shipments (o any nation or combination of nations 
threatening the security of the United States. 

It providea further that the President may direct the continuance of such asaist- 
ance toa country which pets shipments of items other than arms, ammunition, 
apes yte of war, and atomile cnergy materials when unusual circumstances 
indicate that the cessation of aid would clearly bo detrimental to the security of 
the United States, Finally, {t directs that the United States shall negotiate with 
countries recelving aseistance arrangements for such countrics to control exports 
to the Soviet bloc of other commodities not Included in the mandatory embargo 
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list Hut the export of which, in the opinion of the Mutual Defense Assistance 
OMicer, should Ve controlled. 

Adiiinistration of the act would be under a Mutual Defense Assistance Officer 
4ppointed by the President by and with the consent of the Senate, and charged 
with determining the items which should be inclided in the embargo fists, after 
“full and complete cousideration of (he views of the Departinents of State, Defense, 
and Commerce; the Keonomic Cooperation Administration; and any other appro- 
priste ageucies;” continuously adjusting such Hist to carrent conditions; recom- 
mending the termination of all aid to any nation failing to comply with the 
wrovisions of the bill within 60 days after the termination of the embargo 
ist; and recommending negotiations with countries ceeciving assistance with 
respect to offer commodities not) inehided in the embargo list, He would 
also be charged with coordinating the activities of all United States departments 
and agencies concerned with security controls over exports from other countries, 
making a continuing study of control measures undertaken by forciga governments 
in accordance with the provisions of the bill, reporting to Congress not less than 
once cach 6 months recommending action where appropriate, and making available 
technical assistance on export control procedures to any nation desiring it. 

While the Battle bill meets certain of the criteria of a sound policy with respect 
to this important problem, it appears to have (wo major defects. 

(1) Tt would separate the administration of the control of trade with the Sovict 
bloc from the administrator of foreign aid. The mandate for the administration 
of foreign aid should be so to apply such aid as most offectively Co promote the 
security of the United States and of the free world. The uso of aid ax a means 
of obtaining security controls over ewports by recipient nations would Appear to 
be implied in that mandate, even if not specifically. required by the Congress. 
Further, the single agency administering foreign ald and trade controls would 
be iu the best position to determine the effect of terminating aid on account of 
U. 8. sceurity interests and te appraise the need for measures to offset the ceonomis 
offect of such controls in cooperating countries, However, the present adminis- 
tration of foreign ald is itself hot unified and fis probably the source of [the 
administrative defect in the Battle dill. 

(2) The bill provides only for the drastic sanction of completely cutting off 
ald in the event of noncooperation in sceurity controfs, It is silent on other 
less drastic or more positive measures which might help ¢o accomplish the desired 
result. It therefore leaves uncovered tho potentially large number of cases where 
cooperation with United States sceurity controls may be unsatisfactory but where 
the security interests of the United States would still not permit a termination of 
ald. 


IV. TOWARD A SOUNDER POLICT AND MORE EFFECTIVE ADMINISTRATION 


There is no specific formula for dealing fn advance with the complex and 
changing problems of trade between the free world and the Sovict bloc. Legis- 
lation designed to lint such (rade must therefore be ceafined to general principles, 
However, the Jasic facts that should guide such logiclation are clear, 


Trade is a two-way strect 
This fact must be taken fully into account in any attempt to deal with the 
problem. 


EHael-Weat tension ts likely to be prolonged 

This fact argues for the development of a polley which will receive the support 
of our own people and our allies over the tong pull? Short-range measures—how- 
over beneficial for specific purposes—derigned to deal with specific cases of Sovict - 
inspired ageression, such asthe United Nations embargo on shipments to China 
and the Cannon and Kem amendments, do not moct this requirement. Neither 
would yearly appropriations of additional aid funds (o compensate for carnings 
lost as 8 result of reduced trade, 


All-oul war with the Soviet bloc ta nol ineeitalle 

Since our bade approach to all forcign policy Is founded on this aseumption, we 
should avoid actions which are not clearly essential for our own security and which 
might atand fn the way of an eventual peaceful scttloment. Unnecessary stop- 
pages of trade tend to widen the breach belween East and Weat and to congolidate 
cconomically the Sovict block itself. 
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Limitation of objectionable trade must be done, not unilaterally, but jointly with 
other free world nations 

Effective control of trade with the Soviet bloc in the interest of the common 
security requires the cooperation of other free nations sharing our concern ovcr the 
threat of Soviet aggression. Honest differences of opinion may arise, of course, 
as to the need for particular measures, but there should be no disagreement on 
the basic objectives of the policy. Further, agreements as to controls are likely 
to be reached more readily if negotiations are with groups of nations rather than 
individual countries. One nation is not likely to adopt strict export controls in 
the absence of reasonable assurance that a competitor nation will also adopt them. 
Also, groups of nations, such as the Organization for European Economie Coopera- 
tion and the Defense Production Board of the North Atlantic Treaty Organization, 
can do a great deal toward developing and sharing alternative markets and sources 
of supply for goods now involved in trade with the Sovict bloc. Certainly, the 
joint defense production effort in Europe should be able to furnish markets for 
much of the output of metal products and machinery now going to the Soviet bloc. 
Further, these countries should be able to furnish necessary machinery and equip- 
ment to underdeveloped areas In exchange for food and raw materials. 


The same policy should apply to military and economie aid 

If United States aid is to be used to secure cooperation in security export 
controls, both economic and military ald should be included. Jn the first place. 
it would not appear logical to deny a small amount of economic and financial ai 
to a country because of noncooperation in such controls while continuing military 
ald to it. Moreover, such action would probably be self-defeating, since the 
dental of economic ald could be expected to reduce the country’s own military 
effort and increase its need for aid in the form of military equipment, if the 
tnilitary goals—~in which we have a vital interest—are to be reached. In that 
case, the total Pition of the country would have becn changed little, but we 
would have added to the burdens of our own defense industries. 


The same standard of performance cannot be ezpected of all nations 


” We have a right to expect that nations associated with us for defense, as fn 
Europe, will share our concern for the economic bases of such defense. Allowing 
for honest differences of judgment as to the measures required, and for variations 
in internal politica! situations, they should be expected to enforce trade controls 
where needed for their own and the common security. The natural way to 
achieve this is to include cooperation in trade controls and in other measures 
for economic defense in bilateral agreements with these countries which should 
cover both economic and military aid. In the under-developed areas, on the 
other hand, many of which are torn by internal struggles between castern and 
western influences, the withdrawal of aid because of trade with the Sovict bloc 
would mean outright surrender to the very Sovict influences we wish to eradicate. 
In these and other areas where we seek limited objectives with relatively small 
amounts of aid, we might be wiser to concentrate on such objectives, and to use 
other means to exert influence on trade poticies. Finally control of trade between 
western and eastern Germany must be managed with great care because of the 
understandable reluctance of western firms to sever completely long-standing 
relationships with the East and because it might serve as a pretext for the reimpo- 
sition of the Berlin blockade. . 


Other lesa drastic and more positive measures are aleo needed 

The power to terminate aid to any nation as a sanction for noneooperation in 
security export controls is a drastic remedy that should be used only as a last 
resort. In fact, its use would suggest the failure rather than the success of the 
general policy. Other means can and should be used in situations where the 
degree of cooperation is not satisfactory but where total security considerations 
require the continuation of ald. Examples of such supplementary measures are: 

(1) The curtailment of ald and denial of its use for certain specific purposes 
mignt be used where cutting off aid altogether is not feasible. 

2) Aid might be Increased in the case of cooperating countries to help soften 
the internal impact of trade controls. . 

(3) Control over counterpart funds might be used as a sanction for non- 
cooperation or as a means of financing the cost of diversion of industries from 
Soviet bloc markets and sources of supply. ' 

(4) Longer range economic planning for the industrialized and the under- 
developed areas should be encouraged and would be most important in the gradual 
development of controls which will be workable over the long pull. General 
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agreements to restrain wild Auctuations in the prices of primary commodities and 
to guarantee markets for them—as in the case of the International Wheat Agree- 
ment—might go a tong way toward diverting supplies from the Soviet bloc. 
Similarly, cooperative efforts in the underdeveloped areas would help to main- 
tain the economic growth and stability of Weste’n Europe and Japan despite 
a reduction in trade with the Soviet bloc. The other free nations are justifiably 
concerned about these tonger-range problems in which their own sta ility and 
security are intimately involved. Year-to-ycar appropriations of aid to offsct 
failure to so!ve these problems is not an adequate alternative for us or for them, 
Before important segments of trade are cut off, there should be reasonable assur- 
ance of compensating expansions elsewhere over a longer period of time. 


Effective administration is essential 

It is obviously impossible for the Congress or the Executive to lay down a policy 
in advance which will cover in detail all the complex problems which arise in the 
administration of a prograin to contro] trade with the Soviet bloc. Such policy 
must be stated in general terms, with adequate discretion permitted in its execu- 
tion. The latter will require continuous study of the problem, negotiation with 
foreign countries, and adjustments to mect changing potitical, economic, and 
military developments. Responsibility for it should be centered in a single 
agency of the Government under bilateral agreements governing all aid furnished 
on a grant basis. 

The Committce on the Present Danger has recommended that all foreign 
aid should be placed in a single agency of the Government independent of but 
working closely with other departments. The mandate of the administrator of 
this agency would be so to apply aid to forcign areas as to make the maximum 
contribution to the common security. Even in the absence of express congres- 
sional direction, our effort to secure a measure of contro) over trade with the 
Sovict bloc is implied in this mandate. There would not appear to be any good 
reason to separate that effort from other phases of the administration of our 
forcign-aid programs. Further, all other measures which can and should be 
used for the same purposes are within the contro! of the present ECA Adminis- 
trator and should not be taken away from the proposed new foreign-aid adminis- 
trator. It would not appear logical to place responsibility for the application of 
the final sanction in another agency, especially since such sanction would be used 
infrequently, if at all, and only as a fast resort after other measures have failed. 

he recommendation made here would of course not preclude the appointment 
of a mutual defense assistance officer, as proposed in the Battle bill, provided he 
were part of the office of the foreign-aid administrator. It would also not prectude 
a large measure of participation in general policy aspects of the problem by the 
agencies represented in the National Security Council. Since the decision to 
apply a limited sanction or to cut off ald completely in the case of any foreign 
country would involve important questions of foreign and inilitary policy, the 
administrator would be required to consult with the other agencies before taking 
action, just as he would be required to consult with them on many other matters 
elating to his administration of the forcign-aid program. 


Mr. Hays (presiding). All right, Mrs. Bolton. 

Mrs. Bouton. Mr. Voorhees: we are delighted to have you. It has 
been a pleasure to seo the faithfulness with which you have attended 
these somewhat prolonged hearings. Am I right in interpreting the 
spirit behind your committee to be that vou feel with great seriousness 
that we are in a4 situation out of which we must work ourselves; 
that it is not just ping to stop, that wishful thinking is not going to 

et us out of anything, and therefore we have no choice. We are in 
it and the only thing we can do is to use the best intelligence we have 
and our wits and any genius we have left to so strengthen the country 
and the other countries of the free world, that we will be able to meet 
whatever situation arises. Am I right in that statement? 

Mr. Voorness. I think that that is a fair statement, and that is 
the way our committee feels. . 

Mrs. Botton. That is the background of the reason of your being 
interested in this matter? 
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Mr. Voornees. And I may say the rather optimistic fecling that 
there is so much potential strength that we have, that if we mobilize 
it in time we will not have to have world, war LIT. 

As I say, my great anxicty about this subject arose when I was 
Under Secretary of the Army. IT made intensive studies of tho situa- 
tion. Wo have this tremendous atomic strategic bombing suprem- 
acy, but without any assurance that it is going to continue indefi- 
nitely and in fact With the high probability that it may not. While 
we have complete supremacy, if wo could take the steps to make it 
unprofitable to attack Western Europe by erecting a real ground de- 
fensc there, making an attack on it too big a gamblo, then we would 
have done tho biggest thing to prevent world war HT. In this, of 
course, I do not mean neglecting the Far East, cither. 

Mrs. Bouton. There is just one little matter to bring up. You 
make quite a point of the necessity for using the production capacity 
of the countries of Europe, which [ agree very definitely, but in the 
testimony in the hearings we had with Mr. Marshall and some of the 
other people in the Defense Department, I am left with tho feeling 
that they are very reluctant to have that happen, that they want to 
havo the end-items built here, and have complete supervision over 
them and then send them over. 

Would you have any suggestions of how to correct that particular 
problem? 

Mr. Voornees. That is just the reason that we have urged so 
strongly a unified administration under which all aid would be given 
and under which the United States would write the conditions of the 
aid much more precisely than is done at the present time. We could 
as to a certhin amount of that aid say to the recipient nation: “This 
will be given to you for the purpose of specific production for the 
common defense.’ 

Mrs. Botton. Do you think we could get tho agreement of the 
Defense Department? 

Mr. Vooruess. I have no doubt that that can be done. As it 
stands now, Defense is buying for forcign aid the same tanks and the 
same other things that we are buying for United States forces, to a 
very large extent. You cannot tell until a unit comes off the produc- 
tion line whether Defense is going to say, “Well, this.is one we will givo 
to foreign aid,” or “this is one we are going to give to this Unite.t States 
division.” 4 

Now, with this tremendous backlog of orders—which is unavoid- 
able as of course it takes a long timo to get into mass production, 
is that it is going to be quite a while beforo we get these products. 
I think we ought to go ahead fully with the production here to tho 
extent we can. But if we also can get tho Gernran economy or the 
Italian economy, which are not now fully used at all, ant can get 
some of these other countries whose productivity is now not adequately 
used to produce moro military equipment, they of course can then 
earn & considerable part of the dollars which wo vould otscrwiso 
have to give them. On these products we would have no shipping 
costs. And the costs on many of these items are very mica lower 
over there than thoy are here. There can bo 4 tromendots saving. 
Also it takes these countries in as real partners in the enterprise. 

Mrs. Bouton. Thank you so much, and I will yiel1 back 9 little of 
my time and help make up the 12 minutes. 


¢ 
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Mr. Hays (presiding). Mr. Carnahan. 

Mr. Carnnanan. Mr. Voorhees, I want to add my appreciation to 
you for bringing this most excellent statement to the committee, and 

also am very grateful that your committee has been formed, because 
certainly a committee of this type can give careful and intelligent 
study and at least nonpolitical study to the present danger, and I 
think even the name of your committee is commendable. Certainly 
I believe that the realities of the pissent danger should be brought 
more forcefully to our attention, and I note that at least some of your 
meinbership are stating that the free world will never bo attained by 
tho application of military force, that it will only be attained by waging 
the peace. Now if that is the case, why do you seemingly place so 
much emphasis on military aid and you say on page 3 of your state- 
ment that the so-called economic aid for Europe in the present request 
is with minor exceptions military aid. 

Mr. Voornrers. The reason we are placing the emphasis on military 
aid now is because there cannot be any devclopment of freedom unless 
there is protection of Europe against slavery to the Sovict. We 
believe that there isa limited time todo this. Not even Dr. Vannevar 
Bush and other atomic scientists like Dr. J. Robert Oppenheimer 
and Dr. Conant—who happen all to be members of our committee— 
can guess, and I do not believe anyone knows how long the time is 
during which we will have this overwhelming atomic supremacy. 

But we have it now and it gives a protection over us, during which 
we can create a defense of the free world. It may be 2 years or 3 
years or maybe it is 4 or 5, and nobody knows, but during that timo 
it could be done. Now, this can be done only by a joint effort. It 
cannot be done by the United States alone. These are tho reasons 
we have emphasized military aid immediately, in order to get our 
own iron curtain built up—if you please to call it that—something 
which will protect the free world so that it can stay free. Then we 
can go on and advance the other things in which we believe as free 
men. 

Tho reason we said what we did on page 3 of the statement to 
Which you refer is that the Marshall plan has been successful to the 
extent that in Western Europo—with the exception of a few countries, 
of which Austria is an illustration—we have pretty nearly given them 
the amount of aid for their economic recovery which would be 
requisite to accomplish the Marshall-plan goal if they did not havo 
to undertake the new burdens of rearmament. Therefore wo said, 
since they could get along if it were not for tho rearmament, even 
the cconomic aid which we give them in future is really to supple- 
ment their capacity to rearm and so is really military aid. For it 
would not be necessary if they did not have to rearm. 

Mr. Cannanan, But you are assuming that their economics have 
recovered to the point where they are capablo of supporting military 
equeeny and military strength. 

Mr. Voorners. I am assuming, if you please, that their economics 
have recovered to an extent that they could be self-sustaining if they 
did not have to go into the rearmament program. but if they do have 
to have a great military effort, their economics are not adequate to 
provide through their own budgets to furnish the men and to furnish 
the equipment. It is therefore to make up that deficit, that we havo 
to furnish this aid. 
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Mr. Carnanan. Won't we really be furnishing economic aid 
rather than military aid on the assumption that you cannot build 
military strength unless you have an economy that will support. it? 

Mr. Voornees. Well, that certainly is true, sir. But tho best 
illustration of that that I have heard was ono given by Dr. Robert 
Oppenheimer when ho was talking to a small group the other night 
of members of our committee and some others. He said that militar 
aid and tho economic aid are like putting fluid into a vessel throu i 
two separate tubes. In other words, here is a country which could 
perhaps support five divisions, and it might not bo able to equip them 
very adequately. But on the other hand, it might havo the manpower 
for 10 divisions, and if we could furnish the equipment or furnish the 
country in question with the additional dollar aid, let us say, so that 
it could produce such equipment, we might get 10 really well equipped 
divisions, and maybe General Eisenhower could get a night’s sleep. 

Mr. Smita. Mr. Voorhees, am I to assume that your Committca 
on Present Danger considers Europe the present danger? 

Mr. Voornees. Not the only present danger, by any means. I 
think that we would say that the greatest present danger is that the 
Russian Army would overrun Western Europo, which it could do, 
because there is no defense to stop it. It is only tho balance being 
maintained between tho overpowering forco of the Russian Army 
which could run over Western Europe on the one hand, and our 
atomic supremacy which could destroy Russia back of the Russian 
Army if it did. that they now do not dare to do it. 

Now, it is our belief that that is the greatest prizo which Russian 
imperialism could seek, and that is over the next 3 to 5 years the great- 
est cen danger. But I have tried to emphasize that that docs not 
mean that we should neglect other arcas to do it. We have certainl 
got to hold in the Far East, too, because as we have seen in Korea, if 
we had collapsed there, nobody knows what would have happened. 

Mr. Smitu. We are spreading ourselves pretty thinly, do you not 
think so? 

Mr. Voorueres. Well, sir, I served in the Pentagon off and on for 
most of the time, oxcept when I was overseas, for something like 8 
-years. We havo got a military command, and I think while we have 
got that military command, we ought to give that command backing on 
purely military judgments. From my service with them there, based 
on what I saw and speaking purely o jectively, my deep conviction is 
that they are certainly fully alert to the danger of spreading our 
strength too thin. On the other hand, there is a very preat danger 
that we will lose essential ground that we can never get back. If we 
had not taken the action in Greece and Turkey at the time we did in 
1946, we would have lost the whole eastern end of the Mediterranean. 
We would then not have been worried about Iran today because that 
would have gone and a whole lot more with it. If we had not under- 
taken the Berlin airlift, and fought that blockade off, and if we had not 
stayed in Korea, wo would have an entirely different world today. 
So, I believe, we have got to be ready to move in selected areas, but 
that we cannot hold everywhere. Wo must select the things that we 
can do, and in proportion to our strength, but we can increase our 
strength so that we can do a lot more.. That is what we are urging 
should be done. ' 
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Mr. Suita. A part of our problem is that we are having a pretty 
hard time convincing some of our friends what they ought to do. 

Mr. Voorness. Yes, sir. 

Mr. ‘Smitn. You have been around here very faithfully while 
these hearings have been going on, and I think that you have heard me 
express myself with reference to the dangers I see about the failure of 
these nations to cooperate from the standpoint of sharing with the 
workers in those countries the industrial productive increase. 

Now, somebody is getting the profits or the money out of this 
spending program, and the money that we have been pouring in and 
yet tho standards of living aro low. It goes back to the part of the 

uestion or the statement mado by my friend from Missouri, Mr. 
arnahan, to the effect that you have got to have something to build 
on, and right now it appears that we are building on shifting sands. 

Thank you very much. 

Mr. Ristcorr. Mr. Voorhees, I think your committee has done a 
very effective job. I have watched it from its inception, through 
the newspapers and tho radio broadcasts, and I am just curious, 
what has been the response to that campaign? 

Mr. Voornees. I am not able to appraise it. I do not think 
anybody can appraise a radio program except a commercia!] program 
where they take these soundings of them. I talked with Dr. Conant 
just before he took his trip to Australia, and ho felt in general that it 
iad made a useful contribution. 

Mr. Risicorr. Do you get pretty good newspaper coverage through- 
out the country? 

Mr. Voorures. Of course, it varied a very great deal. Several of 
those broadcasts, notably Dr, Vannevar Bush’s, had front-page stories 
all through the country. These broadcasts were carried on national 
hook-ups, and were carried on several hundred radio stations. 

One advertisement on universal military service, was the only time 
we ever used any paid advertising, except a few very small ads, on 
the radio broadcasts. All the rest of the publicity on the radio and in 
the press was given to us free. It was all done at very small expenso— 
and I thought it was rather remarkable that our efforts received the 
attention they did because this is not an easy subject in which to 
interest people. It is not as though one had the excitement of a 
Pearl Harbor to get the people interested. 

That very fact is one of the dangers we face. 

Mr. Ristcorr. In talking about your point of shifting the burden 
of production, military production, to the countries who are going to 
use it, I more or less concur in that point of view, but how much do 
you think. of the proposed $6 billion-plus, could be effectively shifted 
to these other countrics? 

Mr. Voorness. Sir, I could not give an intelligent answer as to 
the extent possible. Ido not think anyone could tell until we went to 
work at it with a sound organization to make the effort. 

Mr. Ripicorr. I just want to ask another question, and you can 
answer the two together. Now, it is obvious that any amount that is’ 
authorized or appropriated, in the $6 billion-plus, will take a con- 
siderable time from tho time the law is passed to the production 
finding its way to Europe, aud probably that which finds its way to 
Europe first will be part of the production that already has been 
contracted for from past military appropriations, 
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Now, how long do you think it would take if you got started on 
military production of somo of these items in the European countrics? 

Mr. Voorness. I think that that is something that is today puro 
speculation. It depends upon the item. Take the question of 
trucks, for example, or any large or small vehicles for that matter. 
These countries can make such things and make them very fast. 
They can do a wonderful job. Did you ever happen to sec some of 
these German busses? They aro wonderful. In other words, there 
are many things, including small arms, which these countries could 
make very rapidly. Thero are many things that they could mako 
there of very great value which would take somo weight off of our 
economy here. 

Mr. Risicorr. In other words, if this $6 billion-plus, includes items 
such as trucks, would it bo wise for us to make them in the United 
States, with the present state of our production and conversion, when 
such items could be made in Germany or France or Italy? 

Mr. Voornzrs. My recollection is that we had some contract, or 
we had a provision in one of the military budgets here this year, for 
something like 293,000 ie. That is quite a lot of jeeps. This 
figure may be wrong, as I am only giving my recollection after several 
months, It seems to me that jeeps could be made over there. Jeeps 
are not a secret weapon. 

Mr. Ristcorr. Let us say that some of these plants started an 
item from the blueprint stage. Considering the labor situation here 
as against Italy at the preseat time, let us say, and considering the 
plant capacity here and the plant capacity that is open in Italy, do 

ou think it would take more or less time to get going on those items 
in Italy as against the United States? 

Mr. Vooruess. Sir, it depends entirely upon the items. Some 
would take longer. 

As to Italy—one of our members who pesccipated actively in the 
Committee’s study was there last fall. He reported that Italy had 
about 85,000—I am giving the figures from memory—skilled personne] 
to make airplanes, and that there were some 80,000 of these unem- 

loyed. We could not, perhaps, make complete airplanes in Italy 
pecaues of the provisions of the treaty, but we could certainly make 
a lot of the parts and assemble them somewhere else. 

Mr. Hays (presiding). Mr. Merrow. ae 

Mr. Merrow. Mr. Voorhees, I compliment you upon a most able 
statement. - 

On page 6, you have stated that the Administrator should be 
directed by the statute to promote, so far as can reasonably be done, 
considering all factors, the production of Europe and to use the power 
of the purse strings as ECA did in its program, to see that this will be 
truly a mutual-assistance program and not just a United States give- 
away program. ; 

ow, would you commend in more detail as to bow the power of the 
puree ia should be used to increase the productivity of Europe as 
a whole 

Mr. Voornees. I shall try, sir. 

Right now, the program is split right down the middle. We have 
an ECA program for which up to date the legislative mandate has been 
to promote economic recovery in Europe. ‘We have a military-sid 
program, which has largely consisted of sending United States end- 
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items to Europe. And we have, in the proposal before you, $6% 
billion for military aid, most of which will be end items. That 

roposal assumes something which shouldn’t, we believe, be assumed. 
That is, instead of $6% billion of military aid largely in end items, that 
figure ought to be reduced as much as possible, and much more aid 
given in the form of dollars, so that they could produce many items 
themselves. That is because they could be produced much Tess CXx- 
pensively, and it would enable these nations to earn dollars which‘ 
we might otherwise have to give to them for economic aid. 

Mr. Merrow. You would increase the economic aid and cut down 
the end-item aid; is that right? 

Mr. Voorters. I call it all economic aid for a military purpose. 
That is really the object we are striving for now. And I would cer- 
tainly try to have them produce as much as possible. 

Here, sir, we have orders backed up in United States plants. It 
will take a long time, on these critical items, to deliver these things. 
And we have an cconomy certainly overtaxed, and with tremendous 
dangers of inflation, presenting problems immediately before tho 
Congress at the present time, and most difficult problems. 

Surely, if these nations that are allied with us, and these other 
nations that we are trying to keep free, have got potential produc- 
tivity, we ought to manage our aid in such a way as to try to develop 
that productivity to the utmost. And these nations want to do it. 

Mr. Merrow. Do you mean that you would use the power of the 
purse strings to bring about a greater integration of Europe, to increase 
this productivity? 

Mr. Voorness. I did not mean to interfere politically. I think 
we should do that only by persuasion, and not by leverage from our 
aid program. But, to illustrate, we can produce things in Germany 
which can be done without a violation of the ‘different agreements as 
to military production there, many things and parts for other items. 
I think it is a great deal better to manage our aid under a basic policy 
which will have that done there and Iet them earn the dollars than it 
is to ship the stuff from the United States. 

In the next place, if we have countries which are holding back, as 
some of them are, and not making a real effort to do as much as Gen- 
eral Eisenhower feels that they ought to do, it seems to me that we 
ought to hold back on all kinds of aid, retarding it until they perform. 
Using Mr. Hoffman’s words yesterday, we should “follow the dollar”, 
and I think he also said “guide the dollar” to make sure that we get 
tho full value out of it. I believe that we have got to make this 
program really a mutual thing. 

And one other thing that I wish to emphasize is the business of 
using the so-called economic aid—that is, the dollar aid—to develop 
their production of parts. If we supply this enormous amount of end 
items from the United States, and then have to continue to service 
them from the United States, produce the parts and send them over, 
it is a continuing liability. Certainly, they ought to be able to take 
that over themselves. 

Mr. Barrie. Asa matter of fact, we have some very able men who 
are working on that very problem, and ny are going to be before 
this committee. Is that not right, Dr. Judd 

Dr. Jupp. I hope they are going to be before us, with better 
answers than they had over there. 
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Mr. Bartze. Well, they are working on the particular problems, 
and they are scheduled to como before this committee. 

Mr. Mrrrow. I am glad that you said you would use the power 
of the purse strings to bring about greater cconomic cooperation, 
leaving aside tho political issue. 

Mr. Voorness. Yes, sir. 

Mrs. Ke.ty. I have a special interest in Mr. Voorhees’ appearance 
before this committee, not only because of his civic interest. but he 
comes from Brooklyn, my home town. 

' I want to ask a question. Havo you an organization chart of your 
plan 

Mr. Voorness, We havo not put it in organization chart form. 
I will try to, if you wish, and it would bo relatively casy to do, I 
think. I could only do it generally, of course, as the detailed organiza- 
tion would have to be worked out later. 

Mrs. Ketry. I agree with Mr. Vorys that your proposed set-up is 
more or less a reorganization of the State Department, and I would 
like to have the committee turn to pages 17 and 18 of vour statement. 

In that, on page 17, you claim that the present ECA organization 
would be the core of the now set-up, and then, under the next para- 
geaph: ‘ 

The Administrator would necessarily catry on his function of the budgeting 
programing, and actual application {n both political, military, financial and 
economie fields. 

Now, docs that not assume the policy function of the State De- 
partment? 

Mr. Voornees, Well, the statement there says: 

The Administrator would necessarily carry on his function of the budgeting, 
programing and actual application of this aid within the four corners of the 
established policies of the Government. 

That is a lawyer's phrase: “Within the four corners.” It means 
subject to the established policies of the Government—“political 
military, financial and economic.” In other words, the theory, as 
understood it, as we have all understood it, of the ECA Act, was that 
the Stato Department handled the foreign policy that the ECA 
Administrator conducted the operations of applying tho aid, and that 
he had to do that in accordance with—or, as we phrased it, “within 
the four corners of”—tho foreign policy of the United States. 

. In section 105 of the ECA Act, (a), which defines the functions of 
the Administrator, thoy aro “to review and appraise the requirements, 
to formulate the programs, to provide for the efficient oxecution of the 
programs, and to terminate the programs.” Thoso are tho main 


things. 

Then the act provides that, in order to strengthen and make more 
effective the conduct of the foreign relations of the United States, 
the Administrator and the Secretary of State must keep cach other 
currently informed, and whenever the Seerctary of State believes that 
any action or proposed action is inconsistent with the foreign policy 
he shall take it up and, if he cannot adjust it satisfactorily, bring it 
immediately to the President for decision, and so forth. 

Those were the provisions which Mr. Hoffman referred to yesterday, 
which have worked successfully. And it is'our belief—similar to the 
comment that the Hoover.Commission made—that State would set 
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the policy but that the actual operation of such a program would, 
subject to such policy, be done by a separate agency. 

Mrs. Keity. With your knowledge of the office of the Secretary of 
the Army, would this orghnization be acceptable to the military? 

Mr. Voonutss. I think you could go to the Pentagon and get all 
kinds of different views. I have discussed it with General Marshall 
and with Mr. Lovett. Ewould not purport to quote their views about 
it. There is a strong feeling in the Defense Department and a natural 
fecling, and one that I share, against a civilian Ministry of Munitions, 
as the Defense Establishment feels it should do its own procurement. 
But we propose here that the Defense Department would continue 
ie mts procurement, and there is no intention of interfering with 
that at all. 

The things which I think the heads of the Department are probably 
most interested in are that the Defense Department would continue 
the procurement, that it would determine the security factors as (o 
what could be produced in Europe, and the specifications and quanti- 
ties. This would be worked out jointly between the Defense Depart- 
ment and the NATO organization. 

Mrs. Keziy. Under this plan, then, we, as members of Congress, 
could point to this Administrator if anything went wrong in cither 
the military—not planning or carrying out of the operations in 
Europe—or tho ECA set-up? 

Mr. Voorures. I do not think that vou can centralize responsi- 
bility to quito that extent. I think every Department would have to 
do its part to make any program work. Iam sure, however, that the 
relationship between such new administrator and the Defense Depart- 
ment would be essentially tho same as it is now between State and 
Defense. For State now in effect has the appropriation, and turns it 
over to the Defense Department to procure. That should be done in 
the same way from the Administrator to the Defense Depattinent as 
to United States procurement. 

Dr. Jupp. Continuing that, docs not tho present act—I do not have 
it here before mce—say that the Administrator shall have access to 
tho facilities of the various Government agencies by writing a letter 
to tho head of an agency and aking him to make them available, if 
posible, within tho limits of his other responsibilities, or something 
iko that? 

Mr. Voorusrs. Yes. He can call on the other departments of 
Government for assistance and so forth. That was to prevent, as 
Senator Yendenncrk worked it aut, a duplicating set-up. 

Dr. Jupp. And the Defense Department would like to have all this 
procurement coordinated, because then it can better program its own 
needs without having ECA go in, for instanco, and buy an awful lot 
of stuff from a given factory which would deprive our own Defenso 
Dopartment of tho products of that factory, and throw a whole pro- 
gram out of balance? 

Mr. Voorurrs. You could not possibly do the thing by having 
ECA conducting separate United States procurement. 

Dr. Jupp. Is there not this other reason for separating tho two 
agencies, in addition to the fact that the two functions, policy and 
operation, are different functions. The State Department was set up 
for one sort of function, and its personnel is chosen and tho conditions - 
of employment aro based on that. The seniority rule and the long 
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tenure that operate in tho old-line agencies do not apply to tho ECA 
sort of an operation nearly so much. If you put it under State, would 
you not inevitably have two teams within the State Department? 

n fact thoy have two already sometimes quarreling a little bit, tho 
Foreign Service officers and the rest of the personnel. And here you 
would have a third body of employees in Stato with different terms 
of service and different conditions of recruitment and employment, 
and in fact a different charactor of person. It seems to me that this 
would greatly complicate tho frictions and magnify the difficulties 
within the Department, and would not help the program, 

Mr. Voorusers. If I understand your statement correctly, I 
thought that that was what the Hoover Commission had in mind in 
emphasizing that the State Department should have the policy func- 
tion, and that these operating functions should bo carried out in other 


ways. 

Now, I had quite an extensive experienco in that kind of operation 
when the Army had chargo of the occupied areas. Certainly tho 
occupations of Germany and Japan, and for a long time Korea, wero 
a terrific operational responsibility with all kinds of implications for 
foreign policy. A3 to them clearly our foreign policy had to bo laid 
down by tho Stata Department, but equally clear tho State Depart- 
ment could not hsve done tho job of running the occupation of Ger- 
many and Japan. We aro talking about arming Germany and Japan 
in these days, and I think if a pretty good job had not been done over 
there by our Army administrators in Germany and Japan, we would 
not be talking about those shines 

Dr, Jupp. I merely want to bring out that there were some sound 
organizational reasons fo# this separation. 

r. Vooruess. I personally beliove that what was doveloped for 
the ECA program was sound organization—proved by tho fact that 
has it worked well. If we have something that has really worked well 
and we havo got a similar job, why don’t we use the same kind of 
organizational relationship with State for the new and larger program. 

r. Jupp. Now, on the matter of production abroad, I brought 
this up at a meeting of the whole production staff for Western Europe 
at a meeting in Paris, and I said oxactly what you havo said: An 
airplanc or a tank or other complicated piece of machinory, has major 
parts which must be built here, but some other parts can be built 
just as well over there. Why can wo not mako what wo need to 
make, and have the othors being made over there‘and wo send them 
over ours to be assembled thero, and with cheaper labor on the wholo? 
Our own Army objects to that, because thoy do not want to be 
dependent on anyone else. They want to be complotely self-sufficient 
when it comes to weapons that we aro going to uso, and they do not 
want to have to get any part from soma foreign country. | 

Mr. Voornees. Let us not carry it to tho oxtent of equipment for 
the United States forces, although somo of that might possibly be 
done. But let us carry it to tho forces of our allies. In this joint 
European army, we are only talking about 6 United States Divisions, 
and we are ta about a 35-division army, or something liko that. 
Tt ws equi ping those divisions of our allies about which I am pri- 
marily talking. : 

Dr. Jupp. Does your experience in the Defense Dopartment con- 
firm this observation, that Defenso naturally thinks in terms of winning 
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battles and it wants to get whatover it needs most quickly and most 
efficiently. And tho ecasicst way is to get American plants and per- 
sonnel to do it and by and large you have to crowd them all of the time 
to turn anything over to anybody else. Is that not right? 

Mr. Voornres. In general 1 think that there is much in what you 
say. I worked with tho Defense Department personnel, military and 
civilian, in various capacities for a long time, and I have great respect 
for them. But their function insofar as procurement is concerned is 
procurement for American military forces. What they know how to 
do is to place contracts with American factorics. It is not part of 
their ordinary business to go out and place a lot of contracts in 
Europe and it is naturally hard to do. Placing such orders is part of 
the cconomic assistance to Europe and so related to the ECA function, 
and we have not, I believe, had a sound organization to promote that 
sufficiently. ‘That is what wo are trying to urge should be done. 

Dr. Jupp. That is one place where the civilian part of the Govern- 
ment like the Congress properly should use influence, because we have 
got to think not just of supporting the Army, we have got to think of 
maintaining tho type of society we want tho United States to be. 
In many situations I do not think it is interfering in their affairs to 
constantly keep emphasizing and urging that they move in that 
direction. I remember that when they went into Greece to hel 
defend it against the Communists, and it would have been much 
casicr to susp over American boys todo it than to train and supervise 
Greeks, we had the darnedest fight to keep tht limitation on American 

ersonnel, because one, the harder way but the better way was to 
1ave it dono by Greeks, whom we assisted and trained, and two, if 
we defeated the Communists but not through the Greeks, there would 
be a vacuum when wo left. If the Army had had its way, it would 
have shipped over a few American divisions and finished it right off. 
That would be the quickest way for them to achieve the mission 
assigned to them, but we havo other missions that we must keep in 
mind. 

Mr.. VoorHess. We had got a politica! and long continuing objec- 
tive aside from just the immediate military one. 

Chairman Ricuarps. I just wanted to say, Mr. Voorhees, that Mr. 
Horter was very much interested in this problem, and had hoped ho 
could be here tonight. I do not know whether you heard about his 
only sister being very ill in Californin, and he had to leave this after- 
noon by plane. 

Mr. Vonys. I wonder if wo could have Boyd arrange to send some- 
thing from the committee. 

Chairman Ricuaros. I know that will be satisfactory to the other 
members of the cominiltee. 

Mr. Fuston. The question on setting up tho new organization, is 
whether it is a permanent organization or a temporary organization. 
If it is going to be a longtime organization, we must then Took to sce 
what functions of it are temporary in nature. Next, if wo look to 
sce what functions are temporary in nature, they should be then 
minor functions of the organization and not major. In the policy 
and administration of the organization we should take that into 
account, 

So looking at this problem, if we combine then the military pro- 
curement program with the dollar or economic aid to these countrics, 
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wo will find that it is probably going to be a major program of cco- 
nomic aid and a very short term program of militney procurement. 
T am sure it is not the intention of this committeo to keep up a repair 
parts system and supply organization going, and wo want theso 
countrics finally to stand on their own fect in a joint dofenso effort. 

If wo look at the program for economic aid, we sco that merging 
into a point 4 program finally and emerging from tho purcly military 
etperls of the current cconomic program. 

f that is the caso, then I wonder whether wo are not becoming 
subject to tho criticism on this merging of the administrations into 
one, that this is actually dollar military diplomacy, a combination 
of the two. Does that sccm to you to bo a pool lino of reasoning 
arriving at possibly a basis for a bad propaganda statement? 

Mr. Voornees. With great respect, I do not think it is subject 
to that criticism. We are now through the State Department, 
through transfor of funds to the Defense Department, procuring 
military end-items. That may be dollar diplomacy but it is ono of 
the soundest pieces of diplomacy that wo have ever ange zed in to 
give military aid to these nations. Tho organization w ich Wo aro 
talking about would not havo to have any moro people than the 
State Department now has to do that work because tho United 
States procuroment would still be done entirely through the Defenso 
Decortment, 

low, I would hope that this program of military procurement as I 
envisage the picture would be a 2 to 3 year program, and then that 

rt of it would be through. That would imean that the Defense 

epartmont would not be placing further orders for that purpose in 
Jarge amounts. But by -that time, you would have real divisions, 
really pained Equipping a division is a capital item. You do not 
have to do that every yoar. You would for that time have tho Euro- 
pean economy further restored and bave partners with confidenco in 
ry cer defense there, so that these people would beliove that they could 
stay freo. 

Mr. Futton. Now, may I give two points without asking you for 
your erence now. In your statement on foreign aid at the bottom of 
page 1s: 

At the country level the relationship with the State Department would be 
through the Am or, and with the Defense Department through the local 
military mission. . 

I think that is a divided responsibility. Ido not think it would work 
becaéuse it is on two various levels. One is a policy level and tho other 
is a purely lower administrative lovel. 

.Then, at the bottom of page 18, you say: 

In view of General Eisenhower's International position any formal participation 
by him or his staff in the unified administration would appear impracticable. 

I would disagree with that. 

And then again reading over to that paragraph when you say: 

But a primary function of the administrator should be (a) to sco that General 
Eisenhower is kept currently supplied with information as to the budgeting, 
programing and execution of the provisions for afd in the NATO area, and (0) to 
satisfy General Eisenhower in his administration of these matters. 

_ Ido not think that you can divorce him'that much from participa- 
tion in administration. ; 


we, 


a tern 
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In conclusion, could T say to you that I agree with my good frieml 
Carroll Recee. 1 believe your committee misuses the word “political” 
in your statement, which is the souree of his difficulty. You are not 
close in your definition of political, because its first meaning is, per- 
taining to polities, that is the conduct of government. The second 
meaning is pertaining to settled form of organization. Thirdly, it 
means pertaining to the organization of parties and individuals to 
bring pressure on those who control the matters of state, and fourthly 
it means partisanship practiced by politicians in their parties. Ane 
your committee, 1 am afraid, have adopted that fourth meaning sev- 
eral times when you could have facet any one of the other three 
meanings. 

For example, on page 2, you say, “We beliove a national program 
divorced from volitteal considerations,” and so forth. In describing 
this program, without further description as to your intention, tho 
word “political” is meaningless. If you mean that it is a national pro- 
gram divorced from partisanship or partisan pressures, that is a differ- 
ent thing. But if it is divorced from the conduct of Government or 
divorced from a settled and orderly organization, it becomes a mean- 
ingless statement. I do feel then that with that criticism you should 
look your statement over to find just what you mean when you are 
talking of program and political approach. 

Mr. Voonitres. T would tike to say that I think that your criticism 
of our phrascclogy in using the word “political” is very well taken, as 
Mr. Reece's was. We used the word “political” in what I believe you 
described as the fourth sense of the term. We did so perhaps inac- 
curately, and have no pride of authorship over the words. 1 would 
bo glad to accept the correction, and make the change you suggest. 

he main thing that we had in mind was this, that as a group of 
cilizens we did want to have it very clear that we were not secking 
anything for ourselves in this work; that we were trying to be uon- 
vartisan, I think perhaps that is a better word, (hat we were trying 
y honpartisan aclivities to seck bipartisan support of these measures 
which we believe are necessary for our national survival, 

Mr. Futton. What would you think would be the effect of a 
limitation of the State Department solely to a policy making cansul- 
tative organization as distinguished from an administrative agency 
carrying anything oul? Yo you net think it would all end just in a 
dcbating socicty? 

Mr. Voorners. Ido not think its brond powers should be reduced 
at all. I am urging that thoy should be continued just as (hey are, 
and as they have been while ECA was doing the operating job on 
foreign aid. 

Mr. Futton. Why could not you just éxpand the present ECA 
organization under a different name? 

Mr. Voonnrts. ‘That is essentially what we are recommending here. 
But it would take in the MDAP personnel who are now in the State 
Department, although Ido not believe they belong there, and the 

int 4 personnel now in the State Department—although 1 do not 
sclicve thoy belong there. 

Mr. Fuutron. You could not do it without taking the MDAP and 
point 4 people from the State Departinent? 

Mr. Voornres. That is what I suggested. 

Mr. Fueton. Thank you. 
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* Mr. Hays. Applying sour principle of administration to agriculture, 
you would not disturb the service that is rendered, for example, by 
Col. Stanley Andrews in the Foreign Agricultural Relations Division, 
and that would continue in pretty much the same status, would it not? 

Mr. Voornees. Absolutely. I had a long discussion with Colonel 
Andrews just 3 or 4 days ago, and of course he worked very, very 
closely with us in the Army on occupied areas problems. _ His function 
is an advisory guidance. That is just the kind of thing that the 
ECA Administrator was authorized to call on other departments for. 
Such aid is absolutely invaluable and should be continued as to any 
forcign-aid program. 

Mr. Hays. It occurred to me that that was a good illustration. 

Mr. Voorners. What the Department of Agriculture did in its 
advice and aid, in enabling the Army to succeed with its occupation of 
Germany and Japan is a great chapter which has not been written. 

he ays. And it could become operational! through loan of per- 
sonnel). 

‘Mr, Voornees. Oh, yes. 

Mr. Hays. But still under the Agriculture Department. 

Mr. Voornees. Stanley has various people now on loan in con- 
nection with our foreign aid, particularly in the underdeveloped 
area programs. 

Mr. Hays. That is all. 

Mr. Reece. Your committee is composed of some very eminent 
citizens, and it has a very patriotic and fine purpose to which it has 
contributed a great deal, but it occurred to me as to how the com- 
mittee is financed. 

Mr. Vooruees. I would be very glad to tell you, sir. It was 
formed following my telling Dr. Conant something of the problems 
that I knew of of almost a year ago of the defense of Western Europe. 
This was just as dangerous a situation before Korea,-let me say, as 
it was after Korea: He felt that it would be useful to organize such 
& committee as a citizens group. I told him if he would furnish the 
distinguished leadership, which he could if he thought seriously 


enough of it to do that, that I would be glad to contribute my services, | 


and do the pick and shovel work. No member of the committee 
receives anything in the way of compensation at all, so that the costs 
have not been so great. The committee has -probably received 
altogether something like $80,000. of which its members have con- 
tributed or underwritten something over half, considerably over half. 
It never has made any public appeal for money. We have privately, 
oor individuals to contribute. That has been the way it has been 
nanced, P 

The expenses have been very modest, and we have felt that wo 
should keep them modest. And every expense that we have has 
been reported to the Congress. You have got it down here. 

Mr. Reece. I assumed that was the case but I thought it would be 
well to have that information on the record. 

Mr. Voornees. I am very glad that you asked the question. 

Mr. Reece. There is no contribution from any foreign source. 

Mr. Voorners. Of course not, sir. These have been solely con- 
tributions from a relatively few patriotic Americans outside the com- 
mittee, and the members of the committee themselves. 


t 
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Mr. Rrrce. You have dono considerable research work in connec- 
tion with your association with this committee, and you had very 
prominent connections with the Government over a period of years 
in which you have rendered very fine service, which leads me to dare 
to ask this question: Six years ago we had won a complete and over- 
whelming victory. We had probably the greatest military machine 
in all history. We produce more material and supplies than all 
other nations combined. We stood at the pinnacle of history. All 
of the leading nations looked to us for support, many of them for 
inspiration and rome for guidance. 

oday that position is more dramatically reversed than has been 
illustrated, 1 think, during any period of history. Civilization itself 
is endangered and our own security is threatened, and we now stand 
cringing, figuratively, before the threat of the nation which a few years 
ago was largely depending upon us for its own existence. 

Now, what policies do you think we have followed or what policies 
have we failed to follow which have brought about this striking re- 
versal in position? 

Mr. Voornees. Well, that is a pretty large question. But I think 
that we Americans have been accustomed to expecting to be able to 
live at peace; that when war was brought to us so that we could not get 
away from it, we then cach time threw everything we had into it, ex- 
pecting to be able to win a victory quickly and then go back to our 
ways of peace. We did this in and after World War I, and after World 
War II. What was done each time represented the wish and the then 
current spirit of the American people—to bring the boys home and 
throw tho equipment anywhere. We left it to rot because our people 
would not be satisfied to leave the boys there. I had nothing directly 
to do with that at that time, except some matters relating to the care 
of our ill and wounded as they came back. But I saw the situation 
there in the Pentagon, It was simply overwhelmed by the wish of the 
American feeple to demobilize and get the boys back. It was un- 
questionably a colossal mistake. 

One of the most interesting statements of it, you perhaps have seen 
it, was Jimmy Reston’s article in the New York Times fast Sunday, 
where he said that the normal procedure would be to have the victory 
and then the celebration and then the hangover, but that the Ameri- 
cans frequently wanted to change the order and have the celebration 
before the victory, and if this occurred, then the hangover became 
much greater. And longer lasting, and that that is what we are having 
now. 

Mr. Reece. None of us have sympathy with ‘the fact that we 
demobilized too rapidly, but I do not feel, however, that that respon- 
sibility ought to be put on the American people or on Congress. In the 
first instance, the military has as its primary responsibility the security 
of the Nation. The military is in being and lives for one purpose, and 
that is to guard the security of the United States of America at all 
hazards, the hazard of their lives and the hazards of their reputation. 
That is its one great purpose and responsibility; it should have taken- 
the responsibility of urging the course which jit thought best safe- 
guarded our interests. 

But, anyway, does the mere fact that we demobilized too rapidly 
account in itself for this tremendous yise’in strength and position of 
Soviet Russia? 

85708—51——34 
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Mr. Voorness. I think so, sir. Russia did not demobilize. She 
continued to build up her strength, and we demobilized, and that is 
what you have today. And then, even at tho time the Marshall plan 
came, we did not correctly appraise the military danger. Wo thought 
it was a danger principally of subversion. 

Mr. Rerce. Then you see no policy that we followed or none that 
we failed to follow that accounts for this reversal in position except 
the fact that we demobilized too rapidly despito the fact that through 
concessions we permitted Russia to gain contro! of more than a third 
of tho earth’s surface, including strategic areas, and at the samo time 
gave it much strategic material for its war machine. 

Mr. Voorners. We wanted peace, and thought wo had peace, and 
we went off to tho races. 

Chairman Ricuarps. When you say “we,” you mean the United 
States, tho American people, and the Congress of the United States, 
and the Democrats and Republicans, with just a few exceptions; is 
that right? 

Mr. VoornErS. All of vs, evervone of us. 

Dr. Jupp. That just isn't so. There were plenty of people shouting 
from the house tops not to do it, and we were called warmongers. 

Mr. Voornees. Personally I think it was an overwhelming surgo 
of emotion to get back to the comfortable ways of peace, and I do not 
think it could have been resisted. 

Chairman Ricuarps. You have run over there a little, Mr. Reece. 

Mr. Mansrievp. May I make a statement? 

Mr. Reece. May I interject just one statement. Really I would 
not attempt to infer that so far as tho anxiety to get the boys home 
was desired that it arose in any one party more than the other; it was 
just a frailty of human nature. But I think the responsibility for 
resisting whatever impulse manifested itself along that line lics 

rimarily with the military. The military docs not give in either in 
attle or ia peace when the security of this Nation is involved. As 
I said a while ago, that is its purpose and that is its responsibility 
when the security of our Nation is involved. Thank you very much. 

Mr. Mansrietp. Mr, Chairman, I want to say something in that 
respect. As one Member of Congress who received a lot of letters 
from the men overseas, and from their parents and their relatives, 
I am just as much to blame in my capacity as the military was in its 
capacity because I did what I could to bring tho men home. It was a 
mistake, and I hope I will never do it again. But-I recall people on 
the floor, Democrats and Republicans alike, who yelled for demobili- 
zation to get the boys home, and it was the worst mistake we ever made. 

Mr. Batre. May I make a remark? . 

Mr. Jupp. Of course, you are here 6 years late, Mr. Voorhees. 
You did not organize until last fall, and there were people who were 
worrying ahd warning about this danger since 1946, particularly 
the so-called China lo by. What it predicted is precisely what hap- 
pened, I am grateful for the help you are now giving those who 

ave been on the firing line so long on that menace. 

Now, I want to emphasize what two or three others have mentioned, 
the hope that you yourself or your group will produce not only a 
diagram of the organization you think wil] be most effective, but 
being a pood lawyer and probably a good draftsman, it would bo 
helpful if you could give us a draft of the legislation that would be 
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necessary, amendments of the ECA Act, to carry out the kind of 
modifications you believe would be most effective. 

Mr. Voornees. We are working on that, but we had thought it 
might epiest presumptuous to present it unless somebody asked us 
to do it. 

Chairman Ricwarps, I also asked for the same thing. 

Dr. Jupp. Mr. Chairman, I did not bring the question up earlier 
becauso you were not here but yesterday when Mr. Hoffman was 
testifying, you asked this question which he referred to Mr. Voorhees 
but there was not time for his answer. You said, ‘Should ho say so 
many of these end items should be manufactured abroad and so many 
in this country? Should he have authority to that extent?” And 
Mr. Hoffman said,“ Mr. Voorhees knows more about that than I do.” 

Could you claborate on that now, Mr. Voorhees? 

Mr. Voornerss. If he had the appropriation which he would turn 
over to defense for the procurement here, he would at the same time 
of courso try to seco what could be done with production in Europe, and 
he would bo the one who could find out what production could be 
carried on there. But you would have to rely on defenso for the 
requirements, quantities, and specifications, and if the Administrator 
were himself actually placing any orders abroad, probably defense 
would have to place the orders. But you might not have to do it by 
the United States directly placing the orders. You might be able to do 
the ve by furnishing the dollar aid for the specific purpose and 
letting the foreign country place the order. This would be more 
compatable with its sovereignty. But the Administrator could use 
this power to get the production going thero, through utilizing the 
stimulus of the aid. 

I think the thing which is most unsound now is the rigid bifurcation 
of the program into military and economic aid, under which we try 
to make a determination in advance of something which we cannot 
intelligently do in advance. Instead, it should be put on a basis where 
one man could estimate tho total amount of total aid which is necessary 
for & country. If wo treat it as two separate things, it involves 
incalculable waste. 

Dr. Jupp. Would not it be advantageous for him to bo able to 
shift from the economic to the military, and vice versa, depending on 
needs, as cannot be done if the organizations are separate? 

Mr. Voornees. It seems to me just a common business sense. 

Dr. Jupp. I have one other question. One of our ambassadors 
overseas said that he felt that we ought not to make a change in this 
ECA organization until the stated time for its expiration, Juno 30, 
1952. He pave two reasons. One was that ECA has become a 
symbol to the peoplo of Europe of our interest in their economic and 
social well-being and living conditions. The Communists on the 
other side have always said that is a propaganda facade up in front 
and America is not really interested in you Italians, she is interested 
in military operations against her rival, the Sovict Union. They 
have not convinced many people that ECA was a blind for giving 
assistance to the military. 

If now, as you rightly say on page 2, this economic aid shuuld be 
largely in support of military purpeses, do you think that the advan- 
tages of using ECA openly and avowedly for military purposes would 
be sufficiently advantageous to offset the disadvantages, propa- 
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gandawise, that are certain to come from the Soviets being able to 
say, “Just as we told you all of these years, it was always q phony.” 

{r. Voornrrs. Whatever you do they will use it for propaganda. 
What we need is to have the best organization to get the best results 
as fast as possible, and this is the business way to do it. 

Dr. Jupp. This is the ambassador in a country where they have 
got tho Commies on their doorstep all of the time, and we do not 
want to do anything to increase their effectiveness and influence in 
that. country. 

Mr. Voonnees. It is a factor, but the biggest need that there is is 
to have strength, and as soon as these nations find that they have 
strength, then we will have a different story. 

r. Jupp. I agree with you and that is why T wanted you to say 
it on the record. 

Mr. Voorures. Thank you very much. 

Chairman Ricuarps. You have made a very able presentation. 
Thank you. 

Mr. Voornres. Thank you very much. 

Chairman Ricuarps. Col. Robert E. Rodes is the next witness. 

You have a pretty long statement. here. Do you want to read that 
statement, or would you prefer to file it. for the record and touch on 
certain points and high hghts of it? You may do it whichever way 
you wish. 

ComMMITTEE ON THE Present Danxaen, 
Washington, D. C., Auguat 8, 1951. 
Hon, James P. Ricuaros, 
Chairman, Committee on Foreign Affairs, 
House of Representatires, Washington 25, D.C. 

Dear Mr, Ricnarps: Pursuant to your request, we have prepared and submit 
herewith a suggested draft of a bill for foreign aid. Accompanying this is a 
brief explanatory memorandum and also a chart showing the Washington organi- 
zation under such a bill. 

We are working upon and will submit separately next week a chart of a pro- 
pod wnlied oars organization in Europe to carry out the purposes set forth 
a posed bill. ; 

The Sanneced ro dill is in general consistent with, and certain of the 

rovisions are identical with, the proposals introduced yesterday in the Senate 
by Senators Smith and Saltonstall), 

Thirty-five copies cach of the bill, the memorandum, and the chart are trans- 
mite rewasls to provide a copy for each member of the committee and several 
or : 

Subject to intermittent absences from the city, I am, of course, available 
should you feel that I can be of any further assistance. . - 

incerely yours, 
Tracy S. Voornees, 
Vice Chairman, 


ComMITTEN ON THE Present Dancer, 
Washington, D.C., August 3, 1951. 


Memoranpum Accompanyina Drart oF Foreian Ato Bit 


‘The chairman of the House Foreign Affairs Committee and certain membera of 
the committce asked that we draft a bill emibedsank the recommendations mado 
in the testimony of members of the Committee on the Present Danger on the sub- 
{eet of Eorel ae Aid. For this purpose, the committee retained as special counsel 

» Gerald D. Morgan because of his long experience in the drafting of legislation. 
The prope bill Is submitted herewith. 

The bill provides for a unified administration of forelgn aid poticrned in gencral 

upon the type of organization provided for in the Economic Cooperation Act. 
@ proposed relationsh{p of the Administrator to the Secretaries of State and 
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Defense is, therefore, similar to the relationship of the ECA Administrator to 
State. 

The bill would transfer to a Mutual Security Administrator the powers and 
functions now exercised by the ECA Administrator and by the directors of the 
Mutual Defense Assistance Program and the Technical Cooperation Program. 
it also deals similarly with tho Institute of Inter-American Affairs. 

The bill would terminate the ECA as such. However, it would transfer all of 
ECA’s property, positions and personnel to the new Administration, subject to 
the right of the new Administrator within 90 days to release any personnel not 
required. In this way, the ECA personnel in this country and abroad, including 
the special missions, would, without new Civil Service processing, retain their 
positions—except those found unnecessary. 

The provisions for coordination with the Scerctaries of State and Defense 
follow the provisions for coordination between the ECA Administrator and the 
Secretary of State in the Economic Cooperation Act. These have worked so 
successfully that no dispute has ever had to be taken to the President for decision. 

The bill would provide for a United States special representative in Europe 
and for special missions in the countries receiving aid. These missions would 
in turn, be assisted by military advisory groups. The chief of each such special 
mission would rank, as the chief of the ECA special mission has ranked, imine- 
diately below the Ambassador to the country. 

The procurement of military items would be through the Department of 
Defense. The Administrator would determine, with the concurrence of the 
Seerctary of Defense, the measure and forms of aid for military purposes necessary 
for the respective countrics. 

The Administrator would, for the countries receiving aid, be the claimant 
agent for United States materials and facilities which are allocated for export 
by United States Government agencies, If allocations are made on an ovcr-all, 
instead of a country-by-country basis, for the countrics receiving aid, the Admin- 
istrator would make the subailocations among such countries. 

Consolidated bilateral agreements with each recipient country are provided for." 
These would include—where applicablo—the provisions of the ECA_ bilateral 
agreements and the Mutual Defense Assistance bilatcral agreements, They also 
would contain certain additional provisions. The latter include the substance of 
the Battle bil, just passed by the House, dealing with limitation of trade with 
Communist areas. Provisions for deposit of ‘counter part funds" are made ex- 
sept as to aid furnished in the form of military end-items, 

here is a new provision for termination of assistance. 

In title II, deat ng with authorization of appropriations, the amounts are not 
divided, ax was the President’s request, into “‘ceonoinie aid” and “military aid,” 
but are divided on an arca basis. This is because in the European areca aid to 
most of the countries is for a military purpose, and whether it is so-called ‘‘coo- 
nomio” or so-called “military” afd is a question solely of method not of object. 

The aggregate amount of appropriations which would be authorized in this bill 
is identical with the amount ques by the President and which would be 
authorized in the Administration bill (introduced in the Senate as S. 1762). 

Mititary aid for Greece and Turkey has beei transferred to the authorization 
for Europe. The authorization for Europe now includes the $5,293,000,000 for 
“military aid” and the $1,675,000,000 for “‘cconomie aid” for Europe from the 
Adininistration bill, plus $350,000,000 (catimated)? of military aid for Greece and 
Turkey. Theo later figure is transferred from the authorization for the Near East 
and Africa contained in the Administration bill, Aid for the European area 
would thus total $7,318,000,000. 

The authorization for the Near East and Africa includes $65,000,000 for “mili- 
tary aid” (the $415,000,000 included in the Administration bill fess the $350,000, - 
000 transferred to Burope as above explained) and $125,000,000 for “economic 
aid” (as provided in the Adininistration bill), This makes the total figure 


The Administration bill provides that not to exceed 10 percent of the $415,000,- 
000 authorized for military aid to Greece, Turkey, and Iran may be used for 
military aid to other Near East areas. Since Greece and Turkey are now included 


' Because of the broad etperience which the present United States special representative in Europe ha 
had with the administration of counterpart funds, we took advantage of his presence in Washington to 
consult with him as to this technical aspect of the bill. 

* The estimate for military aki for Greece and Turkey Is derived from an analysis of past programs, since 
we org loro dy the State Department that the exact amount presently requested for this purpose ts 
classified, 
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in the ald for Furope in the annexed bill, the form of such provision is chanzed to 
permit a transfer of not to exceed $50,000,000 from Europe for Near East areas, 
Tracy 8. Voorites, 
Vice Chairman, 


A BILL To promote the foreign policy and provide for the defense and general welfare of the United States 
by furnishing eecittahee tal ly nations in the interest of international security. 


Be tt enacted by the Senate and House of Representatives of the United States of 
America in Congress gssembled, That this Act may be cited as the ‘Mutual Security 
. Act of 1051". : 

FINDINGS AND PURPOSES 


Src, 2. (a) The United States, dedicated to the purposes and principles of the 
United Nations Charter and to the promotion of peace and security in furtherance 
thereof, has heretofore joined with, and rendered assistance to, other countries so 
dedicated In programs of economic support and recovery, notably a program for 
European recovery to restore and maintain in Europe the principles of individual 
liberty, free institutions, and genuine Independence through the establishment of 
sound economic conditions and stable international cconomic relationships, The 
United States has likewise joincd with, and rendered assistance to, other such 
countries in programs of individual and collective self-defense against the threat 
of ‘military aggression and internal subversion. The United States has further 
initiated programs of technical assistance to, and promotion of capita! investment 
in, economically underdeveloped areas to enable such areas to develop their re- 
sources and improve their working and tiving conditions. An essential element 
of all of such programs has been the principfe of continuous and effective self-help 
and mutual aid. 

The Congress hereby finds that the existence of large military forces under the 
control of aggressive rulers hostile to freedom, and the proven readiness of those 
tulers to support and engage in open military aggression as well as political sub- 
version against free peoples, constitute an ever-increasing threat to the security 
and independence of the United States and of the free world. 

Except for the necessity of intensifyin and accelerating the program of indi- 
vidual and collective self-defense in the North Atlantic area because of this in- 
creased threat, the necessity for continued economic assistance to countries of 
Europe would in most areas have terminated. The increased threat to the se- 
curity and independence of the nations of the free world, however, has made 
necessary the continuation of both the Mutual Defense Assistance and economic 
programs, and has {n large measure bound together the originally separate pur- 
poses of cach into a single purpose to help create or restore in the free world the 

° 


strength and security requ prevent aggression and to achiéve a stable and 
lasting peace. 
(b) It-Is the pu and policy of this Act (1) to provide for the continuation 


of the Mutual Defense Assistance Program and to provide such other assistance 
as may be necessary to render to the countries participating therein economic 
support essentiat to an increased military effort; (2) to provide for assistance 
necessary to continue the economic recovery of Austris, the Federal Republic of 
Germany, the Free Territory of Trieste, Greece, and Iceland; (3) to continue the 
program of technical assistance and promotion of capital investment in under- 
developed areas of the world; and (4) to furnish such assistance authorized by law 
to devastated areas and to refugees. 

(c) It is further declared to be the purpose of this Act to reorganize the major 
foreign assistance activities of the United States under a single agency in order 
to promote more efficient conduct and improved coordination of euch activitles 
with each other and with the foreign policy and national security objectives of the 
United States. . 

(d) The purposes of the various forelgn assistance Acts heretofore enacted, 
and of the various titles therein, shall be deemed to include the PY 3 of this 
Act, to the extent that they are inconsistent with the purposes of this Act, to be 
amended and superseded by the statement of purposes in this Act, 


TITLE I-—MUTUAL SECURITY ASSISTANCE 
ADMINISTRATION 


So. 101. There is hereby established, with headquarters in the District o 
Columbia, an agency to be known as the’ Mutual Security Administration (heretn- 
after sometimes calted the ‘‘Administration”), It shall be headed by an Adminis- 


‘ 
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trator for Mutual Sccurity (hereinafter referred to as the “Administrator’) whu 
shall be appointed by the President by and with the advice and consent of the 
Senatc, and shall be responsible to the President for carrying out the purposes and 
prosiions of this Act. The Administrator shall have a status in the executive 

ranch of the Government comparable to that of the head of an executive depart- 
ment, and shall reccive compensation at the same rate. 


DEPUTY ADMINISTRATOR AND ASSISTANT ADMINISTRATORS 


Sec. 102, There shall be a Deputy Administrator for Mutual Security, ap- 
inted by the President by and with the advice and consent of the Senate; and 
our Assistant Administrators for Mutual Security, appointed by the President 
by and with the advice and consent of the Senate, one of whom may be a member 
of the Armed Forces, The Deputy Administrator shall reecive compensation at 
the same rate as that payable to an Under Scerctary of an executive department, 
and the Assistant Administrators at the same rate as that payabic to an Assistant 
Secretary of an executive department, except that if one of the Assistant Admin- 
istrators is a member of the Armed Forces he shall receive only such addittonal 
compensation as, when addcd to his pay and allowances as a member of the Armed 
Forces, will equal that of the other Assistant Administrators. 


TERMINATION OF AGENCIES. TRANSFER OF POWER, AND 80 FORTH 


Sec, 103. (a) Except as otherwise provided in this Act, there shall be trans- 
* ferred to the Administrator oy the powers and functions conferred upon the 

Administrator for Economic reuor by the Economic Coopcration Act of 
1948, as amended, and the Far Eastern Economic Assistance Act of 1950, as 
ainended; (2) the powers conferred upon the President by the Mutual Defense 
Assistance Act of 1949, as amended, the Act for International Development, and 
the Act of May 22, 1947, except the power to conclude International agreements, 
the power to make appointments by and with the advice and consent of the Senate 
and such other powers as the President may reserve for exercise by himself; and 
(3) the powers and functions of the Seerctary of State under tho Institute of Inter- 
American Affairs Act. Sections 5 and 8 of tho Institute of Inter-American 
Affairs Act are hereby amended by striking out ‘* Department of State” wherever 
it oceurs and inserting in lieu thereof “Mutual Security Administration.” 

{b) The following agencies and offices shall cease tq exist: 

he Economic Cooperation Administration and the offices of Admin- 
istratorand Deputy Administrator for Economic Cooperation; 

(2) The office of United States Special Representative in Europe and of 
Deputy United States Special Representative in Europe created by the 
Economic Cooperation Act of 1948, as amended; 

(3) The Public Advisory Board created under section 107 of the Economic 
Cooperation Act of 1948, as amended; 

() The Advisory Board created by section 409 of the Act for International 
Development: 

(5) The office created under section 413 (a) of the Act for International 
Development; 

(6) The offices created by section 406 (a) of the Mutua! Defense Assistance 
Act of 1949, as amended. 

(c) All records, property, positions, and personnel used primarily in the admin- 
istration of the powers and functions transferred to the Administrator by sub- 
section (a) shall be transferred to the Mutual Security Administration, except that 
ony personnel which the Administrator, within a period not exceeding three months 
following the date upon which subsection (a) takes effect, decides not to retain 
shall bo retransferred to other agencies of the Government or separated from the 
service. All appropriations, allocations, and other funds that are available or are 
to become available for carrying out any of the powers or functions transferred to 
the Administrator by subsection (a) shall be available for the carrying out of such 
powers and functions by the Administrator. 

(d) Subsections (a), (b), and (¢) of this section shall take effect on the day 
following the date upon which the Administrator first appointed under this Act 
takes office, or on the thirtieth day after the date of the enactment of this Act, 
whichever first occurs; except that, if the President makes a nomination (or a 
recess appointment) of an individual as the first. Administrator during such 
thirty-day period and the first Administrator docs not take office until after the 
expiration of such period, the effectiveness of such subsections shall be postponed 
until such Administrator takes office. ; 
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(c} Notwithstanding the provisions of sectién 4 (a) of the Bretton Woods 
Agreements Act, as amended, section 101 (a) of the National Security Act of 1947, 
as amended, and section 635 (a) of the Export-Import Bank Act of 1915, as, 
amended, the Administrator shall serve ex officio, for so long as the Mutual 
Security Administration shall continue to exist, as a member of the National 
Security Council, the National Advisory Council on International Monctary 
and Financial Problems, and the Board of Directors of the Export-Import Bank 
of Washington. 

INTERAGENCY COORDINATION 


a 

Sec. 104. The Administrator, the Secretary of State, and the Secretary of 
Defense shall each keep the others fully and currently informed on all matters, 
including prospective action, relating to any program under this Act, which are 
pertinent to the respective duties of the others. Whenever any action, proposed 
action, or failure to act on the part of the Administrator appears to the Secretary 
of State to be inconsistent with the foreign policy objectives of the United States, 
or appears to the Secretary of Defense to be inconsistent with nationat defense 
objectives, and differences of view cannot be settled by consultation with the 
Administrator, the matter shall be referred to the President for final decision. 
Whenever the Administrator believes that any action, proposed action, or failure 
to act on the part of the Secretary of State or the Secretary of Defense is incon- 
sistent with the purposes of this Act and if differences of view cannot be settled 
by consultation with the Secretary of State or Defense, as the case may be, the 
matter shall be referred to the President for final decision. 7 


ADVISORY BOARD 


Sec. 105. (s) There is hereby created an Advisory Board on Mutual Security 
Assistance (hereinafter referred to as the “‘Board”) which shall advise and consult 
with the Administrator with respect to general or basic policy matters arising in 
connection with the Administrator’s discharge of his responsibilities. The 
Board shall consist of the Administrator, who shall be the Chairman, and not to 
exceed sixteen additional members to be appointed by the President, by and with 
the advice and consent of the Senate, and who shall be selected from among 
citizens of the United States of broad and varied experience in matters affecting 
the public interest, other than officers and employees of the United States (includ- 
ing any agency or instrumentality of the United States) who, as such, regularly 
teceive compensation for current services. Not more than a majority of two of 
the appointed members shall be appointed to the Board from the same political 
party. The Board shall meet at least once a month, and at other fimes at 
the call of the Administrator, or when three or more members of the Board 
request the Administrator to call a meeting. Members of the Board, other 
than the Administrator, shall receive out of funds made available for the 

urposes of this Act, a per diem allowance of $50 for each day spent away 

rom their homes or regular places of business for the purpose of attendance at 
meetings of the Board, or at conferences held upon the call of the Administrator, 
and in necessary travel, and while so engaged they may be paid actual trave 
expenses and not to exceed $10 per diem in lieu of subsistence and other expenses. 

(b) The Administrator may appoint such other advisory committces as he 
re Oe aaa to be necessary or desirable in order to effectuate the purposes 
° ct. 

; OVERSEAS ADMINISTRATION 


Sec. 106. (a) There shall be a United States Special Representative for Europe 
(hereinafter called the “Special Representative’), who shall be appointed hy the 
President, by and with the advice and consent of the Senate, and who shall be 
entitled to receive the same compensation and allowances as a chief of mission, 
class 1, within the meaning of the Act of August 13, 1916 (60 Stat. 999), and bave 
the rank of ambassador extraordinary and plenipotentiary. In addition to such 
other functions as he may be directed by, or with the approval of, the President to 
perform, he, or such person as he may designate to represent him, shall be the 
chief representative of the United States Government to the Organization for 
European Economie Cooperation, and the representative of the United States 
Government on the Finance and Economie Board and the Defense Production 
Board of the North Atlantic Treaty Organization. He may also be designated 
as the United States representative on the Economic Commission for Europe. 
In matters relating to the carrying out of the purposes of this Act, he shall receive 
his instructions from the Administrator and such instructions shall be prepared 


, 


THE MUTUAL SECURITY PROGRAM 525 


and transmitted to him in accordance with procedures agreed upon between the 
Administrator and the Secretaries of State and Defense in order to assure appro- 
priate coordination. He shall coordinate the activities of the chiefs of special 
missions in the European area provided for in subsection (e) of this section, 
He shall keep the Administrator, the Secretary of State, the Secretary of Defense, 
the chiefs of the United States diplomatic missions, and the chiefs of special 
missions currently informed concerning his activities. He shall consult with the 
chiefs of all such missions, who shall give him such cooperation as he may require 
for the performance of his dutics under this Act. 

(b) There shall be a Deputy United States Special Representative for Euro 
(hereinafter called the “Deputy Epecial Representative’) who shal! (1) 
appointed by the President, by and with advice and consent of the Senate, 
(2) be entitled to receive the same compensation and allowances as a chief of 
mission, class 3, within the meaning of the Act of August 13, 1946 (60 Stat. 999), 
and (3) have the rank of ambassador extraordinary and plenipotentiary. The 
Deputy Special Representative shall perform such functions as the Special 
Representative shall designate, and shall be Acting United States Special Repre- 
sentative for Europe during the absence or disability, or in the event of a vacancy 
in the office, of the Special Representative. 

(c) The Special Representative shall be assisted by a joint military advisory 
group appointed by the Secretary of Defense. It shall be the duty of suc 
advisory group to coordinate the activities of the military advisory gro:.ys .!*ached 
to the special missions (provided in subsection (f) of this section) in the European 
area, to assist the Special Representative in appraising and screening programs of 
United States assistance recommended by the special missions, and to advise the 
Special Representative as to the military capabilities and requirements of all 
countries in the European area which receive assistance under this Act for military 

urposes, or may become eligible for such assistance. 

(d) The President may appoint, by and with the advice and consent of the 
Senate, a Special United States Representative for the Near East and a Special 
United States Representative for the Far East, if required to further the purpo-es 
of this Act. Such representatives, shall receive the same compensation and have 
the same rank as, and to the extent appropriate, shall pecform duties with respect 
to the regions to which they are assigned comparable to those of the United 
States Special Representative for Europe. 

(ce) Except as provided in subsection (i) of this section, there shall be established 
for cach country receiving assistance under the terms of this Act, and there may 
be established for any country cooperating in regional economic or military 
programs in support of the purposes of this Act, a special mission for mutual 
security assistance under the direction of a chief, which shall be responsible for 
assuring the performance within such country of operations under this Act. 
The chief of such special mission shall be appointed by the Administrator, shall 
receive his instructions from the Administrator, and shall report to the Adminis- 
trator on the performance of the duties assigned to him. The chief of such 
special mission shall take rank immediately after the chief of the United States 
dipfomatic mission tn such country. 

(f) The chicf of the special mission in each country receiving assistance under 
this Act for military purposes shall be assisted by a military advisory group ap- 
pointed by the Secretary of Defense. It shall be the function of such military 
advisory group to advise the chief of such mission as to the military capabilities 
and requirements of the country, and to assist in reviewing and appraising 
requests for assistance for military purposes received from the authorities of the 
country. 

(g) The chief of the special mission shall keep the chief of the United States 
diplomatic mission fully and currently informed on all matters, including pros- 
pective action, arising within the scope of the operations of the special mission, 
and the chief of the diplomatic mission shall keep the chief of the special mission 
fully and currently informed on matters relative to the conduct of the duties of 
the chief of the special mission. The chief of the United States diplomatic 
mission shall be responsible for assuring that the operations of the special mission 
are consistent with the foreign policy objectives of the United States in such 
country, and in the event that the chief of the United States diplomatic mission 
believes a Misra proposed action, or failure to act on the part of the special! 
mission to be inconsistent with such foreign policy objectives, he shall so advise 
the chief of the special mission and the United States special Representative in the 
region to which he is assigned. If differences of view are not adjusted by con- 
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sultation, the matter shall be referred to the Secretary of State and the Admin- 
istrator for decision. 

(h) The pesretaty of State shall provide such office space, facilities, and other 
adin{nistrative services for the United States Special Representative for Europe 
and his ataff, and for the special missions in cach country, as may be agreed 
between the Secretary of State and the Administrator. ' 

(i) The Administrator may, whero he deems it appropriate and with the ap- 
proval of the Sccretary of State, direct that the functions of the chief of the special 
mission in any country be assumed by the chief of the United States diplomatic 
mission in that country. : 

Src. 107. In the case of aid under this Act for a military purpose, the Secretary 
of Defense shall certify to the Administrator, from timo to time, the military de- 
fense objectives for recipient countries, The Administrator, in continuing con- 
aultation with the Department of Defense and with other interested departmenta 
and agencies, shall estimate the extent to which the recipient countries will, in the 
absence of aid under this Act, unavoidably fall short of the objectives so certified 
and with the concurrence of the Secretary of Defense, determine the measure an 
forma of ald which are necessary to enable such countries to accomplish such ob- 
jectives most effectively within necessary time limits. When such ald is in the 

orm of military items or of related technical assistance and advice, the Adminis- 
trator shall allocated to the Department of Defense funds for procuring and fur- 
nishing such military {tems and related technical assistance and advice. 

Seo. 108. Notwithstanding any of the provisions of the Defense Production 
Act of 1950, as amended— 

(a) The Adininistrator shall have Feepons ty for representing, before 
the authoritica in tho executive branch of the Government charged with tho 
administration of titte I of auch Act, tho needs of all countries receiving assist- 
ance under this Act, and of such other countrics as the President may direct, 
for United States materials and facilities. 

(b) Allocations under such Act of United States materials and facilitics 
for foreign countries receiving assistance under this Act and for forcign 
assistance programs in such countrics to the extent that thoy arc made on an 
over-all, and not on a country-by-country, basis, shall be apportioned by the 
Administrator among such countries. 


CONSOLIDATED AGREEMENTS 


Src. 109. (a) After the date of the enactment of this Act, the powera of the 
Preeident and the Secretary of State to conclude International agreements in 
furtherance of the purposes of the Act of May 22, 1947, as amended, the Foran 
Aasistance Act of 1948, as amended, the Mutual Defense Assistance Act of 1949, 
as amended, the Far Eastern Economic Assistance Act of 1950, as amended, tho 
Foreign Assistence Act of 1950, as amended, the Instituto of Inter-American 
Affairs Act, and this Act shall be exercised, as respects any individual country, by 
concluding a single over-all agreement with such country (which agrcement may 
be amended from timo to time) covering all assistance to be received by that 
country under auch Acta. . 

(b) ‘The Secretary of Stato after consultation with the Administrator is directed, 
as rapidly as is desfrablo and feasible, by negotiation with the various foreign 
countries, to bring about tho consolidation of all existing agreements with cach 
such country receiving assistanco under any of the foresolng Acts, so that there will 
be a single over-all agreement with auch country (which agroement may be 
amended from time to time) covering all assistance to be received by such country 
under such Acts, 

Co) Any agreement concluded pursuant to subsection (a) or (b) of this section 
shall, where applicable, make appropriate provision for— 

1) promotion of production to enable the country to further, to the 
maximum practicable extent, the support of necessary military forces and 
joint programs of economic or military cooperation; 

(2) cooperation with the United States and other nations of the free world 
to control exports to any nation or combination of nations endangering the 
security of the United States and other free countrics to the end that trade 
with such nations will not add to the strength of potential aggressor nations 
relative to that of the free world; to that end placing absolute and effective 
embargoes upon the shipment to auch potential aggressors of arms, ammuni- 
tlon, implements of war, atomfo energy materials, petroleum, transportation 
equipment of strategic value, and items of primary strategic significance 
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used in the production of arms, ammunition, and implements of war: Pro- 
vided, That the Administrator, with the approval of the President, may 
furnish assistance to a country which permits shipment of items other than 
atins, anununition, implements of war, and atomic sure) inaterials when 
unusual circumstances indicate that the withholding of ald would clearly be 
detrimental to tho pee of the United States: Provided further, That tho 
Aditnistrator shall negotiate with individual countries and groups of coun- 
trica receiving assistance under the terms of this Act arrangements to control 
exports (o any country or combination of countries endangering the security 
of the United States or of other freo countries of other commodities the export 
of which, {n his opinion, should be controlled; and 

(3) placing in a special account deposits in the currency of such country, 
in commensurate atnounts and under such terms and condilions as the 
Administrator may prescribe, in respect of aid furnished to such country 
on a Grant basis pursuant to any of the Acts referred to in subsection (a): 
Provided, That the obligation to make such deposits shall not apply with 
respect to ald in the form of military items or related technical assistance or 
advice furnished pursuant to the Mutual Defense Assistance Act of 1940, 
as amended: Provided further, That the obligation to make such deposits 
may be waived, in the discretion of the Administrator, with reapect to 
technical tuformation or aszistance furnished under section 111 (a) (3) of 
tho Economto Cooperation Act of 1948, as amended, or with respect (o ocean 
transportation furnished on United States flag vessels under section 111 of 
sald Econointe Cooperation Act of 1948, as amended, in an amount not 
preceding the amount, as determined by the Administrator, by which the 
charges for such transportation exceed the cost of such transportation at 
world-market rates: Provided further, That the obligation to make such 
deposits nay be waived, in the discretion of the Administrator, with respect 
to any ald furnished under any of the Acts referred to in subsection (a) other 
than the Economic Cooperation Act of 1948, as amended, or the Mutual 
Defense Assistance Act of 1949, as amended: Provided further, That, in the 
case of deposits mado in respect of ald furnished pursuant to the Economic 
Cooperation Act of 1948, as amended, and the Mutual Defense Assistance 
Act of 1919, a3 amonded, such deposits, together with the unencumbered 
portions of any deposits which may have been made pursuant to section 115 
(b) (6) of the Economie Cooperation Act of 1048, as amended, shall be used 
within such country or otherwise for strengthening military defenses (includ- 
ing the promotion of the production of items required for military defense 
and the development of military facilities); for exploring and developing 
sources of scarce materials; for increasing agricultural and industrial pro- 
ductivity; for the development of any central institution or other organization 
formed by two or moro participating countries to further the purposes set 
forthin section 111 (d) of said Economic Cooperation Act of 1948, as amended: 
for local currency administrative and Spereting expenditure of the United 
States incident to operations under the Economie Cooperation Act of 1948, 
as amended, and tho Mutual Defense Assistance Act of 1949, as amended, 
and for expenditures for matcriats which are required by the United States 
as a result of deficienctes or potential deficiencics in its own resources (and 
nd less than 5 per centum of each such deposit shall be allocated to the use 
of the United States Government for the purpose of such local currency 
administrative and operating expenditures and such expenditures for tma- 
terials); and for such other purposes consistent with tho policies and purposes 
of the Acts referred to in this proviso as, in the Judginent of the Administrator, 
are warranted by special circumstances: Procided further, That, in the case 
of deposits mado in respect of ald furnished under any of the acts referred 
toJin subsection © other than the Economle Cooperation Act of 1948, as 
amended, or the Mutuat Defenso Assistance Act of 1949, as amended, such 
deposits, together with the unencumbered portions of any deposits which 
may have been made under international agreements concluded pursuant 
to such acts, shall be used for projects which are in furtherance of tho policies 
and purposes of such acts, respectively: Prorided further, That tho use of 
such deposits shall in’ every case bo subject to agreement between such 
country and the Administrator, who shall act in thls connection after con- 
aultatlon with the National Advisory Council on international monetary and 
financlal problems and the Advisory Board provided for in section 165 (s) 
of this title: Provided further, That any unencumbered balanee of deposits 
remaining upon the termination of sid to such country shall be disposed of 
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for such purposes as may, subject to approval by act or joint resolution of 

Congress, be agreed to between such country and the Government of the 

United States of America. 
The provisions so required, where applicable, to be included fn agreements with 
recipient countries made pursuant to subsection (a) or subsection (b) ehall be fn 
addition to the provisions required by the Economic Cooperation Act of 1948, as 
amended, the Mutual Defense Assistance Act of 1949, a3 amended, the Far 
Eastern Economie Assistance Act of 19350, as amended, and tho Act for Inter- 
national Development; except that to the extent that the provinions required by 
such Acts are inconsistent with the provisions required by this section, this see- 
tion shall govern. 

TERMINATION OF ASSISTANCE 


Sec, 110 (a), The Administrator shall terminate the provision of all or part of 
any assistance authorized by this Act to any country under any of the following 
circumstances: 

(i) when requested to do so by that country; 

(2) when the Adininistrator determine, after consultation with the Secre- 
taries of State and Defehse that (A) such country is not adhering to its agree- 
ment with the United States under which assistance is being furnished, of 
Is diverting from the purposes of this Act assistance provided hereunder 

- and that, in the cheumstances, remedial action other than termination wil 

not more effectively promote the pufposes of this Act, or (B) that such as- 
aistance no longer contributes effectively to the purposes of this Act; 

(3) when the President directs such termination upon finding that pro- 
vision of assistance would contravene any decision of the Security Council 
of the United Nations, or if the President otherwise determines that provision 
of assiatance to any nation would be inconsistent with the obligation of tho 
United States under the Charter of the United Nations to refrain from 
giving assistance to any nation against which tho United Nations is taking 

reventive or enforcement action or in respect of which the General Assembly 
nds that the continuance of such assistance is unnecessary or undesirable; 

(4) upon passage of a concurrent resolution by the Congress resolving 
that such assistance should be terminated. 

(b) Termination of assistance to any country under this Act shall inelude the 
termination of deliveries of all zupplics scheduled under the ald progres for such 
country and not yet delivered but funds made available under this Act shall 
remain available for twelve months from the date of such termination for the 
—— ry expenses of liquidating contracts, obligations, and operations under 

is Act. : 


TITLE LI—AUTHORIZATION OF APPROPRIATIONS 
‘ EUROPEAN AREA 


Sec. 201. In order to further the purposes of this Act in the European areca, 
there are Lae pl a to be appropriated to the President for the fiscal year 
1952: $7,318,000,000 for assistance, pursuant to the provisions of the Mutual 
Defense Assistance Act of 1949, as amended (22 U.S. C. 1511-1601), and tho 
Economic Cooperation Act of 1048, as amended (22 U..8. C. 1601-1522), to 
countries which are parties to the North Atlantic Treaty, Greece, Turkey, and 
other countries of Europe.. Military equipment, materials, and services may 
be furntshed under this section to countries which are partles to the North Atlantic 
Treaty, to Greece and Turkey, and to any other country of Europe which tho 
President determines to be of direct importance to the defense of the North 
Atlantic area and whose increased ability to defend Itself the President determines 
will contribute to the preservation of the peace and the security of the North 
Atlantic area and {s essential to the security of the United States. In addition, 
unexpended balances of sppropriations heretoforo mado for carrying out the 
purposes of the Mutual Defense Assistance Act of 1949, as amended (22 U.S. C. 

871-1604), the Act of May 22, 1947, as amended (22 U.S. C. 1401-1410), and 
the Economic Cooperation Act of 1048, as amended. (22 U. 8. C. 1502), through 
assistance to any of the countries covered by this section are hereby authorized 
to be continued available through June 30, 1952, and to be consolidated with 
th appropriation authorized by this section: Provided, That the Administrator 
shall so allocate funds appropriated under the quthority of this section as to 
promote thd maximum feasible expansion of the capacity of Europe to produce 
military equipment required for the joint defense and to furnish sparo parts and 
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servicing for equipment furnished from United States sources, subject tothe 
necessity for delivery of such equipment within the time required by the plans for 
the joint. defense and to security considerations whieh, in the judgment of the 
Secretary of Defense, preclude production of certain items of military equipment 
outside the United States. 


NEAR EAST AND AFRICA 


Src, 202. (a) In order to further the purposes of this Act in Africa and the 
Near East, there are hereby authorized to be appropriated to the President, for 
the fiscal year 1952, $190,000.000 for assistance to countrics in Africa and the 
Near East pursuant to the provisions of the Mutual Defense Assistance Act of 
1949, as amended, and the Economie Cooperation Act of 1948, as amended, Not 
more than $12,000,000 of the funds appropriated under the authority of this 
section shall be available for economic and technical assistance for other than 
mniitary purposes in these areas, of which not to exceed $50,000,000 tay be con- 
tributed to the United Nations Patestine Refugee Ageney under the terms of the 
United Nations Palestine Refugee Aid Act of 1950: Provided, That whenever the 
President shall determine that it would more effectively contribute to Che purposes 
of the United Nations Palestine Refugee Aid Act of 1950, he may allocate any part 
of such funds to the Mutual Security Administration to be utilized in furtherance 
of the purposes of such Act, and any atuounts sp allocated shall be credited upon 
the agreed amount of the United States contribution to the United Nations 
Palestine Refugee Agency. 

In addition, unoxpended balances of appropriations heretofore made for assist- 
ance to Tran pursuant to (he Mutual Defense Assistance Act of 1999, as amended 
(22 U.S. C. 1601), are hereby authorized to be continucd available through June 
30. 1952, and to be consotidated with the appropriations authorized by this section. 

(bo) Amounts appropriated pursuant to ibe authorization in this section shall be 
available for military equipment, naterials, and services for lean, or for any other 
country of the Near East area, whenever the President determines, with respect 
to such other country, that the utilization of funds for that purpose is essential 
for the purposes of this Act, and he may utilize, in addition to funds made available 
puruant to this section, not to exceed $50,000,000 of the funds made available 
pursuant to scetion 201 of this tithe. Assistance under this section to anv country 
other than Tran may be furnished’ only upon the determination of the President 
that (1) the <trategic location of the recipient country makes it essential to the 
defense of the Near East ama, (2) such assistance is of critical importance to the 
defouse of the free nations, and (3) the immediately finereased ability of the re- 
eipient country to defend itself contributes to the preservation of the peace and 
security of the area and is important to the security of the United States. 


ASIA AND TUR PACIFIC 


Src. 203. (a) Ty order to further the purposes of this Act in the general arca 
of China (including the Republic of the Philippines and the Republic of Korea) 
there are hereby authorized ta be appropriated to the President, for the fisca 
year 1952, not to exceed $930,000,000 for assistance, pursuant to the Mutual 
Defense Assistance Act of 1949, as amended, the Economic Cooperation Act of 
1948, as amended, and the Act for International Development in those portions 
of such area which the President determines ta be not under Communist control. 
Not more than $375,000,000 of the amotnt made available may be used for 
economic and technical assistance for other than military purposes, ineluding 
not to oxcecd $112,500,000 which mav be made available for contribution to the 
United Nations Korean Reconstruction Ageney. In addition, unexperded bal- 
ances of appropriat tons heretofore made for carrying out the provisions of title 
IIT of the Mutual Defense Assistance Act of 1949, as amended (22 U.S.C. 1602- 
1601), the China Arca Aid Act of 1950 (22 U.S. C. 1547), and the Far Eastern 
Eeconomle Assistance Act of 1950, as amended (22 U.S. C. 1551, 1532, 1643), 
are hereby authorized to be continucd availeble through June 30, 1952, and to ba 
consolidated with the appropriation authorized by this section. 

(b) The sums made available for Korea pursuant to subsection (a) may be 
contributed from time to dime on behalf of the United States in such amounts 
as the President determines to be appropriate to up port those functions of ¢he 
United Nations Korean Reconstruction Agency which the military situation in 
Korea permits the Agency to undertake pursuant to arrangements between the 
Ageney and the United Nations Unified Command in Korea. [n computing (he 
Agercgate amount of such contributions by the United States, there shall be 
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included the value of goods and services made available to Korea by any depart- 
ment or agency of the United States for relicf and economic assistance after the 
assumption of responsibility for reticf and rehabilitation operations in Korea by 
the United Nations Korean Reconstruction Agency: Prorided, That, whenever 
the President shall determine that it would nore effectively contribute to the 
purposes of this Act, he may allocate any part of such funds to the Mutual Seeu- 
rity Administration to be utilized for asx 

allocated shall be credited upon any agreed amount of the United States’ con- 
tribution to the United Nations Korean Reconstruction Agency. 

(c) Not to exceed $30,000,000 of funds appropriated pursuant to this section 
(excluding balances of appro tiations continued available) may be accounted for 
by certification by the President of the amounts expended and that it is inadvis- 
able to specify the nature of such expenditures. 

(d) Unencumbered balances of sums heretofore or hereafter deposited fn the 
special account established pursuant to paragraph (2) of article (V) of the agree- 
ment of December 10, 1948, between tho United States of Aincrica and the Ke- 
public of Korea (62 Stat,, part 3, 3788) shall be used in Korea and as may be 
agreed to between the Goverament of the United States and the Republic of 

orea. 

AMERICAN REPUBLICS 


Sec. 204. In order to further the purposes of this Act in the other American 
Republics, there are hereby authorized to be appropriated to the President, for the 
fiscal year 1952, $62,000,000, of which not more than $22,000,000 may be made 
available for economic and technical assistance under the provisions of the Act for 
International Development and of the Institute of Inter-American Affairs Act, 
as amended, to countries of such area for other than military purposes: Provided, 
That military equipment, materials, and services may be furnished under this 
section under the terms of the Mutual Defense Assistance Act of 1949, as amended, 
only in accordance with defense plans which are found by the President to require 
the recipient country to participate in missions important to the defense of the 
Western Hemisphere. Any such assistance shall be subject to agreements 
designed to assure that the assistance will be used to promote the defense of the 
Western Hemisphere; and after agreement by the United States and the country 
concerned with respect to such rofssions, military assistance hereunder shall be 
furnished only {n accordance with such agreement. 


QENERAL PROVISIONS 


Src. 205. (a) Whenever the Administrator determines it to be necessary for the 
pu of this Act, not to exceed 10 per centum of the funds made available 
under any section of this title (exclusive of the funds transferred pursuant to sec. 
202 (b)) may be transferred to and consolidated with funds made available under 
any other title of this Act in order to furnish, to a different area, assistance of the 
kind for which such funds were available before transfer. 

(b) The President, pursuant to section 404 of the Act for International Develop- 
ment, may: make contributions on behalf of the United States to such technical 
cooperation programs of the United Nations and the Organization of American 
States as he determines will further the purposes of this Act In a total amount not 
exceeding $13,000,000 from funds made available under authority of this title 
and the use of such contributlons shall not be limited to the arca covered by the 
section of the title from which the funds were taken. 

(c) Funds made available in section 201 for carrying out the provisions of this 
Act shall be available for the administrative expenses of carrying out this Act 
including expenses Incident to United States participation In international 
security organizations and expenses of domestic programs In support of technical 
assistance activities. Any currency of any nation received by the United States 
for its own use {n connection with assistance furnished by the United States may 
be used by any agency of the Government without reimbursement from any 
appropriation for administrative and operating expenses of carrying out’ the 
purposes of this Act. Funds made available for carrying out the purposes of this 
Act in the Federal Republic of Germany may, as authorized in subsection 114 (h) 
of the Economic Cooperation Act of 1948, as amended (22 U.S. C. 1512 (h)), bo 
transferred by the President to the Mutual Security Administration or any other 
department or agency for the expenses necessary to meet the responsibilities and 
obligations of the United States in the Federal Republic of Germany. 

(d) Upon a determination by the Administrator for Mutual Security Assist- 
ance that It will further the purposes of this Act, not to excced $10,000, of the 
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stance to Korea, and any amounts so- 
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funds made available pursuant to scetion 202 of this Act and not to exceed 
$25,000,000 of funds made available pursuant to section 203 of this Act may be 
advanced to countries covered by said sections in return for equivalent amounts 
of the currency of such countries being made available to meet local currency 
needs of the aid programs in such countries prseuens to agreements made in 
advance with the United States: Provided, That exeept when otherwise pres- 
cribed by the Administrator for Mutual Assistance as necessary to the effective 
accomplishment of the aid programs in such countries, all funds so advanced 
shall be held under procedures set vut in stich agreements until used to pay for 
goods and services approved by the United States or until repaid to the United 
States for reimbursement to the appropriation from which drawn. 

(c) In order to assist in carrying out the provisions of this Act, not to exceed 
$50,000,000 of funds inade available under the authority of this Act may be used 
to acquire focal currency for the purpse of inercasing the production of materials 
in which the United States is deftcicat. 


TITLE TI—MISCELLANEOUS PROVISIONS 


Src. 301. The Administrator for Mutual Security Assistance so long as funds 
epprovelated for the purposes of this Act continue to be available for obligation, 
shall transmit to the Congress reports covering cach six months of operations in 
furtherance of the purposes of this Act, except information the disclosure of which 
he deems incompatible with the security of the United States. The first such 
report shall cover the six-month period commencing on the date this Act becomes 
eficctive. pcponts provided for under this section shall be transmitted to the 
Secretary of the Senate or the Clerk of the House of Representatives, as the case 
may be, if the Senate or the House of Representatives, as the case may be, is 
not in session. 

Src. 302. Whenever, in connection with the furnishing of sssistance in further- 
ance of this Act— 

(1) use within the United States, without authorization by, the owner, 
shall be made of an invention, or 
(2) damage to such owner shall result from the disciosure of information 
by reason of acts of the United States or ils officers or employees, 
the exclusive remedy of the owner of such invention or information shall be by 
suit against the United States in the Court of Claims for ressonable and entire 
compensation for unauthorized use or disclosure. In any such suit the United 
States may avail itsclf of any and all defenses, general or special, that might be 
pleaded by any defendant in a like action. In addition, in any suit for damages 
or use or disclosure of such information, any written description, model, drawing 
or other recorded teaching in the files of any department or agency of the Gove 
ernment, which— 
(1) has a provable date before the disclasure to the United States by the 
owner thereof of the information upon which the suit is based, and 
(2) constitutes a sufficient steceription of the information disclosed upon 
which the suit is based to cnable others (o practice or employ such informa. 
tion, unless such teaching consists of information obtained dircetly or in- 
directly from the owner of the information upon which the suit is based, 
shall constitute &@ complete defense for the Government provided by law, such 
teaching shall not impair the property in such information, 

{c) Before such suit against the United States bas been instituted, the head of 
the appropriate departmer{ or ageney of the Government, woich has Girnished 
military assistance in furtherance of the purposes of this Act, is authorized and 
empowered (o enter into ¢n agreement with the claimant, in full settlement and 
compromise of any claim against the United States hereunder. 

(d) This section shall not confer a right of action on anyone or his successor or 
assignee whe, when he makes such 4 claim, is in the employment or service of the 
United States, or who, while in the employment or service of the United States, 
discovered, invented, or developed any invention or information on which such 
claim is based. 

{c) The term “invention” means an invention covered by a patent issued by 
the United States. 

(f) The term “information” means information originated by or peculiarly 
within the knowledge of the owner thercof and those in privity with him, which és 
not available to the public and is subject to protection as property under recog- 
nized legal principles. 

Src. 303. The proviso in the first sentence of section 403 (a) of the Mutual 
Defense Assistance Act of 1949, ax amended (22 U. S. C. 1574 (d)) is hereby 
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amended to read as follows: “Prorided, That after June 30, 1950, such limitation 
shall be increased by $250,000,000 and after June 30, 1951, by an additional 
$450,000,000”’.. 

Sec. 304. Section 414 of the Act for International Development (22 U. S.C. 
1557 (1)) is amended by inserting between the words “Act” and “until, the 
words ‘'for a period to exceed three months”. 

Sec. 305. Assistance to any nation by means of funds authorized under this 
Act may, notwithstanding the date specified in section 122 of the Economic 
Cooperatlon Act of 1948, as amended (22 Us 8S. C. 1520), continue, subject to 
the provisions of this s\ct, as long as such funds remain available for such assist- 
ance, unless sooner terminated in accordance with the requirements of section 


110 of this Act. 
Src. 306, Section oo (e) of the Mutual Defense Assistance Act of 1949, as 


- amended (22 U. S. 580), is hereby amended by adding in the first proviso 


thereof, after the words “of which it is a part’, the words “orin United Nations 
collective security arrangements and measures’, and by changing the figure at 
the end thereof to $500,000,000". 

Sec, 307, Whoever offers or gives fo anyone who is now or fn the past two years 
has been an cinployce or officer of the United States any commission, payment, 
or gift, in connection with the procurement of equipment, materials, or services 
under this Act, and whoever, being or having been an employee or officer of the 
United States in the past two years, solicits, accepts, or offers to accept any such 
commission, payment, or gift, shall upon conviction thereof be subject to a fine 
of not to ex $10,000 or imprisonment for not to exceed three years, or both. 


STATEMENT OF ROBERT EMMET RODES, WASHINGTON, D. C. 


Colonel Ropes. I would like to go over it, because F think some of 
the things in it might bring out questions; at least I hope they will. 

Chairman Ricrarps. Colonel, where co you live?. 

Colonel Ropes. 1 live in Now York City at the present time. 

Chairman Ricuarps. I thought you lived in North Africa. 

Colonel Ropes. I have a business over in North Africa, or I did 
have until the State Department arranged for mo not to run it any 
more. 

Chairman Ricnarps. So you camo to New York City? 

Colone! Ropes. No, sir; t came to Washington, thinking that if I 
told what I knew, it would take about 2 weeks to have someone fix our 
problem up. 

Chairman Ricwarps. And that is what you are here for, to tell 
what you know? 

Colonel Ropes. That is correct. 

Chairman Ricwarps. What relation has that to the bill we have 
before us? 

Colonel Ropes. This trouble first started when ECA started, and 
the French Government found that thoy could uso United States 

ublic dollars to do what was being done with private dollars. That 
is the relation to the bill. 

What I am hoping is that legislation which was passed last year to 
end that, and was set aside by the Department of State on two different 
occasions, will be passed in such a way this P hie that it can’t possibly 
be set aside, and that no loophole will be found in it that will allow 
the Department of Stato to do the sort of thing that thoy have done 
with legislation, to your knowledge, in the past year. 

Chairman Ricnarps. In other words, you want safeguards in tho 
bill to prevent the things that are being done in Morocco to American 
citizens? { 

Colonel Ropes. Yes, sir. To American citizens—— 
Chairman Ricuarps. Now, you mean? 
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Colonel Ropes. Yes, sir; and to the United States, and to our laws, 
and to our Constitution. 

Chairman Ricnarps. All right, sir; go ahead. 

Colonel Ropes. Well, first, I would like to say this: that at the 
present time I am carrying out a tour of active military duty in 
connection with my Reserve status. I am a lieutenant colonel in the 
Engineer Reserve. 

was asked by the Army, since it is stated here that I'am a colonel, 
to stato that I am here in an entircly private capacity; and that 
nothing that I may say here has any connection with the Army or 
anything except my civilian activitics. 

hairman Ricuarps. How long is your tour of duty to be? 

Colonel Ropes. My tour of duty will be 3 months; a month longer, 
now. 

Morocco is a sovereign nation under tho rule of a Sultan. The 
Sultan of Morocco agreed by treaty in 1836 to accord the United 
States equal treatment with any other nation and guaranteed an open 
door for our trade. In 1906, Morocco signed the Treaty of Algeciras 
with 12 other nations, including the United States and France. All 
signatory nations, their trade and their citizens, have equal treatment 
under this treaty. Each of the signatories promises to honor this 
equality and recognize Morocco’s previous treaty commitments, 
including the 1836 United States-Moroccan treaty. The Algeciras 
Treaty also fixcs customs and tax rates and procedures, and forbids 
monopoties. 

In 1912, France entered into a protectorate agreement—Treaty of 
Fez—with the Sultan which gave both nations certain advantages 
but did not alter either the Sultan’s sovereignty or the treaty status 
of other nations. 

In 1917, as a friendly gesture to our ally, we recognized the pro- 
tectorate. The recognition terms stipulated that American rights in 
Morocco would be unchanged and stated that only the United States 
Senate could alter them. France accepted theso terms “with satis- 
faction”? and “‘sincere appreciation.” : 

France subrogated, to Spain, protectorate rights over the northern 
portion of Morocco. A small portion around Tangicr already was 
under international political rule. 

None of these arrangements changed the status of Moroccan trade 
or customs as defined in the Treaty of Algeciras. The United Nations 
found, in 1950, that: 

The customs status of Morocco is based on the following principles: Freedom 
of trade, and equal treatment among al! countries (the act of Algeciras), customs 
unity within the entire Sherifian (Moroccan) Empire and uniform customs tariffs 
for all nations; however, the duty on imports cannot exceed 10 percent ad vatorem 
(p. 118, vol. II, United Nations Report on Non-Self-Governing Territories, Lake 

uccess, 1950). 

That is extremely clear. It always has been generally admitted 
by the French and our State Department. In discussions of trade 
possibilities in Morocco, the Department always advised Americans 
of our treaty-guaranteed equal-trade privileges, of business opportu- 
nities and of treaty prohibitions against unequal taxes and customs. 
A number of Americans went into business in Morocco after World 
War II. They included many veterans who had served in Morocco, 
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had seen an opportunity there and returned with agencies for Ameri- 
can firms. 

In 1947, the French became jealous of this group and decided to 
drive them out, setting aside every treaty reuanient in the process. 
Every possible administrative trick was used. Special customs and 
taxes were levied. French concerns received illegal monopolies. In 
1948, nn embargo and a free list of United States goods were pub- 
lished. Products which enter freely usually are controlled by French 
agents or cartels. Those sold in free competition are embargoed. 
Exports to America were curbed and now are at-an all-time low; in 
spite of the fact that Moroccan exports are about 400 percent over 
prewar, those to the United States are just a little bit below prewar. 
The reason is that they can get dollars free, and to get other cur- 
riencies they have to give merchandise. . 

French cartels, which never were legal in Morocco and which 
France agreed to end, in the Byrnes-Blum pact of 1946, were given 
special privileges, even in the use of United States funds. 

The Department of State admitted these abuses. It protested 
them until Mr. Acheson became Scerctary After that, it decided 
that some of them were “justified by Morocco’s dollar shortage.” 

Each time legistation to remedy the abuses became imminent, how- 
ever, the Department made profuse assurances that negotiations to 
remedy them were under way. None of these “negotiations” has 
brought results. 

The Senate passed an amendment to last year’s ECA Extension 
Act which denied counterpart funds to “any recipient country so 
long as any dependent area of such country fails to comply with 
any treaty between the United States and such dependent area.” 
The amendment also stipulated that: 

The terms of any treaty to which the United States and any participating 
country are parties shall remain in full force and effect until supe ed by a new 
treaty, ratified by the Senate, unless prior thereto it expires by its own terms, 

The Department of State and the ECA Administrator assured the 
conferces that new “consultative machinery” would make the amend- 
ment unnecessary. 

I think, Mr. Chairman, vou remember that. You were on that 
conference which was told that new “consultative machinery” would 
make the amendment unnecessary. The Connally amendment was 
adopted instead. If it had been applied honestly, several of the 
abuses would have been ended. Here is a draft of a memorandum 
which was discussed in the Department of State as action that might 
be taken in consequence of the Connally amendment. In my opinion, 
it was justified by the amendment. I do not know whether a similar 
memorandum was sent out. If it was, it was entirely without result. 
I think that that would be very enlightening, and I would appreciate 
it if it could be put in your record. 

Chairman Ricuarps. What was that document that you wanted 
to put in the record? 

olonel Ropes. This memorandum here. After the Connally 
amendment was passed, the amendment with which you are familiar, 
a discussion took place in the Department of State as to what action 
should be taken—this was a rough draft discussed as a memorandum 
which should be sent to our Minister at Tangier in connection with 
the Connally amendment. 
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Chairman Ricwarps. Was it sent? 

Colonel Ropes. I do not know. 

Chairman Ricwarps. Was it adopted? 

Colonel Ropes. I donot believe it was. If it was, it did not achiove 
ai! results. 
ag ema Ricwarps. I cannot see why that should go in the 

Dy e 

Colonel Ropes. All right, sir. 

Two months later the Senate Appropriations Committee learned 
that the “consultative machinery” was not working and that no action 
whatever had been taken or would be taken on the Connally amend- 
ment except to protect our oil interests in Britain. The committee 
reported out an amendment to force treaty compliance. 

he Senate considered the following memorandum: 


Morocco AMENDMENT—H. R. 7786 
(P. 448, line 25, of bill) 


This amendment withholds ECA funds from France if after November 1, 1950 
French Morocco continues to Siereaere her United States treaties. 

A similar amendment to the ECA authorization asserted in addition that 
treaties with ECA recipients could be altered only with Senate ratification. It 
was defeated in the House by 18 votes but f the Senate. It was defeated 
in conference when the conferees were told that “consultative machinery” in 
Morocco had cured the situation and that the Connally amendment would be 
invoked if the new arrangement should fail. 

Americans in Morocco, their trade organizations and their American Legion 
post insist that there has been no improveinent and that conditions are worse 
thanever. This is partially confirmed by the State Department itself in its report 
of June 6, 1950 to the Appropriations Committee (p. 261 hearings report): 

“Qur consul at Rabat has done an excellent and conscientious job in bringing 
about such solutions as are possible from the consultative meetings. The admin- 
istrative tactics of the French officials, however, continue to delay the results and 
to multiply the minor discriminations * * * the consultative machinery has 
not been successful in solving larger problems touching French policy * * *.” 

The Moroccan difficulties gan when French officials launched a campaign to 
drive about 40 independent American businessmen, mostly veterans, out of 
French Morocco. : 

The success of this campaign required the nullifying of treaties which guaranteed 
Americans trading equality; forbade monopolies; limited taxes and customs and 
prescribed methods of assessment—in short, made the usual colonial favoritism 
and corruption irpossible. Recent French acts demonstrate the wisdom of these 
treaty provisions and the necessity of preserving them. __ - 

Previous French attempts to set treaty terms aside had always been resisted 
by the Department of State, which prior to 1949 insisted that such action would 
require Senate approval. ven in the early part of 1949, the present campaign 
was protested by the Department and Americans were promised full redress. 

ter 2 yeara of determined French refusals to its demands, the Department 
adopted the line of feast resistance ard sought excuses for French anti-American 
acts. The general excuse advanced is “Morocco’s dollar shortage.” 
cannot be even vaguely connected with any bay violations except import 
embargoes, and these have actually hurt Morocco's dollar position, 

The embargoes began in January 1949, supplanting free competition begun in 
March 1948. They raised Morocco’s dollar imports to an almost record high, 
lowered her dollar exports toa postwarlow. The real effect was to transfer dollar 
trade from the United States and American traders to foreign countries and 
Frenchmen. While foreign nations’ share of Morocco’s dollar trade more than 
doubled, that of the United States decreased 35 percent. The embargoed pred 
ucts were selected solely because Americans had successfully dealtinthem. ‘Thus, 
DDT, cotton textiles, and refrigerators are banned, while unlimited dollar pur- 
chases of tea, radios, and cigars are permitted. | 
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Assistant Secretary of State Gross wrote last year: 

“The Department has repeatediy recognized that American businessmen have 
specific legitimate gricvances that should be remedied” (Congressional Record, 
August 4, 1949, p. 10975). 

Among gricyances still outstanding are: Taxes and customs described by the 
Department variously as “illegal,” “arbitrary,” and ‘‘discriminatory,” have not 
been repaid, although ah } has been promised by the Department for over 2 
rears. Illegal seizures in kind, and taxes which the Department told Americans 

‘you are in no way required to pay” still continue. French cartels and other 
treaty-forbidden monopolies are becoming more powerful. A decree limits all 
bus operations by Americans to 320 seats, while their French competitors are 
granies unused licenses for thousands of seating capacity. Embargoes which the 

epartment formally wrote the Moroccan Government it would not accept, 
prevent export of many products to the United tates. An ever-increasing list 
of countries are given preference over the United States in two-way trade with 
Morocco, despite treatics to the contrary. Among these are Argentina, Bulgaria, 
Czechoslovakia, Egypt, Hungary, and Spain, all of whom have bilateral agree- 
ments with Morocco which give them a preferred position over the United States. 

If the Department intended to act under the Connally amendment, it would have 
done so 3 months ago when the amendment was passed. _ If it were in good faith 
in insisting that its heretofore futile measures will cure the Morocco situation, it 
should have no objection to the present amendment which becomes effective only 
if, by November 1, 1950, all other measures have failed. With the time already 
eloped it will have had 6 months in which to fulfill its most recent promise to 
end Moroccan abuses. 


(hairman Ricnarps. As I remember it, you were opposed to the 
Connally amendment. 

Colonel Ropes. I was, because I did not believe that anything that 
ale the Department of State any discretion would be carricd out. 

f a statement of the sense of Congress were to have results, Congress 
certainly had stated it the year before. They had not stated it in as 
formal a manner, but they certainly stated it. The joker in the 
Connally amendment was that the Department of State would have 
to certify to ECA that abuses were going on. The Department merely 
refrained from certifying. The ECA Administrator said if he received 
such a certification, he would act; but the Department of State did 
not give the certification. 

Identical promises of redress have been made by the State Department for over 
a year, each time legislation was pending. Now, for the fourth time—still quotin 
the statement mads last year to the Sonate —it seeks to avoid an unequivoca 
congressional mandate requiring action in Morocco. If it is successful, the situa- 
tion will continue to fester until new legislation is passed, 

The Senate voted by 43 to 29, and the conferees accepted, an amend- 
ment intended to-give France her option of observing the Moroccan 
treaties or of foregoing ECA aid. 

The Legal Division of the Department drafted a memorandum on 
treaty violations which was based, I beliove, in part on the following 
rough draft which I discussed with them on September 20, 1950. It 
was discussed with the Legal department of the Department of 
State, and at that time they stated no objection to it, in any of the 
facts stated init. This is a rough draft of suggested memorandum 
to the President; 

1, Amendment No. 476 to the General Appropriations Act of 1951 reads: 

Provided, ete. * * *, 

2. Pertinent terms of the principal treatles between the United States and 
Morocco are— . 

(a) The Treaty of Peace and Friendship of 1836 which provides—article XIV: 
“Commerce with the United States shall be on the same footing as that with the 
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most favored nation”; article NXNIV: “Whatever indulgence in trade or otherwise 
shall be granted to any of the Christian nations the citizens of the United States 
shall be equally entitled to them”; and article XVII: “[United States] merchants 
may buy and sell all sorts of merchandise but such as are prohibited to the other 
Christian nations.” 

(b) The Madrid Convention (1880), signed and ratified by 13 nations inctuding 
the United States, France, Spain, and Morocco, article 17 of which recognizes 
“the right to the treatment of the most favored nation’ as belonging to all the 
participating nations; 

(c) The general act of Algeciras concluded in 1906 by the same nations which 
established the principle of the ‘‘open door” and “economic liberty without in- 
equality” (for all signatory nations); recognizes all previous treaties; prohibits 
concessions and monopolies unless established by competitive bidding: limits taxes 
and customs and sets up a procedure for the appraisal and assessment of the latter, 

3. In 1912 France, by the Treaty of Fez, concluded a protectorate arrangement 
with the Sultan of Morocco under which French personnel acting for and on be- 
half of the Sultan were to accomplish certain administrative reforms and France 
received the right to cary out all the Sultan’s negotiations with foreign nations, 
In 1913 France delegated its protectorate arrangement to Spain for the portion 
of Morocco now known as the Spanish zone. 

4. In 1917 the United States recognized the French protectorate with full res- 
ervation for all rights and privileges acquired under previous treaties, which 
France, under the act of Algeciras was committed to respect. The United States 
has never recognized the Treaty of Fez nor the separation of the Spanish and 
French zones of Morocco. Our policy has always been to consider Morocco as a 
single autonomous country under the rule of a Sultan. 

5. Since the inception of the protectorates France and Spain have repeatedly 
attempted to derive commercial and economic advantage from their status as 
protectors. The United States has always op their efforts as being con- 
trary to the terms of the foregoing treaties and beyond the letter or the intent of 
our recognition. (An excellent summary of the United States position begins on 
p. 488, Foreign Relations, 1929, vol. If) 

6. In determining which acts of the Moroccan Protectorate constitute failures 
to comply with treaties between the United States and Morocco, it would appear 
that present consideration need be given only to violations for which evidence 
has been received and with respect to which complaints have been lodged with the 
Department and which were bases of complaints that led the Senate Appropria- 
tions Committee to recommend the legislation under discussion, Such violations 
are 

(a) Maintenance of monopolies or limitation of free competition in trans- 

rtation, and in trade through cartels or otherwise. Such arrangements are 

n direct contravention of the principle of “economic liberty without in- 
equality.” They have the effect of giving a favored position to French 
nationals. The transport monopolies are patent violations of ‘the anti- 
monopoly provisions of the act of Algeciras. Apart from the Moroccan 
treaties the United States has always opposed the carte) system and France 
agreed to give it up in article 4, paragraph 3, of the Byrnes-Blum pact. 
Treaty compliance should include the admission of the unrestricted right of 
any American to enter, expand, and freely compete in any business in Morocco 
for which monopolies are not granted in full compliance with treaties. 

(b) Certain “consumption taxes,’ notably those on lubricating oll and 
tires, were increased unilaterally in 19418 when 90 percent of these two prod- 
ucts were furnished by the United States. They are in effect an Increase in 
customs duty. No product imported principally from France pays a similar 
tax. Even luxuries such as jewelry, furs, and leather goods pay only the 
regular 12}; percent duty fixed by treaty. This tax has been protested by 
the United States since early in 1948 and in September of 1948 the United 
States diplomatic agent was informed by the chief of the Moroccan Diplo- 
matic Cabinet that its collection would cease and that sums paid by Ameri- 
cans on the two products would be reimbursed. This was not done. Cessa- 
tion of these taxes and their reimbursement are essential to treaty compliance. 

(c) According to the act of Algeciras customs are to be based on valuations 
determjned on an annual or semiannual basis and publicized in advance. 
The French zone of Morocco makes local appraisals at the time of arrival. 
In many cases such appraisals were on 4 dual basis of valuation which would 
have been {mpossible if treaty provisions had been observed. The result was 
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that Americans often paid substantially more than their French competitora 
for identical or similar products. Compliance with the act of Algeciras would 
include reversion to appraisals according to its terms and reimbursement to 
Americans of overcharges resulting from dual standards of appraisal. The 
act also provides that importers dissatisfied with evaluations may settic 
customs charges by ceding one-cighth of their produet. Compliance with this 
provision should be required. It now is refu-ed.”’ 


In that connection, I imported merchandise into Morocco at $48 
a ton and it was assessed $250 a ton. IF made a formal protest to the 
consulate, but only half of the merehandise had been taken out of the 
dock. They immediately ussessed the other half $500 a ton and told 
me they did not like my attitude. 


(d) Importers ef refined sugar are forced to cede 50 percent of their im- 
ports at a loss to the Government who in turn sells it to the sugar cartel. 

his is an inerease in custom duty fixed by the act of Algeciras. It gives 
additional protection to cartel members who own tocal refineries and permits 
the cartel to maintain prices which are substantially above world market 
prices. 

In that connection, the Communists in Morocco were saying for a 
long time that the United States and the French sugar cartel had 
arranged for Moroccans to pay twice the world price for sugar. It 
was the only piece of Communist propaganda that I ever saw that 


was entirely accurate. 
’ 


Similar cessions were required during 1948 and a part of 1949 for coffee and 
tea. <All cessions should be abandoned and importers should he justly re- 
compensed for those previously required, as a part of treaty compliance. 

() Morocco now places restrictions on export and import trade with the 
United States which do not apply equally to trade with France aud all other 
nations. Such inequality is contrary to the mo:t-favored-nation terms of all 
three treaties and to articies XVIP and XXIV of the treaty of 1836. The 
Department in its arzuiuent against the amendment infortned the Senate 
Appropriations Committee that “The treaty of 1836 requires equality of 
treatinent to trade between both France and the United States. This means 
that purchase: in the United States for dollars may not be more restricted 
than purchase: in France for frances.” These remarks apply equally to 
exporis. All of the restzictions should be abandoned in order to comply 
with the treaties in question. 

(f) France required Morocco to maintain free convertibility at parity of 
its currency with that of France. While the end result of this arrangement Is 
a preferential arrangenint for French trade and investments it is not neces- 
sarily in itself a treaty violation. However, Morocco sheuld be informed that 
eases fu which United States citizens or trade are placed at a disadvantage 
which is contrary (> th? orinciple of couplete equality, the de facto linking 
of the two currencies will not be admitted as a valid reason for such dis- 
advantage. 


That linking of the two currencies was one of the most unjust 
things that I ever saw. 

a e Vorys. You do not claim it was a violation of the treaty, 
though. 

Colonel Ropes. I do not claim that but in its implementation, if it 
is used as an excuse to make a difference in trade, then it docs become 
a treaty violation. What actually happened was that when Morocco’s 
currency had about !0 times the intrinsic value of that of France, 
when Morocco had a balanced budget and virtually no debt, France 
suggested that the two currencies be linked at parity. The Sultan 
of Morocco, who has sole logislative authority in Morocco, refused to 
sign the decree, but the French enforced it anyway, as a simple fiat 
that has absolutely no tegal right of existence. 
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However, the final decision was to evade the law. The following 
statement shows how this was done: 


STATEMENT ReLativE To CONTINUANCE OF Economic ASSISTANCE TO FRANCE 
AND OF VIOLATIONS OF UnitEep States TREATIES BY Morocco 


Public Law No. 759 denies economic assistance funds to “any nation of which 
a dependent area fails in the opinion of the President to comply with any treaty 
to which the United States and such dependent arca are parties.” This was 
intended to end violafions of United States treaties by the French protectorate of 
Morocco. Before passing this proviso, both the Senate and the committee of 
conference considered and disagreed with the Department of State’s claims that 
the treaties had been altered by Executive acts and that certain of these acts had 
Aapilen congressional approval. ! 23 

“rance instituted suit in the International Court of Justice to establish that 
compliance with the Moroccan treaties should not be required. Her case is based 
primarily upon the arguments which the Department of State advanced to 
Congress and with which Congress disagreed. 

One French contention is that the United States recognition of the French 
protectorate over Morocco gave special privileges to French organizations and 
trade in that country. The recognition was a purely executive act. It made 
full reservation for United States treaty rights, stating that they could not be 
changed without advice and consent of the Senate. 

Furthermore, the recognition was without quid pro quo for the United States. 
It was purely a friendly gesture to bolster French morale and international prestige 
in her trying days of early 1917. Its terms were “accepted with satisfaction 
enhanced by the motives which inspired them,” by Ambassador Jusscrand, wee 
also expressed his Government’s “sincere appreciation of the decision of tho 
Government of the United States to recognize our protectorate in Morocco” 
and added: “The terms in which you were so good as to notify it to us enhanced 
the value of this token of good will and my Government is confident that the 
traditional and sincere friendship between our two countries will be increased 
by this recogaition.’’4 

France now contends to the Court: 

“Since the Government of the United States has recognized in a formal manner 
the protectorate of France over Morocco by the notes of January 2 and October 
20, 1947, the Government of the French Republic could not admit claims which 
would in fact have the result of preventing it from fulfilling the mission which it 
has assumed.” ¢ : 

A similar French claim was effectively opposed by the United States in 1929 ina 
note ? which recalled all of the circumstances and terms of the conditional recog- 
nition of the protectorate and which concluded: . 

“It is obvious from a icles of the above documents that the United States 
merely extended political recognition to the French protectorate over Morocco 
leaving the question of a possible modification of its treaty rights, which would 
require ratification by and with the advice and consent of the United States Senate, 
for future negotiations between the two governments and it is equally obvious 
that the distinction was clearly underst by the French Government. It need 

sherdly be remarked that no such negotiations have ever been carried out or 
ta : 

“In consequence, it iz apparent that the treaty rights of the United States in 
Morocco remain as defined in the Act of Algeciras an previous treaties.” 

The Department of State has announced that the President will not make & 
determination relative to treaty compliance by Morocco and will continue French 
aid until the Court renders its verdict. By stipulation between the United States 
and France, this will require at least until November 1951." The arrangement 
between France and the Department of State nullifies the appropriation restriction 
which was clearly intended to give France her option of foregoing United States 


' Renate Appropristions Committee Hearings on Foretgn Ald for 1951, pp. 257-264. 

* Congr Record, July 31, 1950, pp. 11512, 11513. 

§ Statement by the Department of State and ECA on the Hickenlooper Amendment (Undated. Circu- 
ted to Committee of Conference on A e 

4 State Department Press Release No. i1ki, dated October 27, 1950. 

bs Foreign tions 1917, vol. 3, p. 1083. 


See Rote 4. 
: Foreign Receions 1929, vol. 3, p. 483 and following. 


France and the United States in the World Court," by Richard Young, editor in chief, American Bar 
Association Journal for March 1951, p. 228. 
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economic assistance or of ceasing treaty violations in Morocco of which Americans 
had complained. 

The Department of State justifies its position by claiming that the United 
States is committed to the mandatory jurisdiction of the International Court of 
Justice. The adherence of the United States to the mandatory jurisdiction of 
the Court specifically excepts ‘disputes arising under & multilateral treaty unless 
all parties to the treaty affected by the decision are also partics to the case before 
the Court.’ " This cleally would avoid mandatory jurisdiction in any suit by 
France alore, arising out of the Act of Algeciras, a multilateral treaty, Further- 
more, France's own adherence to the Court’s jurisdiction, on Feburary 3, 1949, 
specifically excluded consideration by the Court of situations arising prior to that 
dat . This would have permitted the United States to refuse the Court’s con- 
sideration of Moroccan treaty violations which began in 1917," 

The United Nations states that: 

“The customs status of Morocco is based on the following principles: Freedom 
of trade and equal treatment Snot all countries (the Act of Algeciras), customs 
unity within the entire Sherifian (Moroccan) Empire and uniform custorns tariffs 
for all nations; however, the duty on imports cannot exceed 10 percent ad 
valorem.”? 8 

The Department of State admitted to the Senate Appropriations Committee 
that “The United States enjoys certain rights in Morocco, including * * * 
most-favored-nation treatment for United States commerce and ‘economic liberty 
without any inequality,’ ’’ and stated further, ‘The Treaty of 1836 requires 
equality, of treatment to trade between Morocco and both France and the United 

tates. 

Moroccan acts complained of by Amcricans are violations of the foregoing 
rinciples, to which the United Nations and the Department of State both find that 
rance is bound. 

Treaty compliance would include cessation of all attempts to place French trade 
on a more favorable basis than that of the United States in Morocco; climination 
of favored positions enjoyed by French cartels and other French-owned monopolies 
forbidden by the Act of Algeciras; collection of customs as prescribed by the 
Act of Algeciras and refund of sums collected in contravention of its terms. 

The special restrictions on United States trade and unauthorized methods of 
customs sppralesl are not practiced in the International Zone of Morocco (Tangier) 
It follows that they could not be continued effectively without the customs barrier 
which France maintains between the two zones, despite the treaty requirement of 
empire site customs unity. 

tis apparent that France in instituting her suit had the fullest cooperation of 
the United States Department of State and that this cooperation was the Depart- 
ment’s method of continuing a situation which the Department had defended 
before Congress and against which Congress legislated. ‘This persistent attitude 
in the State Department and the apparent inaccuracy of its statement as to ite 
commitment to accept the Court’s jurisdiction justify doubts as to whether the 
Department will effectively protest the interests of the United States in preparing 
its defense and whether it will seriously attempt to pring Bbout the complete treaty 
compliance to which the United States is entitled and which should be relinquished 
only by a renegotiation of the treaties in question with advice and consent of the 
Senate as required by the Constitution. 

The French suit does not claim and, if successful, will not establish that there is 
full comptiance with all terms of United States-Moroccan treaties, the sole condi- 
tion which entitles France to United States ald. 


Colonel Ropes. Footnote No. 9 is particularly pertinent to the 
subject. It establishes that treaty violations which have been pro- 
tested by the Department of State are continuing, that the Depart- 
ment of State gave its full assent to the French suit prior to its filing, 
and that the United States could if it wished avoid the Court’s man- 
datory jurisdiction. 

What I would like to say very briefly is that this law which was 
passed stated very bluntly that there would be no economic aid for 

See footnote 4. p. $40. 

118, Doc, 123, 1 156, 

1 Ualted Nations Re on Non-Self-Governing Territories, 1950, vol. I], p. 18 
M4 Seo footnote Ir p. BO OP nae 
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any country of which a dependent area fails to comply with treaties 
of the United States. In conference the words “in the opinion of the 
President” were Placed after “fails’’ because somcone had to deter- 
mino the facts. The Department of State then arranged with France 
at the last minute, after some more of the usual negotiations which 
never have any results, that Franco would bring its suit against us 
in the International Court of Justice, the first time we have ever been 
sued there, to establish that the treaties which had bound the two 
countries for a long time should not be enforced. They decided that 
until the International Court of Justice had rendered its decision, 
they could not determine whether these treaty violations, which they 
were on record as having protested time after time, actually existed 
and that France would get aid just as if no legislation had ever been 
passed. That is the status at the present time. 

I have pointed out the Department of State’s double-dealing in this 
matter. I have a letter here which I wrote to Senator George on 
this. 

Chairman Ricuarps. You consider it a part of your statement? 

Colonel Ropes. Yes, sir; I do. 

Chairman Ricuarps. Without objection that will be inserted in the 
record. 

(Letter referred to is as follows:) 


May 1, 1981. 
Hon. Watter F, Geonce, 
Chairman, Senate Finance Committee, 
Washington, D.C. 


Dear Senator Georce: I have often claimed that certain State Department 
decisions cannot be justified by facts, and have given data indicating that the 
Department resorts to untruths in attempting to explain such decisions, 

example is in recent testimony of Mr. Winthrop Brown before yout com- 
mittee, found on pages 1201 and 1202 of volume II of your hearings. This un- 
equivocally refutes previous statements made by the Department {n attempting 
to justify its refusal to comply with an appropriation restriction which, in effect, 
gives France the option of abiding by certain United States treaties or of giving 
up United States economic assistance. The Department arranged for France 
to sue the United States at The Hague and to continue aid until the Court reaches 
a decision. 

In justification, the Department stated that ‘The United States Is committed 
to submit to the compulsory jurisdiction of the Court in cases of this re” 
(Quoted from State Department Press Release No. 1111 of October 27, 1950, 
culated to interested members of the Senate as well as to the press and the public.) 
I pointed out that ‘The declaration (ratification) accepting World Court juris- 
diction excepts ‘disputes arising under a multilateral treaty unless all parties to 
the treaty affected by the decision are also partics to the cAse before the Court’ 
(8. Doe. 123, 1946, p. 156)" and that ‘Since all signatories of the Act of Algeciras 
are affected and only France and the United States are parties to the suit, we are 
not required to submit to the Court’s jurisdiction.” 

Under Secretary Webb was even more emphatio in his letler of November 28, 
1950, to the Commerce and Industry Association of New York, in which he 
stated: ‘It should be noted that the United States is subject to the compulsory 
jurisdiction of the Court in cases of this kind and that the French action in sut- 
mitting an application to the Court leaves the United States with no alternative 

-but to agree to this means of settling the dispute.” This letter was reproduced 
and fs currently being distributed with other material “explaining” the Depart- 
ment’s decision In the Morocco case: ; 

Ip the March issue of the American Bar Association Journal its editor {n charge, 

Richard Young, indicates that the State Department contention inay be chal- 
lenged on @ second score, He states: . 

‘In thus acceding to the proceedings at The Hague, the United States showed 

no desire to take advantage of a possible loophole in the compulsory jurisdiction 


of the Court asserted by France. France, In accepting that jurisdiction by a 
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declaration ratified on February 3, 1949, excluded therefrom disputes arising 
from facts or situations existing prior to that date. The United States tnight 
conceivably have claimed that under this exception proceedings could not have 
been instituted against France on the Moroccan question, as a situation existing 
rior to February 3, 1949; and that therefore, for lack of the reciprocity required, 
‘rance could not hold the United States bound on the Moroccan question under 
the United States’ acceptance of compulsory jurisdiction.” 

The Department’s Statement to your committce, submitted by Mr. Brown, 
supports both Mr, Young’s findings and my own, in the following excerpts: ‘the 
United States of America recognizes as compulsory ipso facto and without =pecial 
agreement, in relation to any other state accepting the same obligation, the 
jurisdiction of the International Court of Justice = * 

“This declaration accepting compulsory jurisdiction * * * specified that 
the declaration should not apply to—‘* * * (c¢) disputes arising under a 
multilateral treaty, unless (1) all parties to the treaty affected by the decision 
are also parties to the cass before the Court * * * 

“The GATT is a multilateral agreement. Hence, under reservation (c) the 
United States would not be obliged to accept the Court’s jurisdiction untess all 
parties to the GATT affected by the decision were also parties to the case before 
the Court, or unless the United States specially agreed to the Court's jurisdiction.” 

TL hope that you and your colleagues will bear this example in mind in evaluating 
more involved, less easily checked, statements issued by the Departinent. 

Yours sincerely, 
RopnertT Eset Ropes. 

Colonel Roprs. This World Court scheme is 4 grave threat to our 
constitutional system. If the Court can determine that the United 
States is bound y State Department acts which conflict with treaties, 
obviously it can determine that such acts are binding when no treaty 
exists. This means that the Department of State can commit the 
United States by writing a simple note to a foreign government, 
letting the Government bring suit at The Hague to enforce the note, 
and making a weak defense of the suit. The result can be a binding 
court decision which can bring United Nations sanctions on the 
United States if it is not carried out. A simple diplomatic agreement 
might acquire the force of domestic law without any legislative body 
having passed on it. : ; 

Here is a report by the Senate “watchdog” committee, entitled 
“Violation of United States Treaty Rights in Morocco,” and ‘‘sub- 
mitted in the belief that the Senate will find it useful in case it de- 
cides that tho will of pongrce should be carried out.” It refutes the 
contention that “dollar shortage” caused the treaty violations or is 
improved by them and finds that “this manner of circumventing the 
will of Congress appears to be highly irregular.” This is already in 
public print and I would like to lcave it just for your files. 

ean Ricuarps. You refer to it in your statement, do you 
not 

Colonel Ropes. Yes, sir. I would like to leave it for your files. 

Chairman Ricuarps. That will be done. 

Colonel Ropes. I believe that all of you feel that the Department 
of State and France are proving more stubborn in this matter than 
its intrinsic importance warrants. That is undoubtedly correct. 

_ There are two factors involved. Once is colonialism, and tho other 
is socialism. ; 

France keeps indigenous populations of her colonial areas in a low 
economic state. ‘This permits her to use cheap, ignorant colonial 
labor to produce cheap raw materials for French industries. She 
makes them buy French manufactured goods at inflated prices. She 
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also is increasing her nationalization in industry and mines and many 
other social schemes. 

Tho free competition which Moroccan treatics guarantee threatens 
the colonial system. Inevitably it will result in an unequivocal com- 
parison of free enterprise in Morocco with regimentation, socialism, 
and near peonage as practiced in France’s outright colonics. Neither 
France nor our Department of State want this. They have deter- 
mined to disregard Morocco’s legal independence and make her an 
outright colony. ‘(France already controls four times as much land 
per capita as we do. Why any American should help them inerease 
their holdings is hard to understand.) 

Although we aro supposed to oppose both colonialism and socialism 
the Department of State backs both of these practices for France an 
England. Incidentally, this procolonial attitude of the Department 
has lost us hundreds of millions of former friends. 

French officials now are trying the same tricks on our Army con- 
tractors and military personnel connected with our bases. Our State 
Department, dgain, is unable or unwilling to remedy the situation. 
Whether the Department is capitulating or negotiating the results aro 
always the same. 

This matter can be cured only in one way—by unequivocal legisla- 
tion which will make the Department act. This would be by two 
amendments: 

‘4, Any treaty to which the United States and any nation recipient of economic 
assistance authorized hereunder are parties shall remain {n full force and effect 
until superseded by a new treaty unless prior thereto it expires by its own terms. 

That is merely a statement of policy that a State Department 
official may not write a note which sets aside a treaty. 

Now, going to the basis of that, when treaties aro considered, 
the pros and cons, what we gain and what we give are weighed one 
against the other. If after that is done the State Department on its 
own may determine that the foreign nation need not give us what we 
have bargained for, or that we increase what we have agreed to 
give, then all of the conditions of ratification become valueless. You 
might just as well tell them in the first place to “go ahead and make 
your own deal, because you can change the deal any time you wish.” 

ey have actually done that in this case and France has based its 
suit primarily on a claim that the State Department by its simple 
notes has changed our treaties. 

Then the second amendment is as follows: 

2. If righta of United States citizens and trade in any depeneent area of an 
recipient nation are defined by treaties to which the United States and suc 
dependent area are parties— 
this sounds a little complicated, but it merely narrows it down to 
Morocco, without naming it— 
and if United States citizens have complained that such dependent area is failing 
to comply with such treaties and if the United States has made representations 
based on such complaints, tLen the recipient nation shall not be eligible for 
economic assistance hereunder until (a) the Secretary of State shall certify that 
the recipient nation and the dependent area are complying fully with such treaties 
and that the recipient nation has agreed to reimburse on or before January 1, 
1052, or not more than aixty days after the receipt of proper claims, amounts by 
which taxes and customs collected from United States citizens eu uent to 
’ January 1, 1947, exceed amounts which would have been collected treaty 
terms been observed and (b) that in making the certification required by (a) he has 
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assumed that the treaties in question as ratified by the Senate are in full force and 
have not been altered by any Executive act. The Administrator is authorized 
to release counterpart funds for the payments prescribed in (a). 

If you do this you will warn nations to treat our citizens fairly. 
You will teach them that no matter how successful thoy aro in brow- 
beating or hoodwinking our State Department, they still must deal 
with Congress and the American people. You will establish an oasis 
of freo enterpriso in a desert of regimentation and show the whole 
African Continent what our system can do. You will give a set-back 
to colonialism and to the prevalent belief among colonia! peoples 
that western success will mean a resurgence of the old system which 
has kept them down s0 long. 

Chairman Ricuarps. ‘Thank you, Mr. Rodes. I want to ask you 
one or two questions. What is your interest in this subject? 

Colone! Ropts. I have a business in Morocco and 1 know about 
35 people, most of them veterans, who went out there, as I did, and 
started export and import businesses, encouraged by the United 
States. Many of them started with the veterans’ preference that they 
had in buying export quotas. ‘They worked like the devil for 2 or 3 
years and got good businesses going, and then they had almost 
everything Tipo out, entirely illegally, just by a stroke of the pen. 

Chairman Ricuanps. When were you last in Morocco? 

Coloncl Roprs. I was last in Morocco in March of 1949. 

Chairman Ricuarps. Over 2 years. 

Colonel Ropes. That is correct. 

Chairman Ricnarps, You have a business there? 

Colonel Ropes. It is on ice. 

Chairman Ricuarps. What is the address of the business? 

Colonel Ropes. 2 Route de Bouscoura. 

Chairman Ricuarps. Do you have any property or financial 
holdings there other than that business on ice? 

Colonel Ropes. No, sir, I have not except a beach house, and a 
puonsat hut that is set up on a lot there. It is fixed up asa residence 
that I can use if I wish. I also have some moncy that is owing me, 
and I have about $20,000 in taxes and customs which the State 
Department told me to pay under protest which I did Rey under 
protest. Until recently I havo been promised periodically that I 
would get them back. 

Chairman Ricwarps. I believe the last time you appeared here 
was last June? 

Colonel Ropes. Yes, sir. 

Chairman RicHarps. You represented the American Trade Asso- 
ciation at that time. 

Colonel Ropss. Yes, sir. 

Chairman Ricuarps. What has become of that organization? 

Colonel Ropes. The American Trade Association has been merged 
at my advice with the American Chamber of Commerce. At the time 
that the American Trade Association was formed, three different indi- 
viduals whe were not Americans had the charter of the American 
Chamber of Commerce, which a member of tlie United States Chamber 
of Commerce sewed up in such a way that it could not be used. That 
situation was arranged after I got over here, and the American 
Chamber of Commerce, a member of the United States Chamber of 
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Commerce, exists. Thero is now no longer any reason for tho existence 
of the American Trado Association. 

Chairman Riciarps. What is the attitude of the American Cham- 
ber of Commerce in regard to your position? 

Colonel Roves. The attitude of the American Chamber of Com- 
mereo is very much for me. Asa matter of fact, they wrote a letter 
to tho President. protesting this whole matter, a letter lo the President 
outling their views of what would constitute treaty compliance, 
that should be required by tho Appropriations amendment. That 
more or less recommends the same tines of action that 1 proposed. 

I would be glad (o put that letter in the record. 

Chairman Ricuarpbs. Do you want to introduce any ovidence to 
tho effect that the American Chamber of Commerce supports your 
position here? 

Colonel Ropes. I would like to send you that letter to be placed 
in tho record, which shows that our position coincides. 

Chairman Ricuarps. They do not endorse your position, do they? 

Colonel Ropes. It would be difficult to say whether they do or 
not. I have no direct mandate from the American Chamber of 
Commerce; I have from two different officers of the American Chamber 
of Commerce who were former officers of the American Trado Associa- 
tion. 

Mr. Vorys. I think if the gentleman gets a letter it will speak for 
itself, rather than asking him to speak in advance as to what the 
letter would bo. 

Chairman Ricuanps. If you have a letter that supports yourcon- 
tention, we will be pind, without objection, to put it in the record. 

Colone! Ropers. Thank ‘you, sir. 

While wo aro at that, 1 would like to bring out this: That material 
has been circulated by the State Department to tho effect that tho 
American Chamber of Commerce did not support wy position. In 
doing that thoy quoted from a letter of July 11, which someone in tho 
Chamber of Commerce apparantly was induced to write when they 
had representatives out there who were promising that they wero going 
to get overythi arranged. They promulgated that around the end 
of November. Meanwhile the Chamber of Commerce sent a strong 
letter to the President asking exactly what [ had been asking, yet 
when the Department of State promul ated this material to the 
Senate and elsewhore, they had full knowledge of the exiatenco of this 
other letter, and said nothing about it. 

Mr. Reece. Is that tho letter that you waut sent up for the record? 

Colonel Ropes. Yes, sir. 

Mr. Vorys. It seems to me that we ought to ask for a full explana- 


tion from the Department of State, and place it at this point in the. 


record. I do not know whether wo will have time to take oral testi- 
mony. I would be glad if it were agreeable to the Chairman to havo 
Mr. Rodes see that material and give his comment on what tho 
Department of State says. . . 
oom of course, I have felt each time that Mr. Rodes has asked the 
eso 

Chairman Ricuarps. If we want evidence on that we ought to have 
the Department of State give its position. |, 

Mr. Vorys. I was going to suggest that we have the Department 
of State submit its statement and put it in the record at this point 


' 
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after his, and then permit Mr. Rodes to give an additional statement 
if he so desired, 

Chairman Ricuanps. | will ask the clerk to get 9 statement from 
the Department of State on that, and Mr. Rodes has already been 
given permission by unanimous consent to insert his statement. ‘Phe 
reason IT asked that question, I knew that there was a certain state- 
ment to the effect that the United States Chamber of Commerce 
did not support your position. 

Colonel Ronee I am awfully glad you brought that up because 
that is one of the best pieces of evidence | know of of the State De- 
partinent’s Inck of good faith in this matter. They promulgated 
that material and they knew of the existence of this letter, because a 
copy had been sent to them, but at the same time they made it appear 
that the Chamber of Commerce had the same attitude which it 
ndopted when the Department sent people over there to promise 
them that they would arrange everything by negotiation. 

Chairman Ricuarps. I do not want to profong this thing; the 
American ‘Trade Association, how many members has it? Where 
did this organization originate? 

Colonel Ropes. The American ‘Trade Association was formed of 37 
members in Morocco. 

Chairman Ricrarps. You formed it, did you not? 

Colonel Roprs. I did not form it; no, sir. It was formed by a 
group that got together. I was more or less senior there, and they 
asked me to take the chairmanship which I consented to do. 

Chairman Ricnarps. Let me ask you another ates The Ameri- 
can Legion came in there and they had 25 or 30 members? 

Colonel Ropes. ‘The American Legion had 40 members, 

Chairman Ricnarps. And you were the prime mover in organizing 
the American Legion there? 

Colonel Roprs. No, sir; I was a charter member. 

Chairman Ricitarps. Were you an official? 

Colonel Roprs. I was commander, but 1 was not there when it was 
organized, and I did not vote for myself, naturally. 

Chairman Ricwarps. Are there any other questions? 

Mr. Vorys. Do I understand this, Mr. Rodes, that a case has been 
brought in the International Court of Justice and do 1 understand 
by your statement that that is a phony case? 

olonel Ropes. Yes, sir; absolutely; and I think if you read the 
statement-—— 

Mr. Vorys. I have just read your statement, and that is an 
extremely serious charge. 

Colonel Ropss. Sir, I do not belicve you can make too serious a 
charge about the way this thing was handled. If you started and 
traced this whole thing through, and if the chairman here would ap- 
point a subcommittee and allow them to go through this for a total of 
about 30 or 40 hours, I think it would reveal more than you have 
ever dreamed could possibly exist. You had a reorganization here, 
and that reorganization gave the State Department five or six addi- 
tional Secretaries of State. That reorganization stated that those 
Secretaries would cach have complete jurisdiction in his own geo- 
graphical area; that he might call on other members of the Department 
of State and other agencies for advice, but he never need get their 
concurrence. That was done and George McGee became Assistant 
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Secretary of State for African and Near Eastern Affairs. In spite of 
that, 3 months later, Willard Throp still maintained what they called 
action control over this. 

Mr. Vorys. Please do not take our timo by telling me about a 
departmental argument as to who is handling a particular matter in 
the State Department. I asked you about your charge here, that a 
case has been brought in the International Court of Justice, which 
you claim is substantially a fraudulent case, If it is, if that serious 
charge wero true, I do not sce how Congress could correct it by 
passing a law. 

Colonel Ropes. I do not think it is possible for them to correct that 
particular thing, but what they can do is this: they can determine 
the condition under which their funds will be expended. France is 
not trying to prove that sho is complying with the treatics. What 
she is actually doing is bringing suit against the United States for 
economic aid. In other words, we decided that under certain condi- 
tions we would give France economic aid, and France said that those 
conditions should not be met. They aro bringing suit in the Inter- 
national Court of Justice in effect to determine that—not. to establish 
that they are complying with the treaties, which was the sole condition 
on which the aid was granted. 

Mr. Vorys. But that sovereignty having been changed, the 
treaties aro by these various acts changed; is that not correct? 
That is what your statement says. 

Colonel Ropes. They claim they have the Department of State’s 
permission not to comply with the treaties and that permission should 

6 valid, and that is why I would like—I do not want to repeat it, but 
the whole background is in the statement there. 

Mr. Reece. When you get the report from the Department of 
State, it will complete the picture, more or less, I should think. 

Chairman Ricuarps. Are there any other questions? If not, thank 
you, Mr. Rodes. 


AMERICAN CHAMBER OF COMMERCE OF Morocco, 
Casablanca, October 3, 1950. 
The PRESIDENT, 
The White House, Washington, D. C: . 
pean Me. Presivent: Amendment No. 476 of the General Appropriation Act . 
° reads: 

“Provided further, That after November 1, 1950, no funds hereln appropriated 
shall be made available to any nation of which a dependent area fails {n the opinion 
of the President to comply with any treaty to which the United States and such 
dependent area are parties.” , 

A letter from this chamber dated May 12, 1950, appears on page A4169 of the 
Congressional Record of May 24, 1950. It gives details of certain violations of 
United States treaties of which the Moroccan Government was guilty. Some of 
these still continue. 

United States treaties with Morocco guarantees “‘economio liberty withoug 
inequality.” They limit customs duties to 12 percent; prescribe impartial cus- 
toms evaluations; restrict taxes; precutde monopolies with certain specified excep- 
tlons; and, above ail, probibit any restrictions on Moroccan import’ or export 
trade unless the restrictions apply identically to trade with all nations including 
France and Spain. 

The Import restrictions Imposed by the edict of Deoember 28, 1948, which was 
accepted by the Department of State, have affected Americans more than French- 
men or any others. 

French businessmen established in French Morocco before the war control the 
preat part of exclusive representation of American marks, and are therefore for the 

arge part able to obtain the lion’s share of official dollars for thelr imports, 
while Americans, in business only since the last war, have an insignificant share in 
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the dollars available to Morocco for imports from the United States, Again, 
Frenchmen are at the same time representatives of French manufactured goods, 
which they can import payable In francs. Americans do’not have any exclusive 
representation of French goods, or other non-American goods. 

Since the application of the afore-mentioned edict, some American veteran 
businessmen in Morocco, who were carning a living importing with their own 
dollars, or with dollars obtained outside of Morocco payable locally, were obliged 
to relinquish their business and return home, Others remained here, but found 
themselves almost completely denuded of their business activities. Several of 
the latter who have made substantial investments locally, gradually see their life 
sayings dwindling until eventually they, too, will have to return home without 

unds, 

One spectacular problem created is that of personal automobiles, Americans 
have always been accustomed to drive comfortable American cars. Since the 
restriction of American automobiles into French Morocco in 1948, several Ameri- 
cans on returning from home fast year brought in with them their personal auto- 
mobiles purchased with their own dollars while on vacation in the United States. 
When they returned here with their cars, they were obliged by the customs to 
sign an agreement to ship out their personal car within a certain period of time. 
Tired from their long voyage they had no alternative but to sign such an agree- 
ment, knowing fully well that it would force them to ship out their car and be left 
without transportation, which was essential to carry on their business. The 
deadline arrived and Amcricans were obliged to get their ears out, which they did, 
some of them even paying a fine of approximately $25 for kceping their cars after 
the date of agreement. me of these Americans are now forced to drive two-by- 
four French cara, whether they like it or not. It is really humiliating to sce an 
American who used to drive a Buick or a Cadillac crawl along in a small non- 
American automobile. . 

In recent discussions between the appropriate French officials at Rabat, the 
capital, and-members of the American Legion, the latter were told that they 
might be authorized to bring in a personal car, provided they sign an agreement 
not to dispose of it before 2 years. The spirit in such a provision is not flattering 
to us American citizens, especially when our business reputation locally shows an 
irreproachable conduct. . 

In view of the foregoing, it is respectfull inted out that Morocco is failing 
to sone witb her treaties with the Unit tates as long as she shal! not— 

(1) End restrictions imposed on two-way trade with the United States 
which are not applied identically to trade with every other nation; . 
(2) Compute and collect customs in complete conformity with the pro- 

cedures and rates established by treaty; 
(3) Cease the requirement for 3 percent guaranty for the importation of 


tea; 

(4) Discontinue entry taxes and “‘cessions”’ in kind which are imposed in 
addition to customs; ’ 

(5) Conclude arrangements for prompt reimbursement of taxes and cus- 
toms collected in excess of those allowed by treaty and for just compensation 
for “‘cessions” in kind; 

(6) Cease all attempts to create or maintain monopolies In trade or trans- 
portation through cartels or otherwise, or to give a favored conpetitive 
position to any organization unless specifically permitted by treaty; 

(7) Permit American citizens residing and doing business in French Mo- 
rocco to {mport anything they desire for personal or household use, 

Request the Department of State’s immediate intervention to permit American 
citizens to import personal automobiles payable in dollars from their accounts 
in the United States. This question is very pressing, as several Americans are 
handicapped in their business, for lack of pereonal transportation. 

Our attitude is not antt-French, it ts one of justice, scaperatlon, fairness, and 
the furtherance of American Interests. This is the policy of the American Cham- 
ber of Commerce of Morocco, based on the policy of the United States Chamber 
of Commerce at Washington, D. C. 

It is hoped that officials of your Staff charged with making a determination of 
fact In connection with Moroccan treaty compliance will agrce that each of the 
es poe ton Hsted above should be eliminated as a condition of further assistance 

o France. . 
Respectfully yours, . 
Gus. G. Stratton, President, 


85708—51——36 


550 THE MUTUAL SECURITY PROGRAM 


LeEHARA SaLes Corp., 
New York, N. ¥., July 20, 1951, 
Hon. James P. RicHarps, 
Chairman, Foreign Affairs Committee of the House of Representatives, 
Washington, D. C 

Dear Mr. CiatnMan: We are Informed by Col. Robert Rodes that you raised 
the question of whether the American Chamber of Commerce of Morocco is in 
sympathy with Icgislation to assure equality for American trade and citizens in 
Morocco, to force return of taxes and custoins collected illegally from Americans, 
and to assure that future collections wil! be in keeping with the exiting treaties. 

Our representative in Morocco, Maj. W. R. Simone, is vice president of the 
chamber of commerce {n question and keeps us reasonably well informed of what 

ocs on in the chamber, in Morocean circles, and American and consular circles. 

e writer visited Casablanca last ycar and became personally familiar with some 
of the problems and personalities confronting American business activities there. 

The American Chamber of Commerce of Morocco has a membership of about 
180 individuals. The majority are not United States citizens. Some are French 
nationals who have the agency for a single American product and depend entirely 
upon official allocations of forcign exchange for their business. Others are 
naturalized citizens who usually are timid about offending the American consulate. 
In iad of this it Is difficult for the chamber to take a firm and decisive stand on 
any issue. 

Last spring we received a copy of a communication from the Department of 
State to the New York Commerce and Industry Association, of which we are 
members. This indicated that the Casablanca chamber was not entirely in 
sympathy with the legislative remedies which are advocated by Colonel Rodes. 
We communicated with Major Simone, who stated that the consulate had in- 
sinuated to the chamber that it pass a resolution discrediting Mr. Rodes and 
opposing the legislation, including that already on the statute books. 

atly we received a cable from our representative, Maj. W. R. Simone, 
ad vislog us that a strong group in the chamber was 100 percent back of Colonel 


eg, 

That is certainly our own position and that of Major Simone who, as we have 
stated, is the chamber’s vice president. The last official expression from the cha'n- 
ber, to our knowledge, was to the President of the United States, in October 1950. 
Tt stated that it was in favor of full enforcement of legislation to force treaty com- 

liance by withholding ECA funds from France. It confirmed the chanber's 
etter of May 12, 1950, which listed treaty violations and asked for legislation to 
end them. This letter expressed the opinion of the entire membership. It 
appears on page A4169 of the Congressional Record of May 2%, 1950. 

While the Department of State may prevent some persons from voicing their 
disgust with the Moroccan situation, any claim that even a few Armericans are 
satisfied with it is not justified by the facts as we know them. 

We would appreciate your informing your colleagues of the foregoing. 

Very truly yours, 
LEHARA SALES CoRPoRATION, 
: C. F. Mouton, Vice President. 


_ The committee stands adjourned until 10 o’clock tomorrow morn- 


ing. 
(At 11:15 p. m. a recess was taken until Thursday, July 19, 1951, 
at 10 a. m.) 


STATEMENT SuRMITTED BY THE DEPARTWENT OF STATE ON INTERNATIONAL 
Count or Justice, Riauts or NatIoNALs oF THE Unitep States 1N Morocco: 
(France/Unitep $rates) 


Mr. Rodes charges that the suit instituted by the French Government against 
the United States in the International Court of Justice was a mancuver instigated 
by the Department of State for the purpose of evading the intent of Congress, 
as expressed in the Hickenlooper amendment. Mr. Rodes accuses the Depart- 
ment of State of “double dealing”’ and states that the suit is a “phony.” 

The extent and validity of United States treaty rights in Morocco have long 
been a eubject of dispute between the two Governments. Between World Wara 
I and II differences over the interpretation of these richts weie frequent, particu- 
larly those rights pertaining to freedom of trade. Following World War H, and 
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prior to the cnactinent of the Hickenlooper ainendment, the French Government 
repeatedly proposed that the question of United States treaty rights in Morocco 
be submitted to the International Court of Justice. Such proposals were made 
in Jane 1919 and July 189, and in December 1949 the Freneh Government went 
+0 far as to communicate to this Government the text ef an application (ube 
stantially identical to the one actually presented to the Court in Qetober 1020) 
which it had instructed its Ambassador eat The Hague to file with the Court. 

The Department of State was reluctant to resort to litigation to resolve the 
baste dispute as long as it was possible to reach a satisfactory working asreement 
through negotiation between the two Governments. Extraordinary world eco- 
nomic conditions and the enactineat of the Ruropean recovery program requited 
that the United States consent to forego Secon fmorantty the enforcement to the letter 
of its rights asserted under the treatics. Tu return for this the United States 
insisted upon and obtained from the French in December 1949 an agreement 
containing specific measures to protect the business interests of Americans in 
Morocco under the exceptional circumstances of the postwar period, 

After the enactment of the Hickenlooper amendment in 1950, however, the 
Departinent of State was uo longer in a position to oppose submission of the 
dispute to the Internationa) Court of Justice, since the amendment prevented this 
Government from continuing beyond November 1, 1950, the agrecinent reached 
in December 1949, and indecd prevented it from settling by negotiation any 
further questions which might arise. Moreover, it would have inflicted a severe 
penalty on France without giving that country an opportunity to obtain an impsr- 
tia) judgment on the basic legal questions which it had tong sought. The United 
States has traditionally upheld erbitration as the proper incans of sctilement of 
disputes. The Department of State, therefore, had no recourse but to agree to 
the Court action. 

Mr. Rodes also states that he doubts whether the Department of State will make 
an effective cffort to protect United States interests in this ease. This allegation 
is unfounded. The Department is now prosceuting the case to the best of its 
ability and will continue to do so, In the interests of presenting the stfongest 

ssible case, the Department has invited interested Americans fineluding Mr. 

todes) to assist the Department in preparing the United Siates brief. 

The Court, on November 22, 1950, fixed the tine limits for the written proceed- 
ings es follows: for the memorial of the French Goverament, March 1, 1951; for 
the countermemorial of the United States, July 1, 105!; for the reply of the French 
Government, September 1, 1958: and for the rejoinder of the United States. 
November 1, 1951. The French Government filed its memorial as required. The 
Department of State found, however, that the French Government had failed tn 
identify properly in its pleadings the parties on whose behalf the proceedings were 
brought. Since the interests of Morocco and France were bath involved in the 
ease, the United States wished both countries as well as the United States to be 
parties to the case and to bz bound by the Court’s judgment. The Department 
of State tricd to obtain clarification of this matter from the French Government, 
but was unsuccessful. The United States, therefore. on June 21 filed a prelimi- 
nary objection exking the Court to rule on the identity of the party or parties 
which had instituted the proceedings and would be bound by the judginent of the 
Court. The time schedule will be readjusted after the Court has ruled on this 
matter, Pending a decision by the Court on this preliminary objection, however, 
the United States has reserved all its rights and interests in the case. 


Srarewent spy Rospert E. Ropes in Reriy to State DerpartMeNT State 
MENT ON Unitep StateEs/Faance Case Berone Tut Hacve 


Prior to 1947 French attempts against United States treaties in Morocco did 
not allege differences in interpretation. They were flagrant infringements, us- 
ually in the nature of probing actions attempted cach time we changed consuls. 
They were abaondoned each time the United States reminded France that our 
conditional recognition of their protectorate fully preserved our treaty status, 
with the implication that the recognition, if misunderstood, could be withdrawn. 

Tho first suggestion by France that the matter be taken to The Hague fol- 
lowed our show of weakness when Secretary Acheson, in Paris carly in June 
1949, abandoned the Moroccan compromise arrangement which his officials, in 
March 1949, had promised to obtain (p. 555, Committee on Foreign Affalrs 
hearings on H. R. 7378). 
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France abandoned litigation attempts when the United States pointed out that 
the Sultan of Morocco would have to be party to any suit involving the Multi- 
lateral Act (Treaty) of Algeciras and that only the Sultan could institute a suit 
arising from the United States-Morocco Treaty of 1836. Legally the Sultan 
rules Morocco and French acts of usurpation would hardly be recognized in the 
International Court of Justice. The Sultan has always respected his treaties 
to the maximum extent permitted by the French. Moroccans insist that he 
op this present sult. 

e proposed litigation involved only Americans’ immunity from Moroccan 
laws until such laws are reviewed by the United States. This herctofore well 
recognized immunity is of unquestioned Icgality as long as France, Spain, and 
Britain retain similar privileges. However, it has no bearing on specific treaty 
terms which prohibit monopolies, fix taxes and customs, and guarantee the 
“open door’’ and {identical treatment for United States and French citizens and 
trade. France now refuses to honor any of these terms. 

The continuing validity of these terms has been stated unequivocally for 
publication by the Governor General of Morocco (Alphonse Juin), by the presidents 
of both the French and the Moroccan Chambers of Commerce of Casablanca, 
by France in a report to the United Nations, and by the United Nations, itself. 
On October 4, 1949, Assistant Secretary of State Willard Thorp stated, under 
oath, “This treaty (of 1836) is still In force.” The terms of both United States- 
Morocco treaties are lawfully observed in the international (Tangier) zone of 
parece? where the international governing body has no trouble in interpreting 

em. 

The treaty violations include most of the anti-American measures which France 
has attempted and the United States has blocked over the past 30 years. It is 
absurd to connect such practices with present “extraordinary world economic 
conditions.” Proponents of regimentation in the Department of State claim 
that one measure, import embargoes, helps Morocco’s dollar balance. Statistics 
refute this. Morocco’s dollar position was greatly improved with the ending of 
wartime restrictions in March 1948. The embargoes began in January 1949 and 
the retrogression, which everyone familiar with the situation had predicted, took 
place. Sce below: 


Four years of Morocco’s dollar trade, 1947 to 1950 
{Figures are millions of dollars. Percentages are percent of Morocco’s total exports and Imports] 


167 1843 1949 1850 


i ne Fe | ce Se Fn 9 enemas ern Taree 


Dollar imports 7 
From United States. .... $5.3 129 42 13.0 35.7 12.1 28 8&2 
Other. ....-....22...226- 10.4 38 16.6 38 19.7 66 206 23 
Total secicsc cc .i3yeecis 65.7 23.7 50.8 168 S34], 187 87.4 17.5 
Dollar exports......---.0-265 3.5 3.6 2.7 32 40 26 40 21 
Dollar deficit.........6....-- 60.2 fo... C. Se Been $1.4 ]........ $2.4 }...... xe 


The Department refuses comment on restrictions which permit unlimited 
dollar purchases of luxuries including radios, cigars, the world’s finest tea. Red 
China furnished $10,730,000 of the 1950 imports, an increase of $5 million over 
1949, Necessities Including DDT, textiles and used clothing are banned be- 
cause Americans sold them. ‘The real result of the 1949 restrictions has been 
that which the French always intended—to divert ali Moroccan dollars and all 
Moroccan exports into channels from which Frenchmen profit, 

The “specific measures” of the December 1949 agreement which the State 
Department “insisted upon” in return for abrogating our treaties were dictated 
by France. *: The slight advantages which they gave Americans on paper, were 
puis 4 French administrative tactics. (See Department’s statement in my 

timony. . 

The 1949 agreement specifically preserved Americans’ right to trial before our - 
own courts, their obvious right under equal treatment since Frenchmen are tried 
only in French courts. The agreement for litigation uired France to main- 
tain the status quo in all respects until the International Court renders its de- 
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cision. Shortly after the court action was instituted, France began to hail 
sailors and civilians from our Navy base before French courts. 

Charges attributed to me in the State Department’s first paragraph are sub- 
stantiated by statements in its fourth paragraph. The appropriation restriction, 
if observed, would stop treaty violations. If, as is claimed, it prevented con- 
tinuance of the agreement of December 1949, that is only because the agreement 

rmitted violations. The charge of evading the intent of Congress is admitted, 

ut justified by the Department's opinion that the penalty prescribed by Con- 
gress was too severe. A letter to the Scerctary of State from a Senator who 
usually supports administration forcign policy, analyzes this action more ably 
than l can. It is attached. 

The Department’s high principles seem to apply only when they aid foreigners, 
If litigation is a ‘‘proper means” of settling this dispute it should have been 
adopted in 1948 when the Department found that French taxes and customs in 
Morocco were “illegal,” “unjust,” “arbitrary,” and ‘discriminatory,’ but was 
unable either to stop them or to obtain refunds which it had promised to exact. 

The claim of compulsory jurisdiction has no basis in fact. (Sce lettcr to Senator 
George in my testimony.) The present attempt to spell out a moral obligation 
seems Intended to divert attention from the unfounded claim of legal obligation 
with pebieh:Departmeny sought to imislead the public and the Congress for 6 
months. 

The charge that the case is not vey and expeditiously handied does not 
reflect on the Department's Legal Division, who are not allowed unhampered 
exercise of their profession. There is strong evidence that the attorneys will not 
make all available legal arguments, that such arguinents must be subordinated 
to political considerations and that European Division personne} must be consulted 
so that our defense will not conflict with their policy toward France. 

The invitation to assist in preparing the brief was made 8 days before the 
brief originally was due. It requests small firms to participate with RCA, America 
Cable Radio and others in engaging common counsel. These firms have 
widespread operations depending on agreements with the French communications 
monopoly, t fall I requested that I and my ceunsel be permitted to sce the 
French brief and suggest points which the answer should cover. This was denied 
because the French insist that the briefs be kept secret. 

The remarks about clarification of the point as to whether or not France 
represents the Sultan of Morocco in the Court, supports my contention that the 
case is not effectively defended. I pointed out in a letter dated November 3, 
1950, that France lacks authority to sue in the Sultan’s name and that Morocco 
is not a member of the Court. Shortly afterward I called on the Department’s- 
legal director and suggested, among other things, that a motion to quash be filed 
on the grounds that the Sultan had not signed as plaintiff. This was refused. 

The result is additional delay with continued unauthorized aid to France. It 
would seem to be intentional and entirely consistent with the Department's policy 
in this matter. The way to determine whether or not Morocco is suing us is to 
move to quash, not tg,exchange conversations and notes with the plaintiff. 

I also suggested a motion for summary judgment which I believe would be amply 
justified. This was likewise refused. 

The Court time schedule on the Morocco matter could have been as short as on 
the Iranian oil case if the Department had wanted justice, rather than an excuse to 
give France a half billion dollars on terms other than those on which it was ap- 
propriated. The Department knows that the suit, even if the French are success- 
ul, cannot establish the full treaty compliance which alone would justify con- 
tinued aid. Subsequent to the suit (January 26, 1951) alettersigned for Secretary 
Acheson by Assistant Secretary McFall admitted: ‘Some of the details of the 
provisions of the Act of Algeciras are not being followed.” 

My communications to the Department and my statements about this matter 
have been made, to the best of my ability, specific, concrete and factual, and have 
been documented. The Department’s replies and rebuttals, almost without 
exception, have been vaguely general, evasive, and have lacked supporting data. 
The Department gives every evidence of having determined to pursue a certain 
ccurse of action regardless of law, justice or facts. An exchange of correspondence 
with the Department's legal adviser, attached, is illustrative of this situation. 

A sheet giving five excerpts of State Department reports on its handling, past 
and present, of the Moroccan situation is attached. It gives a clear idea of why 
most normal Americans who must rely on the Department of State have lost all 
respect for it. 
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Jaxuany 3, 1951, 
Hfon. Dean .ACHESON 
The Secretary of State, 
Department of State, Washington, D. C. 

Dear Mr. Secretary: I have long been concerned about French Morocco’s 
refusal to abide by treaties which assure American trade and enterprise “economic 
liberty without any equality: and which fix rates and procedures for taxes 
and customs, However, I refrained during 1949 from voting for sanctions to end 
this situation, believing that your Department would adjust the matter xatis- 
factorily by negotiation. When this was not done, I supported and the Senate 
approved, an amendment to the Economic Cooperation Administration Act 
which would have withheld “counterpart funds” from France so fong as the 
treaty violations continue and which stated that treaties would remain in force 
unteas altered by constitutional treaty-making authority. When your Department 
and the ECA Administrator insisted that this amendment was unnecesary, the 
Connally amendment which left full discretion with your Department was 
edcpt in conference and became law. : 

My letter of June 12, 1950, stated certatn acts of treaty compliance which it 
seems reasonable that your Department should obtain under monty of the 
Connally amendment. Mr. McFall’s answer of June 23, 1950, made it clear that 
your Department had decided to tolerate all of the abuses { mentioned. Mr. 
funelsine’s. manorandum to the Appropriations Committee confirmed this 


decision and intimated that your Department’s own agreements had modified ‘ 


the Moroccan treaties. 

Since it was apparent that no action could be expected under the Connally 
amendment, I ie ned @ preponderant majority of the Senate {n voting in effect 
to cut off afd to France if Moroccan treaty violations continue. Even the majority 
leader, opposing the proviso, agreed that your Department’s claim that other 
acts modified the treaties, could not be accepted. The final law was aimed 
at those acts which “in the opinion of the President’’ were treaty violations. 

I now learn that France {s suing the United States at The H ague on the grounds, 
to use your Department’s eufthmary, ‘that the United States’ treaty position In 
Morocco {fs anachronistic, that ceitain of our treaty rights have ceased to exist, 
or have been superseded by later agreements or policies.” I also learn that your 
pe partment has agreed that aid to France and the Moroccan treaty violations 
both will continue until the Court renders {ts decision. 

The sppeopriatlon amendment was clearly intended to give France her option 
of making Moroeco comply with our treatfes or of dorezoin our economic aid. 

“It Is also evident that the intended criterion ls the wording of the treaties them- 
selvea and that this was adopted after full consideration of your Department's 
reasons for munios tosubstitute other criteria. - 

I do not intend at this time to explore the factual, legal and constitutional 
questions arising out of this suit, eh nous I would appreciate your detatled re- 
marks on the objections to your action filed by the American Trade Association 
of Morocco on November 3, 1950. However, I dobelfeve that the sult should not 
muy the legislation by continuing afd while treaty violations admitted by your 


eee contique. . 
would appreciate very much your present opinion on the Moroccan treaty 
and (rade situation. ; 

Sincerely yours, 


United States Senator. 


New Yorn 23, N. Y., November 3, 1950. 
AvetAn Fisneer, Esq. 


gal Adviser, Department of State 
; ashington, D. C. 

Dear Mr. Franen: I have examined the Department’s memorandum of 
ober 1950, which states that France has eaked the International Court of 
Justice fo Invalidste certain terms of treatles between the United States and 
Morocco; that the United States has agreed to abide by the Court’s decision and 
that meanwhile, the President will withhold opinion as to whether Morocco Is 
complying with the treaties In question and, umably, will permit continuation 
of payments to France which current legislatfon makes contingent upon Morocco’s 

treaty compliance. Me 2 
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This memorandum raises policy questions which will be brought to the atten- 
lion of appropriatt authority. You are requested to consider several Icgal 
questions, any one of which would seem to justify revergal of the above decision. 


BASIS OF DISPUTE 


Treaty compliance would mean that Americans in Morocco could trade with 
the United States on a footing Identical with that of citizens of any other country 
in trading between Morocco and their homelands; that customs and taxcs would 
be assessed and collected as required by the Act of Algeciras and that. over- 
charges reanlting from failures to comply with the act would be reimbursed; that 
Americans would be assured the liberty which our treatics guarantee of free 
competition In any Moroccan business, specifically including the right to compete 
with any monopoly oY cartel established in contravention of treaty terms. 


va . 
/°FRENCH HAVE NOT ESTABLISHED A-PRIMA FACIE CASE 


thé Department of State has held, for variobe reasons, that some of theso 
measyfes should not be enfofced, It-has adinitted that treaty compliance would 
reqyfre them. Hes. Bigtes enjoys to the Senate Appropriations Commit tee 


ig 
stated: “The United States enjoys certain rights in Mordeco including 
most-favored-naétion treatment for United States commerea and ‘economic liberty 
without any inequality’ ’ andstated further: "The treaty of 1836 requires 
equality of treatment to trade between Morocco and both France and the United 
tates. 4 pee 4 ‘ ‘ i 

Freuch officials often havo made almilar statements. The following excerpt 
from France's 1949 re} ft to the United Nations ig found on page 118, volume I, 
United Nations Reno on Non-Self-Coverning erritories, Take Success, 1950: 

“Tho sustome status of Motocco is based on the following principles: Freedom 
of trade, and equal treatment among al countriés (the Act of Algeciras), customs 
unity within the ert re Sherifian Empire and uniform custonjs tariffs for all na- 
tions; however, the duty on imports eannot exceed 10 percent ad valorem.” 
(Statlatical and other charges amoynting {0 an additional 2% percent are not 

neluded. ‘“f ‘ _ 

On October 31, 1950, Francs ‘tn declining to glye Moroego more Independence 
sated: “Any reconsideration af the treaty of Fea (establishing the protectors te) 
would sutomatically involve the Algee! Powers, including Russia, which settled 
the Grat Morocco efisis in 1906.""._ If tha powérs which resinquished their Algeciras 
rights in exchange for-France’s obligations under the protectorete can insist that 
the latter remain unchanged, it Seems clear that our,fights, which were retained 
when wesonditlonally recognized the protectorate, main as they were established 
a eciras..- 

A Feeatetton the subject of the peng cout ate, by Michael Clark to the 
New York Times under Paris dateline. r 13, 1050, ends: “There has been 
talk in French circles of taking thedispute to the International Court of Justice 
at The Hague, although the French are afraid that little can be expected to come 
of auch a move,” 

This suit'is a fiimsy pretext for continuance of both aid and treaty violations 
in spite of legislation clearly intended to end either one or the other. 


FRANCE 18 NOT QUALIFIED TO SUE 


The United States oficial conception of Morocco's status was stated under oath 
by Assistant Secrctary-Willard Thorp: “Morocco la a sovereign nation under the 
tule of a Sultan.’ This was confirmed by France when Morocco was excluded 
from the Atlantic Pact although Algeria, less important strategically, was in- 
cluded. It¢ follows then that since the approriations restriction involves onl 
United States-Moroccan treaties and not treaties or other eements wit 
France, only Morocco can suc regarding them. Since Morocco is a nonmember 
nation, she can become party to the Court statute only with the epprovel of the 
United Nations General Assembly and of the Security Council, Even then, the 
United States should determine whetber the action is really that of the treaty 
power, namely the Sovereign of Morocco, or is unauthorized actlon by Frene 
personnel legally under his jurisdiction. 1 

In view of the fact that the entire French case stems from the forcing of free 
convertibility of Morocean and, French exchango, in an illegal fiat over the Sultan's 
disapproval, and since all Moroccans desire the “open door’? which our treaties 
guarantee, [t seems almost certain that the action would be unauthorized. 
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FRANCE AND MOKOCCO HAVE NO CAUSE OF AUTION 


If there is an aggrioved party, it is the United States. Neither France nor 
Morocco has any cause of action. Tho treaty violations which give France and 
her nationals cconomle preference in Morocco are continuing, Even {f Moreceo 
favored theso measures she would have no complaint for they are in full force, 
Tho French officiat despatch adinits that France is having her own way In caforee- 
ing regulations protested by the United States and that it fs only the Hickenlooper 
aniendment which has made the suit necessary. France’s only grievance is that 
the United States Jias placed certain conditions on the continuance of France's 
ECA funds. An action based on this claim is absurd. 


FRANCE OFFERS NO DEFENSE EITMMER LEGAL OR EQUITABLE AGAINST CENTAIN OF 
THE COMPLAINTS MADE RY AMERICANS 


Tho only complaints by Atericans which France has disputed, on any basis, 
aro those directed against Moroccan “consumption tates” and import embargoes, 
She challenges the United States’ heretofore admitted right to ania or cis. 
approve stich measures insofar as they affect American interests, This fs besite 
the point. The taxes are levied on United States necessitics while Freneh hisuries 
aro exempted. The embargocs exclude United States products while similar 
products from France and othce nations are admitted. Approved or disapproved, 
these measures contravene treaty (erms limiting taxes and assuring equal treat. 
ment and an “open door" for our commerce. 

Franco docs not attempt to defend her illegal customs assessment methods nor 
her illegal monopolies, Both of theso practices have been condenmed as not 
only illegal but arbitrary by well-qualified Morocean and French opinion. ‘The 
French admission to the United Nations that the Act of Algeciras requires ‘cus- 
toms unity within the entire Sherifian Empire” and her claiin that this isin effect, 
makes it impossible to defend the speclat customs barriers and practices actually 
instituted unilaterally in the French zone. 


THE COURT ACTION HAS NO BEARING ON THE APPROPRIATIONS LEGISLATION 


The Department's memorandum accurately summarizes the French position as 
follows: “The French Government maintains that the United States treaty pasi- 
tion in Moroceo is anachronistic, that certain of our treaty rights havo ceased to 
exist or have been superseded by later agreements and practices.” 

An identical contention was advanced by tho Department in atlempting to 
persuade Congresa to defeat the reatriction which it enacted. The Departinent’s 
memorandum on pase 258 of the Senato hearings on ECA reads in part: ‘It is 
noted that some of the complaints they (Americans) have made appear to be based 
on the original treaty position rather than on the failure of tho French to live up to 
thelr agreement with the United States. It is apparent that misundersatandings 
have developed between the United States and France over our treaty position 
and the Freneh appear to believe that we are clinging to outmoded rights.” 

This French point of view, that other arrangements might alter tho treaties, was 
considered and discarded when the legislation was debated. Page 11513 of the 
Con ional Record for July 31, 1950, shows that Senator Lucas, when asked 
whether “even tho ECA Act can sct aside a treaty © * - * ratified by the Senate 
of the United States,”’ answered: “No. I do not agree at all that a law can set 
aside a treaty.” He urged, nevertheless, defeat of tho legislation ‘regardless of 
any technicalitios which might be raised with respect to whether a treaty has been 
violated or has not been violated.” Pessage of the legislation after consideration 
of this pro i makes it obvious that Congress Intended afd to bo cut cif unless 
Moroccan treaties are honored. 

The equity and basio merit of the French contentions also was reviewed in detail 
before tho legislation was passed. Tho lengthy attempted justification of tho 
Frengh position appended to the Department’s memorandum of October 27, 1950, 
is identical with the material appearing on pages 258-263 of the committee's 
hearings report. An answer, circulated to Congress, is attached hereto. 

‘The French make no claim that Morocco {s complying with the treaties in 
question. They merely seek to have the Court declare that for varloua reasons tho 
treaties should not be enforced. Even if the Court should make such a decision, 
it would pe hp continued ald to France, which, after duc consideration, Con- 
gress has made conditional upon treaty compliance, 
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TO SUMMARIZE 


Tho Department's own findings, official French statements and Franco's 
feadings all indicate a case which {s far too Mimsy to constitute oven a pretext 
or delay in application of the fegislative restriction. 

France fs not qualified! to bring, in her own name, an action relative to United 
States- Moroccan (treaties. If iho action is brought in) Morvcco’s name, tlic 
seth authorization is necessary and United Nations approval scems to be 
required, 

Neither France nor Morocco has a cause of a¢tlon as neither is prevented from 
continuing treaty violations, The action is, in reality, one to continue ECA 
prants to France without Culfillment of a condition on which (he funds are author. 
zt, 

Certain of Morocco's admitted treaty violations ary neither denied nor de- 
fended in France's action. 

Even if France’s action to invalidate the (reaties: should) be entertained and 
should succeed, it will not establish the treaty compliance by Morocco which 
alone justifies continucd aid to France. 

PE hope that you wilt carefully consider the foregoing and will change the De- 
partrent’s recommendation to the President accordingly, : 

Yours sincerely, 
Roserr Exerc Ropers, 
President, American Trade Association of Morocco. 


DrrartTMENT or State, 
Washington, December 19, 1950, 
Mr. Ronert Euster Roprs, 
President, American Trade Association of Morocco, 


New York, N.Y. 


My Dear Mr. Roves: The receipt ts acknowledged of your letter dated No- 
vember 3, 1050, dealing with the action to be taken as a result of the French 
eit see of the Moroccan Trealy question to the International Court of 

ustice. 

As you have requested, ] have given careful consideration to the arguments 
presented in your letter and its attachments. [It appears to me that all the points 
raised in your letter will property be before the International Court of Justice 
when it considers the case. Even though we may not agree with the French 
contentions, it would hardly be appropriate for the President of tho United 
States to take action based on a unilateral opinion on these matters whilo they 
are pending before the Court. ‘The President has expressed agreement with this 
conclusion, and I do not feel that 1 could conscientiously recommend a different 
course a ectiol: 

Siricerely yours, 
Aprian 8, Fisner 
The Legal Adviser. 


Quotations Are Frou Strate DerartMeNnt Recoros ann CoRResronvENce 


State Department, 1929—Seerelary of Stato to U. &. Ambassador In Paris 
(United States Foreign Relations, 1929, vol. ITT, p. 491): “Tho Department * * * 
commends your efforts to expedite action in tho several matters concerning 
Morocco * * *, An increasing tendeney of the Protectorate authorities to 
disregard the regime of the Open Door and to encroach upon American rights 
generally has been observed by the Department and apparently, if tho protests 
which this Governinent has found it necessary to make to the French Government 
from timo to timo are not to be regarded as merely perfunctory by the latter, such 
action as that reported in the despatch under reference will occasionally be 
NCCCSAATY. 

Stato Department, 1918S—Casablanes Consul-General to American Trado 
Association {rr Casablanca, letter of July 16, 1948: “These problems have not only 
been under continued study, but most of them, notably the questions of import 
duties, Import Hcenses, and discrimination against American business interests, 
have piven riso to representations to tho Protectorato authoritles by this offico 
and tho American Legation in Tangler, the result of which has been « partial, 
if not complete, improvement of the situation.” 
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State Department 1949—Casablanca Consul-Gencral to American Trade 
Association in Casablanca, letter of February 7, 1949: “Actions of the Pro- 
tectorate Government which infringe upon American treaty rights, or which 
discriminate against Americans, have been protested, in some cases repeatedly, 
by this office. Needless to say, all such matters are reported to the Department 
of State, and when consular protests prove to be of no avail, requests are made 
for further instructions. The Consilate Gencral * * * would be exceeding 
its own competence to make conjectures of what the results * * * will be. 

Secretary of State to Senators and Members of Congress concerning the De- 
partment’s public bearing on French restrictions and embargocs on American 
trade, letter of November 17, 1949: “You will observe that the comments of the 
businessmen frequently extended beyond the indicated scope of the meeting, and 
included statements (1) that the United States Is not now fully enforeing its treaty 
right; (2) that certain merchandise for which there is a popular demand may not be 
imported; (3) that no proposals were made with respect to American investments; 
(4) that Americans have been subject to discrimination in the admiaistration of the 
import controls.” 

tate Department, 1950—Report to Senate Appropriations Committce, June 
5, 1950: “The Department has made and {fs continuing to make every effort to 
improve the situation. As a result of recent United States representations made 
in Paris, it is understood that steps are being taken to create a more favorable 
atmosphere.” 


(The following was submitted for the record by the Department 
of State:) 


Mareriat Suswittep 8Y THE State DEPARTMENT ON THE 
Moroccan Trave Controits Prostex 


1. Copy of a Background Memorandum issued by the Department of State 
on November 28, 1050. 

2. Copy of a letter from the American Chamber of Commerce of Morocco to 
the American Consulate General, Casablanca, Morocco, dated July 12, 1950. 

3. Copy of a letter from the American Chamber of Commerce of Morocco to 
the President, dated October 3, 1950. 

4. Excerpt from the 1950 Annual Report of the Ameriean Chamber of Com- 
merce of Morocco. 

BACKGROUND MEMORANDUM 


Morocco {s divded into three sones, a!l of which are under sovereignty of the 
Sultan: (1) the International Zone of Tangier which is poverned by an inter- 
national administration in which the United States participates! (2) the Spanish 
Protectorate; and (3) the French Protectorate. 

The French Protectorate, to which the United States has given recognition, was 
established undera treaty of 1912. United States treaty rig tsin French Morocco 
are based on a treaty of 1836 between Morocco and the United States, the Madrid 
Convention of 1880, and the General Act of Algeciras of 1906. Under these 
international ments, the United States claims certain treaty rights in Morocco 
including the night of extraterritorial jurisdiction, most-favored-nation treatment 
for United States commerce and “economie liberty without any Incquality.” 
The right to freedom {n matters of commerce is subject to un exception as regards 
the importation of « few specified products. Morocco is the only country in the 
world where the United States still exercises extraterritorial jurisdic on and 
maintains ita own consular courts. Moreover, the United States is the only coun- 
try that continuous to exercise such rights In French Morocco. 

Because of our treaty rights, and based on custom and usage, it has been 
customary for the French tectorate Government of Morocco to obtain this 
Government's assent before considering loca! laws or decrees as being spplicable 
to American ressortissants (American citizens and persons entitled to the pro- 
tection of tho United States Government). 

In 1939, the French Protectorate Government, in line with similar measures 
taken In France at the outbreak of war, instituted through various decrees a 
system of exchange and import controls in French Morocco. These laws had the 
effect of subjecting foreign exchange transactions to the control of the Protectorate 
Government and of requiring on import license for all imports save those from 
France and Algeria. At that time, this Government reserved Its position with 
respect to those controls and withheld {ts assent to.their application to American 
ressortissants. In 1944, however, we assented to the application of exchange 


t 
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controls to American ressortissants, This did not cover import control, Tho 
withholding of our assent to import controls permitted Americans who cstablished 
themselves In the import and export business in Morocco following the end of 
World War II to import more or less freely from the United States provided they 
did not ask the French Protectorate for an official allocation of exchange to pay for 
such imports. During the period from March through December 1948, uncontrol- 
led imports of most commodities were permitted for persons of all nationalities. 
The French alleged that the dollars to finance these imports were being obtained 
illegally in Tangier and on the black market and that these transactions exerted 
preesure on the value of the frane by causing dollars to move out of the hands of 
the French exchange control systern and {into Tangier and the black market. 

The French Protectorate Government, therefore, promulgated a deeree on 
December 30, 1948, which had the effect of limiting imports without an official 
allocation of exchange to a list of essential items (they now total 20) and subjected 
inports of these items to the requirement of an import license. The import 
controls in question apply to persons of all nationalities in Moroceo and to im- 

rts from all monetary zones with the exception of imports from the frane areca. 

‘rench Protectorate authoritics began fimmediately to apply this deerce to 
American ressortissants without the assent of this Government and detained in 
the customs merchandise consigned to American importers. 

However, it should be pointed out that these controls were put Into effect in 
conformance with France’s commitment under the European Recovery Program. 
The Government of France, specifically acting on behalf of the French zone of 
Morooco and other areas in the frane zone for which it has assutned international 
reaponsibility agreed in signing its bilateral agreement with the United States 
pursuant to the Economic Cooperation Act, as required by Congress in subsection 
11S (b) (2) to take: 

“Financial and monetary measures necessary to stabilize its currency, establish 
or maintain a valid rate of exchange, to balance its governmental budget as soon as 
preticable and generally reatore or maintain confidence in its monetary system.” 

Accordingly, this Government recognized the temporary necessity for these 
import and exchange controls while at the same time recognizing that American 
businessmen In Morocco had legitimate grievances against French Protectorate 
officials. These included certain discriminatory practices in the administration 
of import controls, the arbitrary valuation of imports for customs purposes, the 
detention of merchandise in the customs and the collection of certain consumption 
taxes t{o which this Government had not given its assent. 

The problem was, therefore, discus with French officlats early In 1949, and 
on the basis of proposals which partially met our requests (including the release 
of merchandise then held in the customs), temporary assent was given to the 
deerce of December 30, 1948, on June 10, 1949, for & period of 3 months, subject 
io further negotiations. Temporary assent was successively extended to December 
31, 1949, during which time negotiations continued both in Morocco and with 
the highest French officials in Paris. On December 31, 1949, this Government 
pave its assent to the application of Import controls to Ameriean ressortissants 

or an indefinite period on the hasts of agreements which had been reached on 
that date regarding the application of the controls to Americans. 

The United States Government’s note of December 31, 1949, to the French 
Resident General giving this assent stated that the controls were considered 
necessary because of exceptional economic conditions and that the assent could 
be withdrawn on 30 days’ notice. In addition, such assent was given with the 
atatement that United States treaty rights, including the jurisdiction of our 
consular courts, were fully reserved. 

Throughout the negotiations which led to the giving of this assent, it was the 
consistent endeavor of the Department of State to obtain the best possible 
arrangements for American importers in Morocco and to protect American 
interests. The agreements reached with the French Include the following provi- 
sions which were designed for the benefit of American importers: 

1, The addition of 11 items to the list of goods which may be imported more 
or less freely when no offictal allocation of foreign exchange is requested of the 
Protectorate Government. This brings to 20 the number of items which may be 
imported by Americans without an official allocation of exchange. (A list of 
these items is enclosed for your information.) 

2. The establishment of a bidding procedure for all products susceptible of such 
a system and for which the Protectorate Government grants official allocations 
of foreign exchange. This provision {s designed to permit Americans to partleipato 
in the controlled imports program of French Morocco on a competitive basis. 
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3. The establishment of specific quotas for importera not previously in business 
on certain other goods {ncluded in the official imports program. 

4. The use of a uniform basis of valuation of imported goods for customs 
purposes, and, under certain conditions, the issuance of import licenses for certain 
catcgories of maintenance goods, not for resale. 

5. Agreement was also reached on the establishment of a joint consultative 
mechanism to settlc complaints made by Americans regarding the administration 
of the import controls and the operation of the December 31 agreement. This 
Government Is represented on this group by the American consul at Rabat who is 
assisted by two of ourvice consuls, one from Rabat and one from Casablanca, who 
act as technical advisers to the consul, The French Protectorate Government is 
represented by the diplomatic counselor and three other French Protectorate 
officials who act as his technical advisers. The group meets on an ad hoo basis, and 
at the request of our consul at Rabat, on an average of about once every 2 weeks 
for the purpose of discussing and settling complaints brought to the attentlon 
of our officials by American businessmen, 

he consultative group has been effective in protecting Americans in Morocco 
from discriminatory practices and in settling complaints brought to its attention 
by American Importers. Further, in June of this year, this Government sent a 
group, consisting of two representatives from the State Department and a repre- 
sentative each from the Department of Commerce and the Economic Cooperation 
Administration, to Morocco for the purpose of investigating the situation of 
American businessmen in the French Protectorate. This group met with our 
officials in Casablanca, Rabat, and Tangier and also met with representative 
American businessmen in Casablanca. This group found that many of the 
Americans favored working within the present agreement with tho French on 
import controls but desired a further expansion of the free list; and that repre- 
sentations made to Congress by certain individuals were somewhat exaggerated. 
In this connection, the following excerpt from a letter dated July 12, 1950, from 
the American Chamber of Commerce in Morocco to the American Consulate 
General, Casablanca, explaining the views of that organization on this subject 

uoted: 

A Durin recent chamber meeting the entiro membership was unanimous that 
some modification of the present import restrictions is both desirable and neces- 
sary. Whereas some members éxpressed a desire for a complete liberty of importa, 
the majority, convinced that a total liberty of imports Is not feasible at present, 
they seem to agree that the inctusion on the list of additional goods anct avares 
represented by them would be acceptable until such time that exchange condi- 
tions would permit free and unhampered trade.” 

rthermore, some of the Americans in Morocco, who have been In business 
there since before the war, have made it clear that they have been ablo to carry 
on their activities successfully and are not entirely in sympathy with the views 
expressed by those advocating legislative romedies fn Congress. 


ITEMS ON FRENCH MOROCCAN “FREE’’ IMPORT LIST 


The following items were Included in the orlginal list of goods to be Imported 
without an allocation of official foreign exchange, published in January 1919: 
Milk, sugared or unsugared, concentrated or powdered. 
Sugar and molasses ° 
ee, green or roasted 


Green tea 

Capital equipment and spare parts 

Cement 

Ferrous and nonferrous metals 

Heavy-duty tires 

Lubricants . 

The following {tems were added to the list on December 31, 1919, as a result 
of our negotiations with the French: 

Raw fute fiber 

Raw cotton fiber 

Manufactured tobacco 

Certain pharmaceutical products: antibiotic, radio-active and antimalarial 
toducts in quantitles authorized by the central pharmaceutical service 
n accordance with the noed for each product 

Raw materials for soft drinks . . 
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Radio sets, including spare parts and tubes 

Passenger car tires of special sizes . 
Station wagons, not to exceed in valuc $2,250 factory list price 
Jeeps (all classes) and similar four-wheel drive vehicles 

Sewing machines (all kinds) including needles and spare parts 
Stcol tubes and joints 


JULY 12, 1950, 
AWERICAN CONSULATE GENERAL, 
Place de la Fraternite, Casablanca, 


Sins; In accordance with our discussions on Tucsday, June 28, and Sunday, 
July 3, on the extension of the List of articles provided by the edict of December 28, 
1948, and subsequent provisions, there {s enclosed a list of articles of American 
manufacture represented by members of the chamber, which the membership 
is desirous of having ad to the list of free {mports. There are hundreds of 
other American-mapufactured goods represented by our meinbers, some of which 
are presently on the free list, while others are totally excluded. The exclusion 
of the bulk of articles handicd by our members causes irreparable business losses, 

During recent chamber meetings the entire membership was unanimous that 
some modification of the present import restrictions fs both desirable and neces- 
sary. Whereas some members eapressed a desire for a complete liberty of 
imports, the majority, convinced that a total liberty of imports is not feasible 
at present, they seem to agree that the inclusion on the list of additional goods 
and wares represented by them would bo acceptable until such time that exchange 
conditions would permit free and unhampered trade, 

It will be noticed on the attached list that such articles as automobiles, house- 
hold refrigerators, nyjon stockings, whisky, and other items do not fall under the 
category of essential 2, The word cssential can be Interpreted in several 
ways, and consequently it is not our purpose here to discuss. However, such 
goods as whisky and American nylons whose importation into French Morocco 
is presently forbidden, cater in contraband and find their way behind the counters 
of stores in Casablanca, where they are sold at 30 to 40 percent higher than the 
current retail price prevailing in countrics where no import controls exist. There- 
fore there sppears no reason why such articles should not be imported by our 
membership, 

The edict of December 1948 was accepted by the State Denariment in order 
to bring about an improvement in the French economy and stabilize the frane. 
From all indications France has recovered considerably in the past few years. Hf 
this apparent recovery is truc, there is less need at present for a restriction of 
imports for French Morocco than there was at the time when the -estrictions 
were put into effect. 

The Chamber of Commerce of Morocco was organize’ for the purrese of pro- 
moting trade between the United States and French Morocco by bringing in 
contact American and French importers with United States manufacturers and 
export firms. In order to achieve our purpose we will need to request or influence 
legislation In the protectorate government that will permit American-manufac- 
tured goods to flow in and compete on an equal basis with European manufactures, 
It Is therefore suggested that in future conversations with the French Government 
our officials think in terms of American interests, both there and at home, rather 
than on altruistic lines. It fs further suggeated that in future conversations the 
Mixed Commission Inelude two inembers of the American Chamber of Commerce, 
one American and one Frenchman, the latter an caclusive agent of American firms, 


Respectfully yours, 
Gus G. Srratton, President. 

American automobiles American all type of tools and machinery 
American textiles American paints 
Ainerican whisky American chemical products 
American nylon stockings American paper articles 
American pens and pencils Amertean used clothing 
American insecticides American electric stoves 


American household refrigerators 
Submitted by the American Chamber of Commerce of Morocco, 
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AMERICAN CHamMeerR oF ComMERCE oF Morocco, 
October 3, 1950. 
The PRestpent, 
The White louse, Washington, D. C. 

Dear Mr. Presipent: Amendment No. 476 of the General Appropriation Act 
of 1951 reads: “Provided further, That after November 1, 1950, no funds herein 
sbpropeinice shall be made available to any nation of which a dependent area 
fails In the opinton of the President to comply wi 


+ 


th any treaty lo which the 
United States and such dependent arca are partic:.” 

A letter from this chamber dated May 12, 1950 appears on page A-4#169 of the 
Congrezafonal Record of May 24, 1959. I¢ gives details of certain violations of 
United States treatics of which the Morocean Government was guilly, Some of 
these still continue. 

United States treaties with Morocco guarantee “ccononls liberty without in- 
equality.” They limit customs duties to 12 percent, prescribe impartial customs 
evaluations; restrict taxes; preclude munopolics with certain specified exe >ptfons; 
and, above all, prohibit any restrictions on Morocean import or exvort trade unless 
de geatnietlons apply identically to trade with all nations including France and 

nN. 

Pihe import restrictions imposed by the edict of December 28, 1918, which was 
accepted by the Department of State, have affected Americans more than French- 
men or any others, 

French businessmen established in French Morocco before the war contro! the 
prot part of exclusive representation of Aincrican marks, and are therefore for the 

rge part able to obtain the lion's share of official dollars for their imports, while 
Americans, in busincas only since the last war, have an insignificant share in the 
dollars available to Morocco for imports from the United States. Again, French- 
men are at the same time representatives of French manufactured goods, which 
they can import payable infranes. Americans do not havo any exclusive represen: 
tation of French 4, or any other non-American 3. 

Bince tho application of the aforementioned edict, some Amerstcan veteran 
businessmen in Morocco, who were earning a living Importing with their own 
dollars, or with dollara obtained outside of Morocco payatte locally, were obliged 
to relinquish their business and return home. Other: remained here, but found 
themselves almost conpletcly denuded of their business activities. Several of 
the latter who have made substantial Inveetments locally gradually sce thelr 
dle sayings dwindling until eventually they too will have to return home without 

unds, 

One spectacular problem created is that of the personal automobiles. Amert- 
eans have always been accustomed to drive comfortable American care. Since 
the restrictions of American automobiles into French Morocco in 1948, several 
Americans on returning from home last vcar brought in with them theiz personal 
automobiles purch with thelr own dollars while on vacation in tho United 
States. When they returned here with their cars, they were obligcd by the 
customs to sign an spreement to ship out their personal car within a certain 
period of time. Tired from thefr long vovage they had no alternative but to 
aign such an agreement, knowing fully well that it would forve them to ship out 
thetr car and be left without transportation, which was esecntial to carry on their 
business. The deadline arrivéd and Americans were obliged to get their cars 
cut, which they did, some of them even paying a fine of approximately $25 for 
keeping their care after the date of agreement. Some of these Americans aro 
now forced to drive two-by-fotir French cars, whether they like it or not. It ts 
really humiliating to seo an American who used to drive a Buick or a Cadillac 
crawl along on a amall non-American automobile. 

In recent discussions between the appropriate French officials at Rabat, the 
capital, and members of the American Legion, the latter were told that they 
might be authorized to bring In a personal car, provided they sign an agreement 
not to dispose of {t before 2 yeara. The apirit {n such a provicion {s not flattering 
to us American citlzans, especially when our business reputation locally shows 
an irreproachable conduct. . 

In view of the foregoing, it is reepeetfully pointed out that Morocco is faiting 
to comely with her treatics with the United States as long as ahe shall not— 

(1) End restzietions imposed on two-way trade with the United States which 
are not applied identically to trade with every other nation; 

(2) Compute and collect customs in complete conformity with the proecdures 
and rates eatablished by treaty; 
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(3) Cease the requirement for 3 percent guaranty for the importation of tea; 

(4) Discontinue entry taxes and “‘cessions” fn kind whieh ane sniiisacedd in aadi- 
kind to customs; : 

(9) Conclude arrangements for prompt reimbursement of taxes and customs 
collected in excess of those allowed by treaty and for just compensation for 
“ovssions” In kind; 

(6) Cease all attempts to ercate or maintain monopolies in trade or transpor- 
tation Uhrough cartels or otherwise, or to give a favored competitive position to 
any organization unless specifically permitted by treaty: 

47) Permit American citizens residing and doing business in French Moroceo 
to import anything (yey desire for personal or houschold use. 

Request the Department of State's immediate intervention to permit American 
citizens to finport personal automobiles payable in dollars from heir accounts in 
the United States. This question is very pressing, as several Americans are 
handicapped in thelr business for lack of personal (ran<portation, 

Que attitude is not anti-Freneh, it is one of fuctice, cooperation, fatrness, and 
the furtherance of American interests. This ix the potiey of the American Chatm- 
ber of Commerce of Morecco, based on the policy of the United States Chamber 
of Commerce at Washington, B.C. 

It is hoped that officials of your staf! charged with making a determination of 
fact in connection with Moroccan treaty compliance will agree that each of the 
six violations Isted above should be eliminated as a condition of further assistance 
to France. 

Lespeetfully yours, 
Gs G. Stratton, President, 


Cowsrrerat Sirvation anp Resvutts Onrainep 


(Excerpt from the 1930 Annual Report of the American Chamber of Commerce 
of Morocco) 

A few words on the effort made by our chamber vis-a-vis the consulate general, 
the Department of State, the Congress of the United States at Washington, 
and the residency at Rabat. 

At the moment of the organization of our chamber, commercial relations be- 
tween the United States and the residency were not of the best which had existed 
between the two countries. At that moment the climate was unfavorable. It 
would be superfluous to repeat the events which went before and the successive 
struggles of Paris and Rabat versus Washington, the American consulate, and 
the Congress. 1 take this opportunity to read you a brochure transmitted to 
us by the Department of State via the consulate, (Read: Affair relative to the 
rights of the Ressortissants of the United States in Morocco.) 

Here I would like to empha ine that the attitude of the American Chamber of 
Commerce in Morocco in its role as intermediary, by its policy of equality and 
justice has helped to put a stop to the bad press and unfavorable public announce- 
ments for the two countrics, Thus, during the mectings which took place at 
Casablanca at which were peesent tepresentatives of Congress, the Department 
of Commerce, and the ECA from Washington, we not only gave a report which 
caine as close as possible to the (ruth but we also took Into consideration the 
interests of American and French businessmen as well as the gencral interest 
of the United States and Moroceo. One coutd therefore justly state that our 
attitude of comprehension and fustice contributed to the improvement of a 
dificult and confused situation. In the files of the chamber, the members can 
read the correspondence with Washington on this subject. 

As for the petition of the American Chamber of Commerce of Morocco to Rabat. 
on the subject of the extension of the free list now in force or the allocation of 
supplementary exchange, and following the visit of Mr. Wecherle and mvzelf 
to Mr. Baraduc and Me. Lamy, one can sce that the protectorate has made an 
ehpreciahle effort. Exchange has been allocated for automobiles, spare parts. 
refrigerator, tires, and recently for textiles. I will not sav that all our needs 
have been answered, but, by our efforts, we have obtained relative conpensation. 
We intend this year to make further efforts to linprove the possibilities of importa- 
tion from the United States. 
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THURSDAY, JULY 19, 1951 


Hovst oF REPRESENTATIVES, 
CosstteEE ON ForEIGN AFFAIRS 
Washington, D.C. 
Tho committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricnarps. The committee will come to order, please. 
Ladics and gentlemen, we are in session for further hearings on the 
Mutua) Security Program. Wo are fortunate in having with us this 
morning Gen. J. Lawton Collins, Chief of Staff of the United States 
Army, who will testify. 
Gencral, will you proceed in your own way. 


STATEMENT OF GEN. J. LAWTON COLLINS, CHIEF OF STAFF, 
UNITED STATES ARMY 


Gencral Contins. Mr. Chairman and gentlemen, lot me say this is 
the first opportunity I have had to appear before this committee. I 
regard it as an honor and a privilege to be here with you this morning. 

Two years ago this Nation took a historic and decisive step when it 

embarked on a program to strengthen tho military defenses of the free 
world, It was a step with the basic purpose of deterring aggression, 
as well as a move to bo prepared to defend ourselves and defeat an 
ageressor if ho should force war upon us. It was a step taken at a 
time when the international climate was turbulent with intermittent 
crises. 
At that timo our memories were fresh with thoughts of how seven 
nations in Europe had been enslaved behind the iron curtain since the 
end of World War II. We know even then that communism was more 
than a slow malignant growth strangling the liberties of men. And 
the events of the past.year have contirmed that knowledge, and havo 
proven beyond all doubt that the evil we face is not only an insidious 
creed but is a militant communism backed by forco. Already the 
Communist empire embraces one-third of the world's population and 
one-fourth of its land arca. We know that communism respects 
power alone, and if tho free world is to enjoy peace, the free world 
must be strong. 

We and our paints have persevered and grown stronger through 
these two fateful years. Tho free world looked to us for leadership 
and the American people have responded magnificently. But thero 
is a natural temptation after 2 years of airEgG econo, sycho- 
logical, and even military—to question the objectives, to relax tho 
pressure, and to turn to other problems; particularly since we have 

ad some success in our mutual defense efforts. But now, more than 
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ever before, we must not be lulled into complacency and indecision 
by any wishful thinking. We m@t remain steadfast on the course 
we have b , for the danger persists. We should drive resolutely 
along our planned route toward world peace and not be diverted by 
any detours of Communist policy. 

ile I endorse the military-aid aspects of the entire mutual 
security program, I appear before you today as a Department of 
Defense witness on that part of the program pertaining to North 
Atlantic Treaty countries in Western Europe. 

The security of Western Europe is vital to the security of the 
United States, and the defense of it is in effect a defense of the United 
States—and all the rights and freedoms that our great Nation stands 
for. Our objective is to generate there the strength in being and 
the mobilization capacity which, together with political stability, will 
be sufficient to deter the Communists from eerienerast to seize 
Prope industrial power which is second only to that of the United 

tates. 

We are concerned not only with the geographical aspects, but 
even more important, with the defense of our way of life—the dignity 
of the individual, his political freedom, his freedom of worship, his 
standard of living. 

We have drawn from Western Europe our language, our literature, 
and our laws—the very roots of our cultural existence. The strengths 
and weaknesses of European peoples are reflected in the strengths 
and weaknesses of the American people. Even ways of thinking are 
based on our common heritage. though we do not always see 
eye-to-eye with our friends the compelling truth is that even if there 
were few bonds of eae and no cultural ties, the nations of 
Werlern Europe would still be necessary to the survival of the free 
world. 

The importance of the productive capacity of Western Europe 
should not be underestimated. If Western Europe falls under 
Communist domination, there will be lost to the forces of freedom 
the industrial efforts and scientific skills of more than 200,000,000 
people. The coal and steel of the Ruhr, the Saar, and th Lille areas 
would be among the resources available to our enemies, and the 
economic scales might be tipped against us. : 

Today, the free nations of the world have a material productive 
advantage over the Communist nations, but if Western Europe were 
lost this advantage would be greatly reduced and in some cases 
overcome. Our advantage would be reduced, generally, in coal, 
from 3 to 1 to & to 1; in steel, from 5 to 1 to 1% to 1; in power, from 
6tolto1%toi. And if Western Europe were lost, the Middle East 
would not be far behind and the Communists would then control 
half of the world’s oil reserves. 

If Europe and the Middle East should fall under Communist. 
domination, the Western Hemisphere would face almost certain war 
or economic strangulation. The polities economic, and ultimate 
military conflict that would ensue is dreadful to contemplate. It is 
by no means certain that we could survive such a conflict; that one- 
seventh of the world’s population could matnerand six-sevenths; that 
we could stand for long without our European friends and their 
resources. The stark fact is that we need a free Europe and Europe 
needs us. Only our combined strengths can make us secure. 
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To achieve security each nation must contribute its share, and 
must concentrate on what it does best. Since the turn of the century, 
the foundation of our strength has been our great industrial capacity. 
Ours is not the largest country nor the most populated, but in pro- 
ductive capacity we lead the world. 

It is through our enormous productivity that we can make a most 
vital contribution to the mutual defense efforts of the NATO countries. 
To a large degree the progress already made in our collective security 
effort is due to the economic and military aid provided for the Nort 
Atlantic Treaty area during the past 2 years In addition to its 
material benefits, our aid is serving as a tremendous psychological 
stimulant to the Europeans in getting them to help themselves. 

The greatest stimulus, of course, came from the establishment of 
General Eisenhower's headquarters and the further development of 
the North Atlantic Treaty Organization. These organizational gains, 
no matter how inspirational, are meaningless, however, without the 

uipment to back them up. This equipment is an important part 
of that program, and is essential to the morale of our allies. 

I think you should know some of the general criteria used in planni 
the fiscal year 1952 program of military aid. Tho concept whic 
underlies the entire program is that the primary responsibility rests 
with each country for raising, maintaining, and equipping its own 

orces. 

Our European partners are contributing substantial quantities of 

the items required for tho initial equipping of their forces, such as 
major armament feasible to produce in Europe, small arms and 
ammunition, all personal equipment, food, housekeeping supplies, and 
the like, And they also maintain posts, camps, and training areas. 
_ American aid does not mean giving the Europeans a “shopping 
list.” The needs of every nation are meticulously studied and every 
item is carefully considered, An artillery piece, or a plane, or a ship 
for example, is only provided after thorough screening, analysis, and 
review of the requirements both abroad and here in the United States. 
First, we make sure that it, or a comparable item, cannot be produced 
in time or otherwise obtained by the country which is to receive it. 
Then it is viewed from the standpoint of possible adverse effect on 
our Nation’s resources. A careful estimate is made of the recipient 
country’s ability to absorb and properly utilize it. And finally, it 
becomes a firm requirement only if it fits into the over-all collective 
strategic plan. . 
, Of equal importance with our shipments of supplies and equipment 
is our training assistance. Dollar-wise, this aid is not very large, but 
it is extremely important since the effective and economical use of our 
equipment depends upon proper training. 

In this connection during my last trip to Germany, I visited some 
of the Army schoola which we are operating. These schools are 
training technicians not only for our own units but for the European 
countries who are receiving military aid—and I can assure you that 
our investment in that school system in Europe is paying tremendous 
dividends. For example, since 1949 in these Army schools we have 
trained more than 2,000 selected foreign nationals. And the Navy 
and Air Force have trained almost 2,500 additional students. 
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This aid is beginning to produce results. General Kisenhower’s 
headquarters is no longer a command without troops. Tho forces-— 
land, sea and air—are assembting from both shores of the Atlantic. 
And they are training alongside each other in oxcellent: harmony. 
Their ranks aro filling and while still short of equipment, they aro 
now beginning to receive a steady stream of tho supplies they need. 

Other great strides havo also been made. Tho terms of military 
servico in certain countries have been lengthened, and thero aro 
indications that in somo cases further increases may bo adopted. 
Military forces aro being reorganized to produce more combat units 
to fit into Gonoral Eisenhower’s command, Europe's pre-Korea rato 
of military expenditures has been greatly increascd and further in- 
creases are probable. : 

With such signs of success to reward our efforts of the past 2 years, 
it is only natural that we should be inclined to question the need and 
tho scopo of further aid. But we must keep our goal clearly in mind. 

This is the long-range program of the free world for survival. It 
should not be jeopardized by short-range successes. 

Tho wisdom and courage we demonstrate by not relaxing now may 
mean the difference between war and peace in the future. Com- 
munist pressure continues relentlessly, overy day, world-wide, above 
and underground. We must meet it with inexorable purpose. In 
war and in peace we havo learned that when dealing with Communists, 
strength is tho final arbiter. 

Tho fiscal year 1952 Mutual Sccurity Program is an essential step 
in establishing the sccurity of the United States. I recommend it 
for your favorable consideration. 

hairman Ricnarps. ‘Thank you, General. I am sure wo all agreo 
that was a forceful statement, I notice on the bottom of page 2 you 
make this statemont: 

The security of Western Europe is vital to the ate ged of tho United States, 
and the defense of it is in effect a defense of the United States. 

As I sce it, that is tho premise on which this bill comes here. 
Would you care to say anything elso for the record about that, and 
give us your vicwpuint as to tho relative importance of this program 
to our own national defense? 

Genoral Cotutns. Yes, Mr. Chairman; I would be very happy to 
comment on that. I do not beliove that you can really separato tho 
two programs, that is, the MDAP program and our own program for 
tho uereopment of our own military forces, because the two sro 
interrelated. 

I personally think that we have not sufficiently stressed, par- 
ticularly with tho public perhaps, that wo are not in Europe merely 
to defend Europe. Very frankly, from my point of viow, I would 
not be too greatly interested in that. We aro there primarily to 
protect tho good old U.S. A. That is something that we must all 
thoroughly understand. I, as a military man, fecl that wo ought to 
build our protection as far away from the United States as it is 
possible to do it. So, therefore, this program is an integral part of 
the plans for the defense of the United States, not merely for tho 
defense of Europe. : 

I think that is the key to the whole business. I think the program 
must be gaged and evaluated in the light of that conviction on the 
part of military men. 
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Chairman Ricwarps. Dr. Eaton. 

Mr. Eaton. What would happen to us if the Russian powers took 
over Europe? 

Genoral Cgutins. Well, of course, as I indicated in my statement, 
first of all, Mr. Eaton, we would be faced with a los3 of roughly 200 
million of the most skilled people in tho world, artisans and technicians 
of all types. 

With them would f° a tremendous part of the productive capacity 
of the Western World. Actually Russia would gain more productivo 


capacity if thoy were to overrun Europo than they now have under. 


their control. ; 

When you link that productivo capacity with the productive capac- 
ity they already havo, and the increase in trained manpower with the 
normal procedures followed by the despots, whether Nazis or Com- 
munists, and they are sil alike as far as I am concerned, you would 
havo a restraint on trade that would bo bound fo affect our standard 
of living.at homo and our entire economic well-being. 

Moreover, when you link te that tho potential of being able to 
attack England, for example, from tho continent, then our ability, 
if war did come, to hit back at the Communists would be materially 

ected. 

_ They would get harbors on the open Atlantic from which to operate 
submarines against us. They would be ablo to hit potential bases in 
England from which our Air Force would havo to operate. 

I think from both an economic and a military standpoint it would 
bo a tremendous threat not only to tho security of the United States 
but to its economic well-being. 

Mr. Eaton. So the foundation of our foreign policy at the present 
time is based upon a conviction that it is the purpose of Russia to con- 
quer the world, ending up with us? 

General Couutns. Of course, I do not determino the foreign policy. 
I do think that probably that is tho basis. 

Mr. Eaton. It is a very scrious thing, is it not? 

General Coitins. Yes, sir. 

Mr. Eaton, About the most serious wo have ever faced? 

General Couuins. I think so. 

Mr. Eaton. Well, our duty is to inform our peoplo and organizo 
our resources to meet this tremendous challenge? | 

Gencral Couutns. Yes, sir. 

Mr. Eaton. It is awfully tough stuff for hot weather. 

General Cotuins. Yes, indeed, 

Chairman Ricwarps. General, wo have a rulo for interrogation 
hero in the committee which wo call the 65-minute rule. We will 
proceed under that rule this morning. Mr, Mansfield. 

Mr. Manarietp. I have no questions. I just want to oxpress my 
appreciation for a very fine statement this morning. 

hairman Ricwarps. Mr. Chiperfield. . 

Mr. CuiperrieLp. When General Bradley was here ho told us the 
number of divisions that Russia and her satellites had. We were 
told the ratio as compared with NATO forces. 

General, what I would like to have yuu explain is about what 
strength wo would have to have to defend Western Europe, and how 
we could do it on the ground? Of course, I realizo we have air, and 
also air from the Navy. How many divisions would Russia have in 
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Western Europe, how many would we need, and how can we do it so 
we wil! not have a. Dunkirk 

General Coutins. I would like, if it is possible, Mr. Chairman, to 
answer this one off the record. This is an executive session, as I 
understand it. 

Chairman Ricnarps. This will be off the record. 

Discussion off the record.) 
eneral Conzins. This program also has to be checked from an 
economic standpoint as well as from a military standpoint. 

I think it is alsb the reason why we have to go carefully and say, 

“If you do not do this, we will not do anything.’ 
_ I think that has to be weighed and analyzed carefully as to what 
is a reasonable portion of the national wealth of a given country that 
could be converted now into military cabbies bee without lowering the 
standard of living to a point where tho people would be more subject 
to the infiltration of communism. 

Mr. CannawAN. Would you say if it had not been for the Marshall 
plan that we would perhaps not be able to build up much military 
atrength in Europe at the present time? 

General Cottins. That is my judgment. I am no economist. I 
have lived in Europe for 3 or 4 years. I know something of tho 
economy of France and Germany. 


I am firmly convinced that the: Marshall plan had a great deal todo _ 


with putting Europe on a more even keel, and it makes it possible now 
for them to ually convert some of that economic endeavor into 
military production. : 

Mr. Carnauan. If thatisso, why place such strong emphasis on 4 
shift from.the idea of economic assistance over to military assistance 
at the present time? : . 

General Cotiins. I think they have come to the point—again, I 
cannot give you 4 positive answer on that because I am no economist— 
where the general opinion is that the economic stability of Europe has 
reached a reasonably safe point. 

So that now, particularly, counterpart funds should be used more 
and more for the production of military equipment. | 

Mr. Cannauan. Additional military equipment will be built from 
the additional economic strength? : 

ene Cotuns. We think additional economic strength has been 
created. . 

Chairman Ricuarps. Mrs. Bolton. ; 

Mrs. Boron. General, we are glad to have you with us again. I 
want to ask a little about the schools. Are they all in Europe? 

General Cottins. We have many foreign students that attend our 
schools here in the United States. We do not let them go up to our 
war colleges, But below. the wer-college grade we have foreiaere 
in all of our technical and service schools in the Army, and I t 
equally in the Navy and the Air Force, here at home. : 

These schools that I spoke of having visited personally in Euro 
have a little more apelin character, technical primarily, to teach, 
for example, the Belgians to handle our equipment. ; 
They have been very successful. One that I visited was in 


rmany, . 
Mrs. Botron. What language problems,do you have when the 
men come in? 
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General Cotuins. We do have language problems; but, frankly, 
when you are teaching technical matters, your difficulties of language 
can be overcome to some extent by demonstration. 
They try to pick men to send to our schools that have some knowl- 
edge of i . English is becoming more and more the universal 
urope. 


language of Europe -- 

Mrs. Boron. What I was wondering is if you were making any 
effort to usa the language techniques that were used on the Chinese 
in the air school at Miami? 

General Cotuns. We think in the Army and the Air Force we have 
developed systems of teaching languages. 

Mrs. Bouton, I know about that particular method. 

General Cottins. We are using those techniques. 

Mrs. Botton. Dr. Richards did go down from Harvard and did 
teach sergeants to teach what is called Basic English which has been 
one of my interests for 25 years. I was wondering if it is spreading 
out into more of our service schools. 

General Couns. In these particular schools in Europe, as I say, 
they are primarily technical in character. I do not believe we have 
made ‘es great effort to teach English. 

Mrs. Borton. It would be necessary here; would it not? 

General Cotuins. Yes. We give courses to the men who come here. 
Out at Fort Leavenworth we run a course for the foreign students in 
English. So, in the early part of the year that parallels their tactical 
instruction. 

Mrs. Botton. Would you be good enough to furnish me with the 
information as to what language techniques we are using—whether 
it might be the technique set up in Miami. This particular method 
is the greatest timesaver in the world. 

Dr. Richards is so set up at Harvard that he can prepare materiel 
for different nationals and see that teachers are made available. 

General Cours. I will be very ha Py to. 

Mrs. Botton. Have I some time left, Mr. Chairman? 

Chairman Ricuarps. We are not on a time limit. We are depend- 
ing on the good conscience of the members. 

irs. Bouton. I shall try to develop one. 

I wanted to ask a question on the uso of the factories of Europe. 
Is the Army going to broaden out the attitude expressed to us some- 
what here in one of our hearings; viz, that ney prefer aed every- 
thing assembled here and sent over there finished instead of having 
tho factories of Europa who can produce some of the parts make those 
parts, and then havo the assembling over there? © you contem- 
plating that kind of weak in reality, or is it just a dream? 

General Cotuins. Well, gradually, as this program goes on, we 
feel that the European countries should take over the manufacture 
and maintenance of the equipment that we furnish them initially. 

We are also going along with the production of certain types of 
heavy equipment in Europe that they are capablo of producing. 

The French, for example, have built a certain number of light tanks 
and a new heavy tank which we are examining with them to decide 
whether or not we feel it would be a good tank for them to build. 
We do not have the final decision on that, but since some of the raw 
materials come from this country we do have a say in it, at least. 
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Mrs. Botton. Has anything happened on tho increase of plane 
production in France, for instance, to put the British jet motor into 
@ French made plano . 

General Cotuns, I cannot give you any details on that, but I do 
know the plan is to uso both the productive capacity of France and 
Italy also, if Iam not mistaken. The Italians used to produce somo 
excellent planes. 

Mrs. Bouton, In the early days? 

‘General Cotuins. Right. 

Mr. Bouton. Thank you very much, Mr. Chairman. 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zasiockrt. Mr. Chairman, perhaps my questions would be 
best asked off the record. They are about Spain, and I think perhaps 
& more frank answer would be had if it were off the record entirely. 

Chairman Ricwarps. All right. 

(Discussion off the record.) 

Mr. ZasLocki. That is all, Mr. Chairman. 

- Chairman Ricwarps. Mr. Smith. 

Mr. Suitn. General, when you give your opinion on such things 
as Spain today, you cannot consider it solely from the military 
standpoint; can you? 

General Cottins. No, sir. 

Mr. Surrx. I mean, there are political problems involved there 
that we sometimes find in this committee outweigh the strictly 
military ones. . 

General Cotuins. ‘That is right. They might well outweigh them. 

Mr. Suit. Can you tell me what the approximate cost is of main- 
taining an American soldier overseas per year? 

General Cortins. Yes, sir. It costs something over $4,000 per man 
per year. That involves everything now, not merely his pay and food 

ut all of the communications, and everything else supporting him. 
That is not specifically just for a soldier overseas, but for « soldier in 
the Army as a whole. That also includes the proportionate cost of 
research and development, procurement, supplies and everything. 

Chairman Ricnaros. Could I interpose a question there? 

Mr. Sita. Yes. ; . 

Chairman Ricwarps. General, do you know what the difference in 
cost is—and there is bound to be some-—of sustaining a soldier here 
and overseas? ; . 

General Contins. Yes. I could give that to your committee, if 

ou wished it. The Senate Foreign Affairs Committee asked me when 

was a witness before them if I could give them the difference in cost 
of maintaining four divisions and supporting troops in Europe over 
what it would cost to maintain them here at home. I could give you 
exactly that same information. | 

Chairman Ricnarps. All right, sir. 

Mr. Surrn. If you will, please. 

(The information requested is as follows:) 


ESTIMATED COSTS INVOLVED IN MAINTAINING FOUR DIVISIONS AND SUPPORTING 
TROOPS 


1,.The estimated annus! cost of maintaining four divisions, including one 
armored division and three infantry divisions, plv 3 necessary supporting troops, in 
the United States is $755.2 million. 
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2. The estimated annual cost of maintaining the same force in Europe is as 


follows: 
Milions of 
(a) Costs in initial year: dollere 
Maintenance cost in United States............--..--.-2-0-- $755. 2 
Movement of force to Europe... ..-..----- 2-2-2 eee ee nee ee 146. 5 
Additional costs in maintaining force overseas. ....---..--.-- 114.3 
MOB Seac scceeseed ste cee cdaess h olessewscekdclee ce Geces 1,013.0 
(6) Annual recurring costs thereafter: 
Maintenance cost in United States...............----2..--4 755. 2 
Additional costs in maintaining forces overseas. ......-....-- 111.3 
Othe ess eset Matte dic Sos te cs be ben ev eus see 866. & 


3. The costs of any additional construction for housing the four divisions and 
supporting troops in Europe have not been included since a substantial but {n- 
determinate portion thereof may be furnished by European governments. 

Mr. Saitx. General, is not a very important guestion so far as the 
success of this program is concerned the cooperation we get from 
these countrics and the NATO countries? 

General Cotuins. painter 

ie Saitn. It is not strictly a military program on our part alone; 
is it 

General Coturns. No, sir. It is not. 

Mr. Suiru. One of the things that disturbs me as we consider the 
impact of this military preparedness on the people there is the fact 
that thoy are going to suffer a reduction in their standard of living, 
which to me is already pretty low. 

I am wondering how we can possibly create a favorable attitude on 
the part of those people to get bebind the program so that it will 
eventually achieve the objective we seok. 

General Cotuns. I think I tried to answer that partially a moment 
ago. I think that that is why this program has to be linked for some 
time to come with some sort of economic assistance. In other words, 
you cannot do it solely in the military ficld alone. The two things 
must be combined. 

I do think, however, that the well-being of Europe has certainly 
come up since the cays of the war. 

Mr. Smith. But we have some testimony here, Gencral to tho 
effect that, notwithstanding the billions we have poured in under the 
Marshall plan, the standard of living has risen very, very little: in 
fact, only a few dollars per capita. Now we aro going to taper off 
this ECA program and go into the military program, and it looks 
to me as though wo have a terrific problem facing us on that score 
because obviously the people who have engaged in this increased 
production are not getting a part of it. 

General Coutins. Actually, of course, that is beyond my field as a 
military man, but I realize the fact that the problem is there. There 
is no doubt about that. 

Mr. Suita. Thank you. That is all I have, Mr. Chairman. 

Chairman Ricuarps. Mr. Ribicoff. 

Mr. Ristcorr. This will bo off the record, Mr. Chairman. 

Chairman Ricuarps. All right, Mr. Ribicoff. 

(Discussion off the record.) 
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Mr. Risicorr. I certainly want to compliment you on your state- 
ment and your realization that we need the rest of the world as much 
as the rest of the world needs us. 

General Cotutns. Thank you. 

Mr. Risicorr. I think your problems in this country psychologically 
would be much easier if that point were hammered home more and 
more by all of us who have the responsibility for forming public 


thinking. 

General Conus. I thoroughly agree with you. 

Chairman Ricnarps. The Chair would like to state that I will let 
the members know when they go into the well of the House. How 
many have already answered the call? Then we must go down 
now. 

General, we have to go down to answer to our names. However, 
there will be come members who will continue questioning. 

Mr. Vorys. Off the record. 

@iscussion off the record.) 

eneral Cotuins. I would say in military planning we do not have 
just one plan. It really takes three genera! plans. That is, some- 
thing you should be prepared to do next week if something happens. 
That is an emergency plan. Then what would you do within the next 
few years? We generally speak of those as midterm plans. Then we 
have longer-range plans. ‘They are not developed to the same extent. 
There is no necessity of working up the details of a long-range plan. 

It is essential that we have details for what we do next week, in an 
emergency plan. It is also essential that we g0 into quite some detail 
as to what we would do for our so-called midterm plans. But in all 
military planning you have to look well ahead, and there must be an 
integration between your emergency planning, phasing it into a mid- 
term plan, and your midterm plan should be in consonance with 
what your long-range plan is. 

Mr. Vorys. Thank you very much. 

Chairman Ricuarps. Mr. Merrow. . 

Mr. Merrow. Are there any evidences the Russians are increasing 
their military strength in the west since we have started this program 

General Coruna. I would like to answer that off the record, if I 


may. 

(Discussion off the record.) . ; 

Mr. Merrow. You spoke about the Germans being the best 
fighters, whether we liked it or not. Does it follow that before we 
can hope to remove our troops from Western Europe, it will be 
necessary somehow to in te Western Germany militarily in the 
defense of Western Europe 

General Cotiins. That is my personal belief. 

Mr. Merrow. If that were done, then the time might come when 
we could get away? 

General Cotzins. Possibly so. 

Mr. Merrow. Thank you. 

Mrs. Ketny (presiding . Mr. Battle. 

Mr. Barris. No questions, «Si. 

Mrs. Kxiry (presiding). Mr. Judd... 

Mr. Jupp. General Collins, on your first page you say that the 
Communiste— 

* ¢ © have proven beyond all doubt that the evil we face is not only an insid- 
fous ereed but is a militant communism backed Hy force. 
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Has there ever been any doubt of that? 

General Co1uins. I think there has been some doubt on the part 
of some of our people. There has never been any doubt about it 
from_a military point of view, certainly. But I do think this opera- 
tion in Korea clearly demonstrated the fact that it is a militant force, 
backed by military force. 

Mr. Jupp. Have they ever taken any country by infiltration, be- 
inning with Russia? Have they ever taken any country except by 
orce or threat of force? 

General Cotuins. Certainly not without the threat of force. 

Mr. Jupp. I do not know of any they have taken over except by 
force, including Czechoslovakia. Every 2 men out of 50 in the fac- 
tories had riffes or other small arms, and 2 men with arms can always 
take over 48 without arms. 

General Cotuins. But that was not generally known, I believe. 

Mr. Jupp. It was not? 

General Cotuins. I am speaking now of what is generally known to 
the American public. I do not believe they did know that. 

Mr. Jupp. t night 8 member raised a question regarding our 
moving in 5 years from the peak of security to perhaps our all-time low. 
Do you not feel we should go ahead and educate our people, includin, 

eople in the Government, to the fact that this is an armed threat 
ow could anybody fail to know that after reading Mao Tse-tung’s 
books, in which he said communism could not win China without 
the use of armed force? He has said it a thousand times, and yet 
some people thought it was jest an agrarian reform depending on its 
ideas to win forit. People did not come to that opinion spontaneously. 
They were led into thinking that by people who knew what they were 
doing. It was an attempt to lull people to sleep while the Commies 
built up their strength. But there was no excuse for governments to 
e fooled. 
_ _I am sorry that your statement seems to me to perpetuate the 
gigantic misconception or error that has been responsible for a lot 
of our troubles, and that is that Europe's industrial capacity by itself 
is sufficient to save hor. . What is it worth without raw materials, and 
Europe has not got them in adequate quantity. Why do we not say 
that every time we talk about the question? 

General Coxtins. I think it would probably be well if we said it, 
Dr. Judd. I will plead guilty to not having included it in my state- 
ment. It was not done deli crately. 

Mr. Jupp. I know, but it is a habit of mind that people have 
that needs to be changed. You mentioned only productive capacity, 
but productive capacity is only one of five factors of power, the others 
being morale, territory, resources, and manpower. The Communists 
are getting the territory, resources, and the manpower, and then what 
is the productive capacity worth? They want to take that over intact, 
not destroy it, and the way to do it is to deprive our side of raw mate- 
rials, and so forth. 

General Couns. But you cannot discount the fact that Europe 
does have great raw materials. 

Mr. Jupp. Yes; but it does not have enough. 

General Cottins. No; but nevertheless Germany fought the last 
war with practically no outside material resources, and they fought 
t for 5 years. : 
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Mr. Jupp. Certainly the presently underdeveloped areas cannot 
make it without Europe, but neither can Europe make it without 
them. Why do wo not say that every time we talk about it? If we 
are strong only in Europe they are not going to strike there, but will 
strike in Asia or the iddle East where we are not strong. If we 
build up Asia they will not strike there. 

In line with what the gentleman from Connecticut said, do we not 
more and more haVe to educate our people to the hard fact that it is 
not juet Europe alone? We are emotionally attached there, but there 
is more than that involved. It is industrial capacity plus raw mate- 
rials, and they are not in one place. 

General Cotzins. Right. 

Mr. Jupp. I hope that even more vigorously you and your associ- 
ates will stir people up on that point. 

Thank you very much. It is nice to have you here and profit from 
your excellent statement. — 

General Cotuns. Thank you, sir. 

Mrs. Keuuy (presiding). Mr. Burleson. 

Mr. Burveson. My respects, General Collins, 

I have often wondered, General, in your position and that of the 
military what it is like to play a game when you know your opponents 
have cour signals and also the ball. I think that is exactly our situa- 

ion today. 

Mr. Jupp. And some of the players on your team are theirs. 

Mr. Burson. Well, that could be true too, but that is another 
question. a 
pm General, it seems to me that is pretty much the case. You are 
facing that problem, but aside from the fact that it is our system that 
we are open with everything we do, do you not find it is a matter of 
concern under those circumstances? ‘ 

K General Conuins. Yes, we are, but I remember when I was an 
instructor at the Army War College for many years we used to have 
a lecturer from Princeton University come down each year to talk, 
I do not recall his name now, but he made this point, and I felt like 
cheering each time he made the statement. He said that a democracy 
is the poorest type of government with which to prepare for war, but 
the democracy will lick the autocracy every time. - 
v_ 1 believe that is true. In other words, with the democracy you 
have got to take these ills and ailments. Tho military man must take 
those. In other words, many of our plans and many of our capacities 
have to be spread on the printed page and, therefore, the potential 
enemy gets that information free of charge. 
However, on the other hand, you must inform our people, and as 
Y’eaid earlier here, I think that has been one of our difficulties—that 
this effort in Europe is not merely being made for Europe, but is being 
made in the defense of the United States. . 
- In order to convince them of that you have to spread a considerable 
bit in the public print. We military people, I think, have juat got 
to accept that, We try to hold it to the minimum. We ask you 
gentlemen to do it, too. This mo for example, I spoke quite 

nkly off the record, and I hope that will remain off the record. Iam 
confident it will. 

“Mt. Futon. This committee has an excellent record on that. 
t 
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General Co.tins. That is what I havo been told, and that is why 
I epoke with such frankness. 

Mr. Burzteson, Some of the other committees of Congress have 
seemingly not been so good on that? : 

General Cotutxs. I would not like to say anything on that. . 

Mr. Bunveson. Theo philosophy is fine. I certainly subscribe to it. 
However, if I were engaged in a rock-throwing fight, I would rather 
havo the rocks and let the other fellow have tho philosophy. 

General Coxtins. Right. 3 j 

Mr. Bur.eson. An example of the disclosure of vital information 
appeared in the papers this morning. Here is a chart showing the 
arrangement of airfields, and naval bases, which Admiral Sherman 
has purportedly discussed with the Spanish Government. Certainly 
I do not mean to leave the impression that Admiral Sherman gave 
someone a blueprint of what he had hoped to do or what he had done. 
I am sure it is someone’s speculation, but it is things of this sort I 
am talking about, and such things as the recent publicity regarding 
the B-36’s, what our capacitics are, and what our plans are likely to 
be. It distresses me. It just makes me sick when I seo anything 
like that. 

I do not know what can be done about it, but I just wondered if 
you were not rather distressed about it yourself. 

eneral Cotiins. Well, at times we are. 

Mr. Burteson. Thank you very much. 

Mrs. Kretty. Thank you, Mr. Burleson. 

Mr. Fulton. 

Mr. Funton. The problem is simply one of degree. The trouble 
arises when the other side does not disclose and you must discloso 
more. Therefore, the problem is not for us to close up moro, but to 
force the others to disclose more, because if everybody is operating in 
the same system, you would not have too much complaint. 

General Cotuins. The difference is, in the pole state, where the 
people do not decido policies and it is decided by a handful of men, 
then they do not have to oxplain to their people. But that is frankly 
one of the reasons shyt have supported our efforts in the psychological 
field—tho Voice of America, and such things as that. There is no 
doubt but that we must wage psychological warfare against commun- 
ism, and wo ought to reinforce our efforts in every way we possibly can. 

Mr. Funron. That is my point. Instead of just having the feeling 
that we are at a disadvantage, we should take an affirmative policy 
with affirmative steps that does the explaining when others are not. 

General Cotuins. Right. 

Mr. Fuuton. So instead of cutting down tho Voice of America 
funds to 10 percent we ought to be building it up further and ought 
to be educating the people as to what government means, even behind 
the iron curtain. 

General Coutins. Right, sir. 

Mr. Futron, I would like to point out to Mr. Ribicoff that th 
Finnish-Russian War ended with 4 verdict for Russia. So that is 
one exception to his democracy always winning wars in the last few 
hundred years. 

Mr. Vornys. And Germany beat France in 1871. 

Mr. Futron. That is true. 
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The next thing I would like to take up is this: You military 
pane have the responsibility in the current cease-fire negotiations. 
Vhen you are dealing with a person you must know the basis upon 
which he deals, and he must then come to you with some degree of 
on in order for you to feel that you have confidence in dealing 
with him. 

Now, there are certain rules of war that should be currently lived 
up to. One of them is the treatment of prisoners and tho identification 
er ne missing and transfer of the severely wounded and items of that 

nd. a 
When Secretary Acheson was before this committee he specifically 
promised me, in answer to my question, that the United States would 

ave no cease fire unless the enemies lived up to the Geneva Conven- 
tion and international rules of warfare on prisoners. Now, as far as 
I know neither the Chinese nor the North Koreans have lived up to 
this standard. 

I want to call your attention to the fact, as the senior officer in 
charge, that it has been specifically promised to this committee by 
the head policy person on behalf of the President that that would be 
done. I do not see any reason why the whole negotiation has to go 
through the hoop at once. Why cannot tho negotiations come up on 
one subject? You can then agree on that subject and you perform, 
for example, on the prisoners. 

Thero Is nothing that would assure this country more than to have 
you people come up with an agreement on the transfer of prisoners, 
even though we cannot agree on some long-range things at this point. 

I just wanted to submit to you as a new point of view that you could 
have partial agreements which you satisfactorily complete, thus 
reassuring the other side that each of you will live up to any agree- 
ments on major things, when pa can agree on minor things. 

Now, going to the matter of the coordination of arms—and this is 
with reference to Europe—when will you get a correlation program on 
arms? I think many people have estimated it will take 20 years to 
come up with a real program. For example, there are 12 armies and 
they have 33 pes of machine guns, in the 12 armies, and you want 
three standa types. On heavy artillery these armies have 90 
types of heavy artillery. On light artillery they have60 types. You 
want to come down to three standard types on the light artillery, and 
five standard types on the heavy artillery. Bo 

When you have such a tremendous problem of converting to get 
standardization of arms, why do we not adopt a new policy and say 
this: Let us train these armies on the best new equipment that we 
and our allies have. Let us try to get out of convincing the British 
to adopt our screw threads and spending 2 years or 3 years doing it. 
Let us demonstrate by training that our United States arms are 
satisfactory and good, and make quick decisions on standardization. 
Then let us say to these other countries that have colonial empires, like 
France and England, and even Italy. “Use those unstandardized arms 
on the outer reaches and use them up, and gradually taper them off.” 
Why do we not do that at this time, instead of trying to get a complete 
arms correlation program over-all, where you have such a tremendous 
amount of detail and agreement to arrive at in order to get it correlated 
even within a certain set area like Europe? 
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My suggestion then is, why not treat the problem both as a geo- 
graphical and time factor, moving the obsolescent arms out geo- 
graphically, and cutting them off by time gradually? It is just like 
@ program of using the old muskets in the outside territories where 
top weapons are not so vitally needed. 

fy next suggestion would be, why not bring sizable groups of the 
young men of our allies to this country for training as well as just 
training them in Germany with our arms? Let our partners see 
what we are doing; let them pick up some of this democracy and the 
things we are speaking about. Let them have an integrated training 
militarily along with the training in our type of democracy, so that 
they would feel they are fighting for real people and not for a plu- 
tocracy. Help train them in this feeling of partnership rather than 
their having just the feeling that we are a tremendously rich nation 
while they are working, for example, in the French Army at $1.50 
a month in order to protect us. 

I want to compliment you on the statement that you made and 
assure you of the confidence we have in you and in the Army, and 
that is an awful lot for a Navy man to say. 

General Cottins. Thank you very much, sir. 

Mrs. Ketuy. Mr. Roosevelt. 

Mr. Roosevevr. 1 am glad to sce you here and join my other col- 
leagues in complimenting you on your statement. 

ow, this ought to be off the record. 

(Discussion off the record.) 

Mr. Rooseve tt. I have another question on the record. 

Is there a period when an offense by the Russians in any given 12- 
month period is more potential than otherwise? 

For example, I remember the Hitler attack.on Poland was somewhat 
of a surprise because we had expected if it was goin to come it would 
bo a month or 6 weeks earlier. On the other hand, Germany waited 
until the following spring before they broke up the cold war by 
invading the low countries and France. 

Is there a real danger period as far as weather is concerned on this 
western offensive? 

General Conus. I do not believe that you can say there is a flat 
rule on that. Generally speaking, it is more advantageous to start 
operations in the spring or early summer because then, before winter 
sets in, you may be able to accomplish whatever your strategic objec- 
tives are, but that might vary in different parts of the world, depending 
on how deep you had to penetrate before you reached Four objective. 

Also, the question of surprise might well come in. There are times 


when you might sacrifice something on that order in order to gain - 


surprise—strategic surprise particularly. 

Mr. Roossvett. With regard to Yugoslavia, is there any founda- 
tion to the belicf that before Russia would move on the great northern 
plain of Europe they would like to climinate tho danger on their 
southern flank, which would be Yugeslavia, and to increase tho neces- 
sity of our maintaining defensive forces in Italy in order to protect 
our southern flank. Therefore, as a prelude to any general western 
European attack, the Yugoslav situation would be cleaned up by the 
Russians first. 

General Cottins. I wonder if I could answer that off the record? 
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Mr. Roosevetr. Yes. 

(Discussion off the record.) ; 

Mr. Roosevert. General, to get back to Spain Becoreing to this 
morning’s paper an agreement has been reached between Generalis- 
simo Franco and Admiral Sherman in broad outlines. 

Now, I was frankly Ma startled to find the United States sending 
& naval officer to conclude what amounts to an international agree- 
ment. So, my first question is, one, why was the normal diplomatic 
method deviated from? My second question is, since it was deviated 
from, what were the instructions that Admiral Sherman was given by 
the Joint Chiefs of Staff? 

General Couns. Needless to say, I cannot possibly answer those 
questions, Mr. Roosevelt. They are beyond my field and I would havo 
no authority to say what instructions were given to Admiral Sherman. 

Mr. Roosevett. Were his instructions from the President or from 
the Joint Chiefs of Staff? 

General Cotuins. I am sorry, but I could not answer that. , 

Mr. Futon. I believe I must object to tho lino of questioning on 
the pround of security. 

Mr. Rooseve t. I accept the objection. Frankly, though, I think 
the committee must get to the bottom of this thing because it has 
me very worried. ; : 

The next question about Spain is, assuming its military import- 


ance—— 
; pone Couns. I would like to say something off the record, 
may. 

Mr. Roosevert. Yes. 

(Discussion off the record.) 

Mr. Roostve.r. How long would it take us to develop the naval 
and air bases that we may be making a deal for in case of an emergency, 
that is, to put them in operating condition? 

General Cotitins. Again I would like to answer that one off tho 
record, if I may. 

Mr. Roosevett. Yes. 

(Discussion off the record.) 

Mr, Roosevetr. I might just say that one of tho reasons behind 
that question is that I question whether, in view of the tremendous 
political implications as far as the solidity of the NATO nations with 
us is concerned at this time, I question whether, on a military ground, 
we have to make this move at this time, and whether wo could not 
have put it off until a time of real emergency, assuming that the 
Pyrenees are not going to be our defensive line. 

Of course, the question then comes up as to whether, if an emergency 
comes, could we move in and make our agreement with Spain and get 
the operating bases quis enough. 

General Cotiins. I would like to answer that off the record. 

(Discussion off the record.) des 3g 

Mr. Roosevetr. General, I have one last question, which is really 
® procedural question. sSreachs oe 

As I understand it, you_are primarily limiting yourself to the 
military aspects of Western Europe. 

eneral Cotuins. Yes, sir. BP os ae oe. 
{r. Roosevett. And Admiral Sherman, or his deputy, will dis- 
cuss the Middle Eastern military situation? 
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General Couurns, That is right. 

Mr. Roosevett. That is all of my questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. General, in your statement ate referred to or made 
the statement that air coverage, strategical and tactical, I took it, 
was necessary to successful operations. 

Gencral Cotuins. That is right, sir. 

Mr. Reece. So far as I recall you were the first representative of 
the armed services who has referred in an important way to the air 
power and its importance over there. Now, are you satisfied with 
the emphasis and the support which is being given in the develop- 
ment of both strategic and tactical air power and the bases from which 
to operate it? 

General Cotuins. I would like to answer that off the record, if I 
may, Mr. Reece. 

Mr. Reece. All right. 

(Discussion off the record.) 

Mr. Reece. Is there any significance in the fact that the importance 
of air power over there has been played down from the very beginning, 
and I think it is fair to say it has been played down. 

General Cotuins. I am not sure -I would agree with you on that. 
I do not believe it has been played down. 

Mr. Reece. It hasseemed to me that itbas. I think the psychology 
in the country has been doveloped somewhat along that line, and it 
has given the people who might be reasonably advised some concern 
whether the air strategy is brought in as an essential to the operation. 

General Cottins. I can assure you that itis. Iam perfectly happy 
to say that on the record. 

Mr. CuiperFietp. Will the gentleman yield for one question? 

Mr. Reece. Yes. 

Mr. Cuiperrie.p. Or an observation. 

General, I think the American people are not aware of the emphasis 
that you people are putting on air. They are worried about their 
boys on the ground. It seems to me there ought to be some way of 
letting our people know what air plans you have without giving away 
any security. : 

General Co.uins. I can assure you that-so far as the Army is 
concerned we are working in very closo relationship with our Air 
Force in the development of plans for increasing the complement of 
fighter bombers, for example, in the Air-Foree, and the expanded 
programms of the Air Force, and in the correlation of the employment 
of tho air in connection with ground operations. 

Mr. Cutperrietp. And the jets and attack planes too? 

General Couns. That is right. 

Mr. Reece. This should be off the record, I believe. 

(Discussion off the record.) 

Mr. Reece. One more question which gets back to Spain. 

Of course, as you say, it is recognized that Spain’s army is poorly 
eguppes uel only inadequately, but poorly. However, the army 
of but few of those countries, I take it, is well equipped. So most 
of the armies that get ready to go into a modern action over there 
require a great deal of equipment from us or through our assistance. 
Now, Spain, as I recall it, from what General Marshall or Gencral 
» Bradley said, has some 30 divisions. Spain has two things that are 
85708—51——88 
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essential, and probably found in a higher degreo there than in any 
of the Western European countrics. That is a will to fight and a 
hatred of communism. 

So I tako it that you would not havo any apprehension that if 
Spain were equipped but that they would uso tho equipment to the 
best advantage within their limitations. 

General Coutins. Yes, sir; when properly trained in that equip- 
ment. 

oMr. Resce. It would seem to me it becomes a rather important 
thing. There is just a little question, 1 take it, in everybody's mind, 
as to what under certain conditions might happen in certain countries 
because of their political instability. That is one thing wo do not 
have to worry about down there. I am not referring to Franco’s 
government boing a dictatorship, but it is due to the psychology of 
the people. 

It would seem to me it is important to bring Spain into the NATO 
orbit as closcly as the political situation would permit. 

That is all, Thank you. 

Chairman Ricwaros. Gencral, wo havo had some testimony around 
hero, but not enough, on the question of the end items that como 
out of American production which are to bo used in this NATO pro- 

am. Wo have had some information, for instance, that tho Franch 
1ave doveloped a good jeep and a good tank and a good bazooka. 
Some people say they are better than ours. 

In making your requisitions for end items and coming to that deci- 
sion on stch things as I have mentioned, is the main thing you take 
into consideration the capacity of Europo to produce, or are you 
primarily looking for tho best equipment? That is, is the main vhin 
you tako into considcration the capacity to produce for the NA‘TO. 
activitios, or are you primarily looking for tho best weapon now, and 
how do those items compare with items that havo been produced in 


rope 

Mr. Reece. Before he answers, would you permit mo to add ono 
more question which ho might answer at the samo time? 

Chairman Ricuarps. Yes. ; 

Mr. Rexce. To what extont is it important to keep our productive 
capacity hero, whore wo know it is reasonably immune from tho 
enemy 

General Conzins. This is a very complicated question and 1 am 
afraid that I may not be ablo to givo you a wholly satisfactory 
answer. ; 

Generally speaking, it was imperative that wo get somo heavy 
equipment in tho hands of theso European forces, and thoy did not 
havo tho jigs, dies, fixtures, and other things that would permit tho 
immediate construction of this equipment. So, therefore, as a first- 
hand proposition, we had to furnish it from this country. Thero was 
just no substitute, because it takes a long timo to develop the plant 
and the necessary skilled laborers, and all tho other resources that go 
to make a modern tank, for example or a modorn aircraft. You can- 
not just do that with a wave of tho hand. 

to start with it was easential we furnish the bulk of the end items 
from this country, As time goes on, wo beliove that Europo should 
be able to take over tho uction of spare parts and maintenanco 
of equipment and things of that character that could keep them going. 
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Ultimately Europe could undoubtedly produce some of these heavy- 
equipment items in their own plants, such as the tanks and other 
very good equipment France is now building. 

We do not betiove that over all thoy are quite as good as ours, 
However, tho French have produced very fine munitions in tho past, 
and some of the things they have put into some of their new cquip- 
ment are superior. 

Individual clements perhaps are superior to some of ours, and wo 
have a means of exchanging information of that character, so that 
we can take advantage of those improvements. 

It is important to use our own productive capacity here to a con- 
siderable extent, and just as prior to tho last war tho lend-lcase items 
wo built for England, for example, enabled us to build the productive 
capacity here at home so when the war struck we could then divert 
this capacity to military uses, so also tho continuation of production 
of equipment for Europe keeps our production lines going and there- 
_ fore is a valuable contribution to our own ability to step up produc- 
tion in the event of war. 

That is not. a simple answer, I will admit. 

Chairman Ricitarps. You see, wo think there is naturally somo 
prido in our own effort, but cenane that tho French tank would be 
8 little better, still it might be preferable to adopt our tank for all 
of the forces in the interests of uniformity and quantity of production. 
Is that right? 

General Coitins. Yes; but I think there is a limit to which you 
can goin that. In other words, I think that part of this is a question 
of morale also. If the Frenchman docs produce somo of his own equip- 
ment, then his morale is going to go up._1 think if ho feels that this is 
not just something ho is dependent on the United States for, and that 
he has something ho is building of his own, then 1 think there is a 
certain psychological value to that. So wo have not been adamant on 
eng vues of saying to the Frenchman, ‘No; you cannot build this 
fank. : 

Chairman Ricxarps. You take all thoso factors into consideration 
when you make a determination; do you not? 

General Couns. Right, sir. 

Chairman Ricnarps. You also have to tako into consideration then 
the thinking atmosphere in a certain country, and even political 
matters, in making a decision like that; is that right? 

General Coiuns. That is right. 

Chairman Ricrarps. So you do not make political decisions? 

General Con.ina. No, sir. 

Chairman Ricitarps. We are talking about tho capacity of Belgium, 
as an illustration, to make tho best rifles, or a gun, or weapon of a 
certain type—tho best in the world, somo people aay Now, ono of 
the most difficult problems about this wholo thing is when you sit down 
and talk this thing over and say, “Now, Belgium, you can do this and 
you can produce theso things, and save a lot of monoy for this whole 
set-up,” and thon Belgium turns around and aye, “T will do this if 
Franco does so and so, because they ure equipped to do that.” 

Now, somebody has to mako a decision about that, and somebody 
has to put it across. As I understand it, so far that is tho plug in the 
pipo right now in Europe in the production of end items, 
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General Cotuns. That is one of them, but tho other, of course, 
is raw materials. As Dr. Judd pointed out a while ago, they do not 
have all of the raw materials that aro essential for the production 
of certain items. Some of that material woe have to produce, and 
the question is whether wo will furnish them the raw materials and 
let them build those things, or whether we can save money by building 
them here at home if we have to furnish most of the raw materials 
that go into them. 

Howover, thero'is an administrative machinery established to weigh 
these various factors. It is called the Defense Production Board, 
headed by an American. 

It happens that I attended the Brussels Conference with Mr. Paco 
at the time when tho final arrangements were made at Biwssels for 
the establishment of Gencral Eisenhower’s headquarters. In our 
discussions there the Americans pointed out particularly thu tre- 
mendous importance we place on this Defense Production Board. I 
can assure you that tho head of that Board works in close cooperation 
with our military people. Tho various complicated factors are 
correlated with the military planning as effectively as possible. 

Chairman Ricrarps. We will go into that a little more exhaustively 
when General Scott gets here. 

. General Cozuins. Right, sir. 

Chairman Ricuarps. There is another question I want to ask. 
One of the military men testified a day or two ago that he did not seo 
any real objection in having different types of riffes in this Army, 
provided they were of the same caliber. Can any rifle shoot a bullet 
of the same caliber? 

General Cottins. No, sir. That is not the case. Even with 
30-caliber. All of our stuff is 30-caliber, but actually you have several 
different kinds of ammunition of 30-caliber. It is not the summum 
bonum to have just one caliber, because tho cartridges are different 
lengths, and that'sort’ of thing. 

or example, our new rifle, on which we are going into production 
some day, has a smaller cartridge than the present standard American 
rifle. It will weigh less and consequently for a given space you can 
carry more rounds, or for 8 given amount of weight you can carry so 
many more rounds. If you want to lighten the load which the soldier 
has to carry—which I am personally interested in—-he can carry the 
same number of rounds with less weight on his back. 

That new ammunition is .30 caliber, and you cannot use it in our 
standard M-1 rifle, since it is a different length, and the cartridgo is 
shaped slightly differently. Yet, it is as effective a round as tho 
present one. : 

Then you might say, “Why don’t we start making it now?” The 
fact of the matter is that we have not the tools, and jigs, and dies, and 
fixtures, and all that sort of thing, to make that rifle, and we have a 
great many in stock now, and the time is not quite appropriato to 
change over. It may be several years; but, once again, just like this 
business of formulating long-term plans strategically, we have always 
got to keep well ahead to get a better piece of equipment, and at tho 
right time, when it is propitious and most economical, then we are 
ready to go shead with this new equipment. 

Chairman Ricuarps. Anybody can sce in the interests of creating 
an effective military force it would be better to have a standar 
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rifle and a standard bullet. Now, here is the decision, as I see it, 
that tho folks over thero have to make. ; 

You say we want so many rifles and we are going to standardize 
this thing, and that is one of th problems you have in making an 
official NATO army. All right. mebody else says Belgium can 
furnish these rifles. Then Belgium says, ‘Gentlemen, we can furnish 
tho rifles, but they will not handle that kind of cartridge.” 

Tho decision you have to make is whether or not in tho interests 
of military efficiency you are going to sacrifice what Belgium can 
contribute to the common cause in order to get standardization. 

General Cotiins. That is right. 

Chairman Ricuarps. Now, that is a pretty tough decision to make. 

Gencral Coutins. Yes, sir. Particularly as it may be better to 
sacrifice standardization in order to get the end product right now. 

Chairman Ricuarps. Yes. There is one other question I wanted 


ask. 

The Washington Post this morning said that we had already ar- 
ranged for 80 bomber and fighter bases to ring this whole area. Have 
we done that? 

General Cotuins. I would want to answer that off tho record. 

Chairman Ricuarps. All right. 

(Discussion off the record.) 

Chairman Ricwarps, There is one other question. I never under- 
stood what you were talking about when you talked about “balanced 
collective forces.” I understand tho “balanced forces” part of it, but 
I think you aro talking about integrated forces. Is there a real 
distinction there? 

General Cotttns. Ido not recall in what connotation this particular 
term was used. Integrated forces could bo used in the same sense as 
balanced forces. In other words, in fighter-bombers there is a certain 
relationship between the number of fightera we have to have and tho 
number of fighter-bomber groups we have. In other words, it 
might havo been used in terms of integrating the French and Germans 
and Belgians, and s0 on. 

Mr. Vorys. Will the gentleman yield? 

Chairman Ricuarps, -Yes. 

Mr. Vorys. Was there not a period when the French were asking 
for integrated forces? For instance, they wero asking for integrating 
small units of Germans into French divisions. 

General Cotutns. Yes. 

Mr. Vorys. With the idea, which I should think will be the ultimate 
goal for Europe, of having a European defenso force rather than a 
collection of national defense forces. 

Chairman Ricuarps. It could be used in the senso that you are 
talking about. 

General Coturns. I think the chances aro it was used in that sense. 

Chairman Ricuarps. Are there any other questions? 

Mr. Vorys. I have some questions. 

Chairman Ricwarps. Mrs. Kelly has not been called on. Sho was 
sitting up hero presiding for a while. . 

Mrs. ELLY. Mr. Chairman, I prefer my questions to be off the 
record. 

Chairman Ricwarps, All right. Off tho record. 

(Discussion off the record.) 
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Mrs. Ketty. That is all. Thank you. 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. General Collins, in 1949 Gen. Omar N. Bradley testified 
before our committee on the Mutua! Defense Assistance Act, and he 
said first that the United States will be charged with the strategic 
bombing; secondly, the United States Navy and the Western Europe 
naval powers will conduct essential naval operations, including keep- 
ing the sea lanes clear; “third, we recognize that the hard core of the 
ground power in being will come from Europe, aided by other nations 
as they can mobilize.’ 

I want to show you the committee report which prints the public 
statement of the testimony of General Bradley. 

General Cortina. I think that is still correct, but that does not say 
the United States is not going to produce some of the ground power. 

Mr. Vorys. I want to remind you that exactly the same repre- 
sentations were raade as to possible ground forces in Europe, on and 
off the record, to this committee in 1949, that were made before the 
Senate committee. 

Now, on February 19, 1951, in the Senate hearings on assignment 
He und forces in the European area, Senator Green said to you as 

ollows: 

Senator Green. Up to the present time under the conditions as you see them 
now and believe you can reasonably forecast them, six divisions will do the trick? 

General Couzins. Under the present world conditions, yes, sir. 

Senator Green, Thank you. 

I want to ask you whether your answer would still be the same to 
that question? : 

General Coxttns. Yes. Essentially the same. Now, practically 
it does not mean if world conditions c ange you would be necessarily 
limited to six divisions. I do not recall the exact line of questioning 
that led up to that. That had to do, however, with the number of 
ah we would have stationed in Europe in peacetime. - 

; tr. Vorys. These hearings had to do with six divisions for Europe 
this year, and so forth. ; . 

General Cotuins. Yes. 

Mr. Vorys. That is why I thought it was sufficient merely to quote 
Senator Green. : : 

General Cotiins. However, if world conditions change they might 
not be. You asked me if it would still be the case now. I said es- 
sentially the same. Yes. 

Mr. Vorys. But you see, General Bradley's statement to us clearly 
indicated that the hard core would come from Europe. 

General Coutins. Still the hard core would come from Europe. 
Six divisions is not going to be the hard core. 

Mr. Vorvs. He said, “aided by other nations as they can mobilize.”’ 
Which, solely quoting his public statement, is a clear statement that 
reinforcements from outside of Europe would come after mobilization. 

General Coxuina. I do not believe he intended that at all. I can- 
not 8 for him, but I do not believe he intended that at all. He 
said the hard core—the bulk—has got to come from Europe. 

Mr. Jupp. Will the gentleman yield at that point? 

Mr. Vorvs. yield. . : ; | 

Mr. Jupp. That deals with a question that I was going to ask later. 
When General Marshall was before us I asked him why our target 
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of armed forces in being was roughly twice as big as the target of 
Western Europe. He said that was not so and the Western Pe an 
target was about 5,000,000 as against 3,500,000 for ourselves. I did 
not want to discuss details at the public meeting, but then he wrote a 
letter and said that while that would have to be discussed in executive 
meetings, he had been wrong in his statement because he thought I 
was talking about total mobilizable strength, and my question referred 
to forces in being. It is hard, in view of that Mr. Vorys and what 
General Bradley have said, to sell to the American people why we 
have to have under arms and in uniform all the time almost twice as 
many men as Europe, when it has one and one-half as much man- 
power as we have. 

. I realize we have other world commitments, but so do England and 

rence, 

General Coxtins. Of course, when you add it it comes up. I think 
you will find, although I do not have it at my fingertips, that certainly 
we are not going to have double the number of men under arms that 
te people in the western world will have under arms by any manner 
of means. 

Mr. Jupp. The NATO countries. That was his figure and his 
target for the end of next year. 

eneral Couuns. Dr. Judd, I think the thing we must clearly 
understand—and I would like to reiterate it—is I am not a bit inter- 
ested in going over to France to defend France. I am talking about 
defending the United States, and if it takes 3% million men under 
arms to defend the United States, and it does today, I say we ought 
to maintain 3% million under arms, irrespective of what France does. 
We, of course, should encourage France, and the people of the western 
world, to increase their effort, and I am all for that, but- that does 
not mean we still do not have to have a strong force. ; 

Mr. Jupp. You are missing the point. Iam not complaining about 
the 3.6 for us, but I am saying it is not fair to represent to the people 
that Europe is going to provide the bulk of the armed forces when we 
are providing about twice as many. That is not fair. 

General Cotttns. No, sir. The question asked of General Bradley 
was concerning ground forces und forces. That is what it was. 
General Bradley gave a factual answer. The bulk of the ground 
forces for the defense of Europe right-now are coming from Europe, 
and they must come from Europe and they will come from Europe. 
However, that does not mean we do not have to have a navy and an 
air force, and we do not have to have a pretty good-sized army for 
our world-wide interests, including Europe. : 

Mr. Vorys. Will the gentleman yield? 

Mr. Jupp. Yes. 

General Cottins. General Bradley did not say anything about over- 
all numbers. The specific question asked him had to do with ground 
forces in Europe. 

Mr. Bartuy. Will the gentleman yield? 

Mr. Jupp. Yes. ; 

Mr. Barriy. I do not believe the figures you gave on the size of 
the forces for the NATO countries includes the numbers of troops 
that would be available in 3 days or a few weeks. The reserves—— 

Mr. Jupp. It does not include our Reserves either. 
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Mr. Barrie. These Reserves, who are available immediately, are 

being put to use in a more profitable capacity in industry under the 
framework of present conditions. I believe an accurate interpretation 
of those figures would show they would have almost immediately 
available 8 much larger-sized force than you were talking about. 
_ Mr. Jupp. I know, but my question does not include the Reserves, 
ineithercase, Iam talking about forcesin being. Itdoes not include 
our or their reserves. General Marshall said on the record, ‘The 
total up to 1954 is 5,000,000 on their side. I am trying to find out 
what the total expectation is up to July 1952—around 3,000,000, or 
up to 60 percent.” I said, “Are you speaking of all countries not 
under the Communists, or NATO countries?” Then he said, 
“NATO.” Then he sends this letter to us in which ho said: 

In view of my testimony in answer to Mr. Judd’s question in regard to the 
forces of Europe, I find Mr. Judd was speaking of forces in being, whereas I was 
referring to planned mobilizable as well as active forces. 

I do not think that is a suitable comparison. What I am tryin 
to get is mobilizable forces on our side, compared with theirs; an 
our forces in being, compared with theirs. 

_ Mr. Bartz. Your point, of course, is that an unfavorable impres- 
sion is going out over the country unnecessarily. : 

Mr. Jupp. That is right. It is said that the Europeans are going 
to do the bulk of this, and we are merely putting our finger in the 
dike to hold until their strength can be built up. Now I think we 
have to do that and we have to hold the dike until they can hold it 
on their own. However, the fact is that when it comes to paying the 
bill we have twice as many men under arms as they, and a further fact 
is that the people do not understand why that is. 

Now, the people are just as patriotic and just as intelligent as you 
are, or as I am, or think I am, and they will support it just as loyally 
as you and I if they understand it. 

hairman Ricuarbs. Let me say this. We are hoping we will not 
have to request General Collins to come back this afternoon, but I did 
rare ye could f° ahead right now and complete our questioning. 
I think everybody should be given time to do so. 

Mr, Lanuam. May I ask a question? 

Chairman Ricnarps. Yes, Mr. Lanham. ; 

Mr. Lanuamu. In connection with what Dr. Judd just said and 
your answer, General, what evidence do you have of the will on the 

art of the people of Europe to defend themselves, both in the way of 
ghting and making the necessary sacrifice in the standard of living to 
get ready to fight? . 

General Couttins. Well, I think there are a number of indications. 
First of all, they havo greatly increased the strength thoy have had in 
the past 2 years. When you consider that they are sitting under the 
guns-—~ 

Mr. Lawrtam.’ That is what I had in mind. ; 

General Cotuns. That calls for considerable courage. I think 
the very fact that they have done that is a clear indication of their will 
to fight and their interest in maintaining their freedom. 

The steps that have been taken politically in the elections in Italy 
and France indicate that they mean business and their willingness to 
combat the spread of communism. I think another indication is the 
fact that with their relatively low standard of living—and it is cer- 


THE MUTUAL SECURITY PROGRAM 589 


tainly much less than ours—they have gone to considerable great 
expense in their military expenditures. 

ow, with respect to the armies themselves, I have not seen too 
much of tho French Army, but I have had talks with General Hand 
in Germany—our senior commander there. I have also talked wit 
General Eisenhower and others in my recent trip to Europe. They 
have all said in France, and Italy particularly, there has been a resur- 
gence of spirit among the younger men. 

General Montgomery had come back from Italy on a recent trip 
and Gencral Eisenhower himself had come back from Italy. If 
could put this off the record for a moment, I would appreciate it. 

Discussion off the record.) 

eneral Cottins. I would say on the record that I think from 
what I have observed and reports I have from officers in whom I 
have confidence, who are working with these armies, that there is a 
definite resurgence of spirit within the younger men, in the armies of 
Western Europe, especially France and Italy. 

Chairman Ricuarps. Mr. Fulton, I promised to recognize you and 
then Mrs. Bolton. 

Mr. Futon. I have a short question. I believe I yielded to Mr. 
Lanham. 

Mrs. Botton. Go ahead. 

Mr. Futon. On the charts that have been set up showing the 
Festion of General Eisenhower in the military set-up under NATO, 
or example, each chart seems to be very complicated. In addition, 
the charts show Genera! Eisenhower pretty far down the line in point 
of authority, and really below quite a parallel row of agencies. 

My question on this point is that I believe the top man for Europe 
that is, the Supreme Commander, should have a higher policy leve 
on theso charts, and his views should be fitted in much higher than has 
been shown so far probably by agreement among the countries. 

I would like to know, without any partiality toward the Army or 
anybody in the service, would you agree with that, that he is a little 
low in the order of hierarchy; and, secondly, that the policy contribu- 
tion that he might be able to give is put at too low a level? 

General Cot1ins. No, sir. I do not believe so. Our general sys- 
tem in the Western World of the military man being subservient to the 
civil authority is carried out in the organization of NATO. General 
Eisenhower is put on charts, at any rate, below the Council of Ministers 
and the Council of Deputies. 

Mr. Futton. Yes. 

General Cotuins. I think that is a reasonable proposition because 
the political policy must precede your military policy. But I think 
actually General Eisenhower has a tremendous influence, and I think 
he could have, if it was essential for him to step in, a tremendous 
amount of additional effect. 

I happened to be at Brussels at the conference at Brussels when 
Genera) Eisenhower was unanimously nominated by the Western 
Powers to be our Supreme Commander. There was no holding back 
there on the auecten of turning over to him the contro} of the armed 
forces of NATO. ' 

Mr. Futton. Could I point out to you just shortly that in the first 
or top echelon there is listed the North Atlantic Council of the Horeign 
Ministers, Defense Ministers and other ministers. Then there is the 
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Council of Deputies below that, on which Mr. Spofford is the American 
representative, The below that in direct descent is the Military 
Committee, of which Gen. Omar Bradley is the head. Then below 
that is the standing group, on which Gen, Omar Bradley is representa- 
tive for the United States, also the United Kingdom and France— 
three countries. That group is located in Washington. 

Then even above Eisenhower is the Military Standardization 
Agency, located in London. a pos ; 

Also above Eisenhower, and on parallel standing with the Military 
Committee are the Defense Production Board, which Mr. Barr is 
head of, and the Planning Board for Ocean Shipping, as well as the 
Financial and Economic Board, and even the Military Representatives 
Committee in Washington. ; 

Then on the much lower line—below the civilian and policy lovel 
even for the military—comee General Eisenhower on 4 level with tho 
Supreme Commander of the Atlantic, and also the Canada-United 
States Regional Planning Group. . 

I believe that other commands are possibly in prospect, which 
would be the equivalent of General Eisenhower. 

Now, coming back to my question, I believe that the requirements 
that are to be sot in the gaging of what the countries can supply 
in the way of military resources and military end items and manpower 
is going to be largely determined by our man in the field, and that, in 
this instance, is Hisenhower. 

In view of that set-up, do you not think that that is putting him 
pretty far down below what we in this country feel about him? 

General Couutns. I do not believe so. I really do not believe so, 

Mr. Fulton. I think these other commands, taking, for example, the 
North Atlantic area—General Eisenhower does not want to be 
bothered about that in the first place. When it impinges on Europe, 
where it overlaps that and the North Sea, he is very vitally concerned. 
Certainly, when Admiral Fechtler takes over, if he does, he and 
General Eisenhower will have to discuss certain military phases in 
that connection. . 
- But in my judgment General Eisenhower has an appropriate place 
on this chart. For example, take the Defense Production Board. 
Once again General Eisenhower does not want to be concerned with 
such details, He has a terrific amount to do as it is, and it is appro- 
priate, I think, to establish other agencies to have-supervision over 
their appropriate fields. : - ' 

Now, the weight of General Eisenhower’s judgment and recom- 
mendations, which you cannot evaluate on a chart, I think will be a 
dominating influence, but I do not think you can always fo just by a 
chart in saying whether a man is in the appropriate place or not. 

I personally believe he is in an appropriate position. You have to 
have something like the standing group, and I think it is appropriate 
that it be here in Washington, to exercise over-all supervision over 
the planning. It is a pretty complicated affair, just as in the last 
war with the Combined Chiefs of Staff in Britain. They were reall 
superior to General Eisenhower, who had a somewhat comparable 
poatien in Europe then. General Eisenhower never objected to that. 

e was the operating commander in the field, and his hands were 


not unduly tied. 1 
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Mr. Funton, Aro you men, such as the Joint Chiefs of Staff, in close 
touch with the Standing Group? 

General Cotuins, Yes. You seo, Genoral Bradley, who is on the 
Standing Group, is also the Chairman of the Joint hiofs of Staff. 

Mr. Futon. I realize that. 

General Cottins. So that we have intimate contact all the time 
with them. His doputy sits in with the Joint Chiefs of Staff fre- 
quently. He is called in as a consultant frequently. 

Mr. Futron. Thank you very much. 

Chairman Rickarps. Mrs. Bolton. 

Mrs. Botton. This will be off tho record. 

Chairman Rionarps. Alt right. 

(Discussion off the record.) 

Mrs. Bouton. Thank you very much. 

Mr. Futron. Would it be ‘poss bie to develop an exchango pro- 

ram between West Point and foreign military schools, such as St. 
Gyr, or Sandhurst? a 

General Cotuins. In the past we have had a certain number of 
cadets at West Point from foreign countries—not many from Euro- 
porn countries, very frankly, because I think until this past war they 
1ad a sort of paternal outlook toward Americans, hey thought 
that maybe we could not contribute very much toward their owledgs 
and skill in military matters. I do not think that is the case any 
longer. Wo do have officers of certain foreign armies, not at West 
Point, but at certain of our service schools, where it is more important, 
in my judgment, than at West Point. That is done quite frequently. 
We also send our officers to foreign schools on an exchange basis. 

Mr. Fuuron. And_you are expanding those programs? 

General Cotuins. Yes; we are. 

Mr. Futton. I am very interested in that. 

General Couns. Weare. 

Mr. Roosevett. General Collins, for the record, we are setting up 
a war college for the NATO nation officers in Europe; are we not? 

General Coutins. It has been proposed, and as far as we are con- 
cerned, we havo approved the idea. It has not yet been established, 
General Gruenther is personally enthusiastic about it. He was ver 
recently on duty with our War ver and ho is an exceedingly able 
man—General Eisenhower’s Chief of Staff. They are going ahead 
with the establishment of a NATO War College for the training of 
higher steff officers for the NATO countries. 

r. Roosevetr. I brought that up with General Bradley becauso 
I was fearful that perhaps the time might come when we could turn 
over much of the military defease leadership to the European nationals, 
and that we might then find a situation existed similar to 1039 in the 
French Army, where the old Maginot Line boys excluded the tank 
boys, notably General De Gaulle, from any position of authority or 
responsibility, with tho result that the French Army was not 8 modera 
fighting army. I was fearful that we might not be able to turn it over 
to them commensurate with their contribution simply because they 
had not come along fast enough ia the techniques of modern warfare. 
General Bradley discussed this. . 

Mr. Vorys. General, you told us about your views on the overseas 
organization of this mutual security plan. Would you give us your 


VCS Ts Many 


heme ee Fire A, ARO LR mn 


592 THE MUTUAL SECURITY PROGRAM 


opinion of the Washington organization where, as I understand it, the 
control man who, under Executive order, represents the whole Govern- 
ment, is Mr, Cabot in the State Department? I would like to get your 
comment, because we have had a number of very important individuals 
and groups recommend that that be changed and there be an entirely 
new mutual defense agency created, independently, with a head man of 


Cabinet status. 

General Conttns. I do not believe I am really qualified, Mr. Vorys 
to give you any judgment that would be worth ver much to you, t 
do know, speaking only on the military side of the thing—I can assure 
you that the Joint Chiefs of Staff themselves have taken a great deal 
of interest in this program. 


The system on the military side of it, I think, is very excellent. In - 


other words, in each of the countries involved we have a competent 
group of officers who go around and actually seo what these forces are 

oing. They are coordinated by a very able man, General Kibler, in 
London, who is a very competent man. ‘There is a staff set up over 
there. General Handy, our senior commander, the senior Navy com- 
mander, and the senior air commander, and our representatives, aro 
the representatives of the Joint Chiefs of Staff in Europe on American 
matters of this type who review these programs. They make recom- 
mendations to us over here. 

We also have subordinate groups in the Department of Defense 
first of all the one in the Department of Defense headed by Genera 
Scott, but in each one of our departments we have an officer. We 
have a very competent man in the Army. I am more familiar with 
him than the others. He is a Reserve officer called back to active 
ou. and a thoroughly competent man—General Olmstead. 

hese programs are all thoroughly reviewed by these military 
representatives. Finally a program is recommended to the Joint 
iefs of Staff. Then we review it. We have our own Joint Logis- 
tical Planning Group, our own Joint Strategic Planning Groups, and 
& third group, if necessary, to check these programs ayant | 1e mid- 
term defense plan. The Joint Chiefs of Staff personally take a con- 
siderable interest in this. We personally look into it. 

So, by the time the program gets through it has had a very careful, 
and, I think, a very sound military review. be: . 

Now, the intricacies of how that is correlated with the political 
and economic factors I am frankly not sufficiently familiar with to 
give you & judgment on. s 

Chairman Ricwarps. Mr. Fulton. ; a 
_._ Mr. Forron. We had started out, as you know, with a military 
aid pro m, which was a very colorless title. Then this committee 
put int Mutual Defense Assistance Program title, meaning we were 
all getting together and helping each other. It indicates we are 
working on & mutual basis and not just something from our side 
alone, where we are just shipping military end items over to other 
countries, 

_ Havé you had any trouble propeeniiar on the name—Mutual 
Defense Assistance Program—or has it been pretty satisfactory and 
almost gone unnoticed? 

General Cottins. I know of no trouble. . ; : 

Mr. Fuiton. Then we are coming up to something that is again 
& propaganda matter as to the name of the program. There is a 
proposed name here from somebody, and. it is on some of these docu- 
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ments, although tho committee has not yet adopted it, called the 
Mutual Security Program. Thatto me is colorless and flat and can 
as well bo used for an old-age assistance program. 

If wo are talking about tho defense of the free world and 8 program 
to implement it, would it go beyond your scope and what you aro 
doing in the program, to call this the Free World Defense Program? 

General Co.uins. No; I should not think it would. : 

Mr. Futton. Because we are going to be, by this program, stepping 
up tho defense of the free world. 

General Catiins. I have not given very much thought to it... 

Chairman Ricuarps. General, you do not care much what they 
call this; do you? 

Gencral Cottns. I personally do not, although I admit the psycho- 
toaical factors Ougne to bo considered in it. 

Mr, Futton. That is what I am getting at—how it would affect 
your people in carrying out your job. 

Mr. Rooseve tt. Aro Spain and Yugoslavia part of the free world? 

Mr. Vorys. Democracies. That is what they call themselves. 

Chairman Ricuarps. I think you could call this program, ‘All in 
the same boat, and the devil take the hindmost.” 

Mr. Futzon. I think the propaganda value of the namo is a very 
serious point. 

Mr. Vorys. Tho State Department had a label for it—Militar 
Mutual Security Affairs Program—and that added up to MMSAP, 
and thoy did not like that “SAP” part, so they changed it. 

Chairman Ricuarps. General, thank you very much. We appre- 
ciate your coming up here. We will adjourn until 2:30. 

(Whereupon, at 1:05 p. m., the committee adjourned until 2:30 
p. m. of the same day.) 


AFTERNOON SESSION 


Tho committee met at 2:30 p. m., in tho Foreign Affairs Committee 
room, the Capitol, Hon. James P. Richards (chairman) presiding. 

Chairman Richarps. The conimittee will come to order, please. 

is an executive session. Mr. Crawford, will you check on every- 

body here? 

Ladies and gentlemen, we have with us again today Mr. Paul 
Porter, Assistant Administrator, ECA, who is in charge of programs 
and who will go into the regional features of this ECA program. 


STATEMENT OF PAUL PORTER, ASSISTANT ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION—Resumed 


_Mr. Porter. Mr. Chairman, before I proceed with the statement of 
aid proposed for particular countries, may I just inform the committee 
that I am prepared now to submit as a result of our discussion yester- 
aay certain tables to be incorporated in the record. 

think it might bo well if I read tho tables and give them to the clerk 
of the committee to be included in the record, if that is agreeable, 
Mr. Chairman. 

First, I have a tablo snowang tho aid given to cach of the Kuropean 
countries last year, and the aid proposed for this year. _I will refer to 
thoso figures later in my testimony, but I will havo all of this gathered 
in a simple form in one table to be included in the record, 
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Secondly, I have a table showing military expenditure in each of the 
European countries as a percentage of the gross national product of 
that country. 

Chairman Ricwarps. Last year? 

Mr. Porter. For last year, and our estimate for this year. 

Thirdly, I have a table showing the estimated level of consumption 
for this coming fiscal year in comparison with last year. 

Fourth, I have a table showing the amount of food consumption 
in each country, and along with that the amount of meat consumed 
in each country of Europe receiving aid, and also the United States. 

Fifth, I have a statement showing tho proportion of taxes to the 
gross national product in each country. I will submit those to the 
clerk of the committee to be incorporated in tho record. 

Chairman Ricuarps. Without objection, the clerk will incorporate 
these statements at the proper place in tho record, 

(The material referred to is as follows:) 


Gross national product, military expenditures and military expenditures as percent of 
gross nalional product, fiscal year 1950-51 


{Amounts in million dollars) 
Mill expenditures (in- 
cluding Cinited Sedtos 
militery expenditures 
Gross abroad) 

Country product Percent of 

Amount hl mod 

product 

(a) (2) Q) 

2,120 3% 1.2 
6675 4- 216 32 
3, 385 56 1.7 
27, 268 2,235 &2 
2B, 460 1,270 4.83 
1,835 178 9.7 
wosetissecaarcelssesesesess vs 
&5 
3.6 
$7 
6&3 
&8 


Per capita consumption of all foods and of meat in ERP countries and the United 
Bet Ps fall f States, pas ‘ tdi 


Meat (pounds 
per year) 

27 81.6 
2,990 92.4 
3,195 149.6 
24380 13.2 
27758 79.2 
2,600 35.2 
3, 195 131.0 
2 88 $0.6 
2,870 42 
3,00 81.4 
2,20 392.6 
3,170 22 
2,680 33.0 
3,080 118.8 
3,320 176.0 
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Nor security reasons, the following tables were not cleared for 
inclusion in the printed hearings: Estimated tax revenue as percent 
of gross national product; total assistance and total dollar aid to par- 
ticipating countries; projected index of per capita consumption; gross 
national product, military erpenaiines and military expenditures as 
percent. of gross national product, fiscal year 1951-52.) 

Mr. Porter. May I also, Mr. Chairman, say that any time con- 
venient to the committee I am prepared to discuss the following 
questions which were raised in your discussion yesterday: One is the 
amount of exports to be expected from the countrics of Europe to 
the rest of tho world, which is in response to a question raised by Mr. 

erter. 

Secondly, I am prepared to discuss at any time the amount and 
the consumption of the pipeline, in response to the question of Repre- 
sentative Vorys. 

Mr. Vorys also asked for a discussion of the commodity breakdown 
of the proposed aid luring thie coming year. I am prepared to dis- 
cuss that, or 4 littlo later Dr. Fitzgerald, who is more expert on that 
than I am, will be here and can discuss it. 

At some time I would like to make just a few remarks on one part 
of the proposed legislation, which would authorize the President to 
transfer funds from economic assistance to end-item procurement, or 
vice versa, and also to make some transfer as between titles. 

Yesterday I gave a step-by-step analysis of how we arrived at our 
estimates of economic aid that is needed. 

I am also prepared, if you wish, to give you an estimate on the 
amount of military production in Europe since 1948, including our 
estimates of military production during the coming fiscal year, and 
also a statement on the amount of contracts which have been {et in 
most of the countries of Western Europe, that is, contracts for 
military equipment. - 

I just wanted to inform the committee, Mr. Chairman, I will be 
glad to go into those topics any time they wish. 

Chairman Ricuarps. Did I understand that you are prepared to 
ectity on that point or submit a statement on each one of those 
points 

Mr. Porter. As the committce wishes, either to testify in answer 
to quCEHCHE: make an oral statement, or submit a written statement. 

Chairman Ricuarps. I think the beat thing to do in view of the 
fact that some of the members who are particularly interested in 
one or more of those questions, and who submitted questions on the 
subject yesterday are not present, is for you to go ahead with your 
planned testimony and we will take that question up later. 

Mr. Porter. Mr. Chairman, in discussing the proposed economic 
aid to each of the countries in the OEEC, do you wish to have me 
proceed alphabetically or do the members wish to ask about a par- 
ticular country and have me respond to that particular country? 

Chairman Ricuarps. I think you better go ahead on the order you 
have planned to testify, and we can raise questions later on any 
particular county: 

Mr. Porter. Yes, sir. I am quite agreeable, Mr. Chairman, to go 
ahead and be interrupted by questions as I proceed on each particular 
country, or I can go through all of them at once and have questions. 
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Chairman Ricuarps. In testimony of this nature I beliove thero 


.will be interruptions. You may go ahead on that basis. 


Discussion off the record.) 

hairman Ricuarps. In your balance of payments estimates in ro- 
gard to Austria for 1951 and 1952, you have anticipated that Austria 
will import $139,500,000 from dollar sources aguinst $126,000,000 for 
tho last fiscal year. 

Why should Austria bo encouraged to import more this year than 
last year when sho cannot mako any contribution to this over-all 
defense program? 

Mr. Porter. I believe, Mr. Chairman, without referring to tho 
figures at the moment that the figures you gavo rofer to their imports 
strictly from tho dollar arca and not the total area. 

Chairman Ricwarps. I think so. 

Mr. Porter. That increase, for the most part, is accounted for by 
an increase in raw matorials and their prices which Austria must 
import. 

isenssion off the record.) ‘ 

Mr. Risicorr. For my information, if the rest of the committeo 
does not want it I will not burden you with it, just what economic 
improvement has taken place during tho last year in each country, 
what is tho present condition in each country that would requiro 
over-all aid, and what, in general terms, will that aid be; will it bo 
machinery, food, and so forth? Will you just spend a few minytes 
on each country as you go along? 

Mr. Porter. Yes, sir. If there are no other questions on Austria, 


“I will turn to Belgium and Luxemburg, taking them togethor, 


- Our net aid to those two countries last year was $45 million. Thore 

was dollar aid amounting to a sittle over $74 million. But, in turn, 

Belgium and Luxemburg contributed to other European countries 
ugh the European Payments Union a little over 29 million. 

The net aid thoy received was $45 million. This year we havo an 
increase. There would bo no need for any economic assistance to 
Belgium and Luxemburg this ycar if it were not for the assistance 
given to help them rearm. ; ‘ 

The proposed economic aid during this coming year will be used to 
oe larger imports of raw materials and machine todls for military 

uction. ‘ 
Mr. Risicorry. Why should a country like Belgium, which i8 so 
Preperous and has the Belgian Congo, have to receive aid? 

. Mr. Portsn. This is based upon a much higher estimate of military 
expenditures in Belgium. If they do not undertake a military 
effort of the size of which we believe thay are capable,they will not 
receive economic assistance in the amount proposed. | 

Mr, Risicorr. My guess is that Bogue is as well ablo to earn 
doltara as any other country in the world. Besides its raw materials, 
Belgium must have investments all over the world which bring in 
largo amounts of dollara. I think they should be on the helping sido 
instead of the receiving side. I was in Belgium in 1949. There was 
no question but that it was 8 prosperous country and it did not seem . 


_ to_be in want. 


‘If it were not for the arms program, Belgium would definitely bo 
on the plus side of the ledger noxt year. '.I would hope they would be 
on the giving end instead of the receiving end. 


f 
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(Discussion off the record.) 
Chairman Ricnarps. Is it not a fact that Belgium is, according to 
pour figures, the only country that was importing from tho United 
tates, in this group, whose exports will bo less next year than tho 
last year? 
I was wondering why that is—if it is duo to somo of tho things 
that Mr. Ribicoff was talking about. 
Mr. Porter. I will have to check -our figures before I can say 
that is the only country uiliose ss ports would »0 less. 
Chairman Ricwarps. Last year you said they exported 310 million 
and 300 million ea car. I think that is tho o 4, country in this 
group whero thaf-is the case. Evidently that re 
conditions you gfe-talking about. , ~~. 
Mr. Ruscy/In what respects iS the Belgium economy*quch below 
the 1938 status? CO \ / 
Mr. Porter. It is below the 1938 standard, you say? 
Mr. Refgcr. In what respects is it? --- a tae 
’ Chairman Ricuakps..I wanted to know that difference, and what 
ou think is the basic welt that difference in estimating iqports. 
5 


ts somo of the 


fost of the other countries af¢ on the rise, / ‘ 
Mr. Porter. Mr, Chair: shi not want to blyft on an answer. 


I will have to ask for.an opportuhity.to jrefer to“that later in my 
testimony, if I may. >! Mh 4 f 


mf : ee \ pt.“ ¢ : 
(Tho pllowing hformat{on has been supplied for the record 
\ Br Gian Tuportg ¥how UN ED States * 
(in reply to Mr. Richards’ q estion) /“ 7 
In 1050-51 Belgium imports from the United States afounted to,310 mitlion 
and in 1951-524¢ is estimated that Belgian {mports from the Uni States will 
amount to $300 hyillion. se See 
The basic reasons for this assumed decline In imports are as follows: 
1. Belgium importa_in considerable volume certain ty of manufactured 
goods and raw materials {rom the United States which a t expectat to ve as 
easily available in 1951~52-as in the past. Among are auto parts for the 
assembly plants in and around -Antwerp, cotton; Sssential chemicals, fine alloy 
metals, machine tools. While Belgian demand for these goods to suppor her 
prodistion program will increase, it is quite possible that the demand may not 
entirely satisfied. 
2. Belgium may find it necessary to impose some restrictions on types of com- 
modities imported from the United Statea. Belgium has been the outstanding 
example of a free-enterprise, free-trade country in Europe. Direct controls on 


; impas from the United States have been purely nominal. If the strain on tho 


an dollar position caused by rearmament makes it necessary to {Introduce 
controls on imports from the United States, the volume of imports would of course 
be lower fo 1951-52 than in the previous year. 

The $50 million aid which has been proposed for Belgium in 1951-52 will make 
it possible for the Belgians to maintain the level of imports necessary to support 
the rearmament drive. Without such aid Belgium might be foreed to curtail 
the import of many easential items by means of very strict direct controls on 
imports from the United States. 


Present Levent or Beraian Economy Comparep ro 1938 Lever 
(In reply to Mr. Reese's question) 
In virtually all reapects the present Belgian economy is stronger than the 
nrewar econom 


Agricultural Sroduction Is slightly higher than {n the prewar period but indus- 
triat production fs now about 40 to 45 percent higher than in 1938. One exception 
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to the bright production picture is the coal mines which have suffered from 
insufficient investinent, Recent fresh investment and new methods borrowed from 
the United States have already resulted in higher production but more atrenuous 
efforts along these lines will be needed to raise oulput to prewar standards, 

Over-all consumption fs difficult to measure, but from what we are able to 
check it appears:to be about equal tu prewar. 

Mr. Vorys. Is there in hore a summary of the aid figures? We re- 
ecived them some time ago, and TF left mine at the office. 

Mr. Porter. The aid figures in the book that you have there are 
given in respect td cach particular country. There is not a single 
sheet of paper showing that, but 1] have submitted such a list for the 
record, 

Wero there other questions with respect to the proposed aid to 
Belgium? 

Chairman Ricuarps. Of course, I think those of us who went over 
to Europe on this trip had the definite impression there was less need 
for some of the things we are doing in this program in Belgium than 
anywhere else in Europe. 1 think probably in relation to that ques- 
pen ou can, as you have just suggested, put your reasons in the record 
or that. 

Mr. Ris:corr. I think Belgium is the type of country that would 
be able to take what the gentleman from Ohio has been constantly 
talking about, if there should be nid: loan money and not. give-away 
TENE If they need $50 million, it should be a loan rather than a 

ut, 
. (Discussion off the record.) 

Mr. Jupp. In one way I do not blame the Belgians for being 
miffed. ‘Phey have done the best job over there and they get penal- 
ized for it. The ones who.do the worst job, they get the most aid. 
Right at the end of the war the Belgians froze 80 pereent of the bank 
accounts to avoid inflationary pressures before production was 
restoral. They resisted socialistic hand-outs and under free enter- 
priso they did it well, and we punish them for it. 

Mr. Ristcorr. They had a going plant at the end of the war and 
was the only country in Europe that had o going plant. Thoy were 
making arms and everything for the Germans. The war ended and 
every other European country had to build from the bottom. Bel- 
gium was an imnicdiate supplier. 

Besides they have the uranium deposits in the Belgian Congo. 1 
think it is ap-dfifair statement. . 

Mr, Jupp I do not think it is. No country in the world tightened 
its belt. right at tho start as tight as the Belgians. 

Mr. Vorys. I was in Antwerp in 1045. V-1’s had _ plastered 
Antwerp. You say they did not have any war damage, but it looked 
like war damage there. 

Mr. Jupp. I would like to ask your cconomic experts if what I said 
is not truce. 

Mr. Porter. I think it is substantially true, Mr. Judd. They re- 
ecived very great damage to the port of Antwerp, and there was con- 
siderable destruction to their panic eins plants. They also lost 
quite a bit of housing. Thoy have made a fine recovery. 

. There are, however, some exceptions to that. They have been very 
backward in the modernization of the coal mines. We have onty had 
partial success so far in inducing them to undertake a modernization 


program. 
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In accordance with their undertakings in the Schuman plan they 
are naking a start. The Belgian reeord, on the whole, is a good one 
in Europe. 

Mr. Jupp, Is it not truce that after the war they froze die potential 
purchasing power, and they rejected a hand-out program with all of 
its attractive features to win vates, in order to protect the soundness 
of their currency and get theiy economy on a sound basis? 

Mr. Portes. In the period immedintely following the war, Uhey 
pursued an imaginative financial policy. + 

Mr. Vorys. LD understood from our colleagues who were over Chere 
that Belgium had a manufacturing complex that could be the arsenal 
of Europe, but that the difficulty was thine the other countries could 
not pet Belgium ¢o make stuff for them. What is the amount they 
pel? 

(Discussion off the record.) 

Mr. Vorys. Are vou going (o actually make your program consist 
of machine tools and raw materials, and free their dollars to buy food, 
and so forth; is your program going to be just what they need for 
military production? : 

Mr. Porter. As you know, Mr. Vorys, we have to take into 
account the totel availability of dollars. It does not make a great 
deal of difference if tha aid we give them is used to buy equipment, 
raw materials or the import of cotton or food, if the management of 
their total resources is satisfactory. 

(Discussion off the record.) 

Mr. Porter. de not think it would be wise to restrict eurselves 
just to the purchase of machine tools and raw materials that will go 
directly into military equipment, 

Mr. Vonys. T thought in talking to Mr. Cabot and other witnesses 
earlicr that one of the advantages of the ECA formula was Chait we 
conkt make sure they got what we thought they needed. 

I think this year it is particularly true. [f/'we only furnish them 
with the part of the stull they need for military security, that would 
apply. T thought that was the way we were going to do it this year. 

Mr. Porter. I do not at the coment recall that part of Mr. 
Cabot's testimony. 

Mr. Vorys. Lot us say I said it. 

Mr. Porter. We could, of course, specifically earmark a particular 
million dollars for raw materials that: would be used for a military 
purpose. ‘That is not the most efficient or most effective way of 
directing the aid, 

We cateulate their total requirements, Uheir total availability of 
dollars for the purchase of their imports, and that gives their net 
deficit for which they will need foreign assistance. 

H within ¢Qeir total resanrees the Belgians maintain adequate con 
trols over investinent and consumption in order to attain a high de- 
fense expenditure, itis really immaterial whether the dollars provided 
hy ECA are used to import essential foodstuffs or aluminum which 
may be used in military goods. 

Mr. Vorys. Is that the end use for ECA, to make sure that is done? 
Is not what you are saying totally out of line with what we have been 
driving at fora couple of years, to make sure what we furnish is going 
to go Into recovery purposes, and so forth? ‘Phis vear the purpose, 
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I understand, is that Belgium would not get a nickel unless it was for 
military production. 

Mr. Porter. That is right, sir. 

Mr. Vorys. I do not follow you at all on the idea, “Well, we will 
furnish them so many million dollars worth of stulf and that is the 
most efficient way to do it.” 

Mr. Porter. [ do not mean to convey the impression, Mr. Vorys, 
that what I said was inconsistent with the procedure of timiting pro- 
curement with ECA dollars to a specified lst of commodities. 

My only point is this, it docs not make any difference in the end 
result whether the dollars that we propose to give them are used to 
purchaso cotton and food imports or whether it is used to purchase 
raw matcrials and machine tools, because it is the total we are con- 
cerned with. We will not give them any aid untess they agree to 
LENSE SKS a military program of the size which we are proposing to 
them. : 

Chairman Ricuarps, That is a good argument, to put it all in one 
bucket and let somebody take entire control of the thing and not call 
it ECA or.military aid or—— 

Mr. Vorys. Just a grab bag. 

Chairman Ricuaxps. I do not know but what that is right. 1 do 
not know about the grab-bag business, but that is what we have been 
discussing here, Mr. Sida, just like yousaid about pouring itin one side 
of the jug or pouring it in the other side of the jug. 

Mr. Jupp. I think that is right. As long as they follow through to 
see that it goes in, our aid might go into one phase of. the economy 
which would release their own resources for use in other parts of the 
economy. As fong as it achieves the military objective I think that is 
a more flexible and better way to do it. 

Mr. Porter. Mr. Vorys, we are concerned with their total use of the 
resources and not just a particular segment. ‘This does represent an 
evolution of our thinking of tho past fow years. Wo cannot be con- 
cerned just with that ecction of the economy which we finance. We 
must be concerned with the total use of their resources. 

Chairman Ricuarps. I do not think you were here yesterday after- 
noon at the time in Mr. Porter's testimony when ho was asked whether 
or not ono Administrator arpoints to handle this whole thing could 
not do a good job, and ho said he did not see why he could not. That 
was along with his testimony here. 

Me. Vorys. I may have missed that, but here is the big question. 
Threo years ago, whea this thing started, it was balance of payments 
and dollar shortages, and the dollar shortage all over Europe was so 
big and the need was 80 great that thero was great justification for pour- 
ing in dollar goods, and it didn’t make much difference where you 
poured it in. : 

Now, that is all over. ECA is about over. All we aro justified 
in doing now, and that is what we are told we are doing, is saying, 
“You do not get anything for your economy at all unless it goes right 
square into mutual security.” So that this whole idea about the tea- 
pot, and so forth, it seems to me has vastly changed. I confess I am 
greatly disappointed to find that you aro not grooving the ECA 
support to exactly tho stuff, so that we can have some end uso follow- 
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Mr. Porter. I think we are tying it to their military effort, Mr. 
Vorys. As I] stated before you came in, Belgium would not qualify 
for any aid this year if it were not for the military program which we 
hope they will undertake. Tf they did not undertake a military 
program of the size which we are proposing to them, then they would 
receive less aid and probably none at all. 

Chairman Riciarps. Mr. Mansticld was asking you a question. 

Mr. Mansrienp. Mr. Porter, am 1 right in assuming from what 
you just said that the ECA did give serious considerntion to the pos- 
sibility of withdrawing Belgium from under the ECA? 

Mr. Porter. Yes. Belgium would receive no aid at all now if it 
were not for the rearmament program. 

Mr. Mansrittp. Are there any other countries (hat you consider 
taking out from under the ECA this fiscal year? 

Mr. Porter. Well, we have ceased aid to four already—the United 
Kingdom, Portugal, Ireland, and Sweden. 

Mr. Mansritip. Sweden is a fate one then. 

Mr. Porter. We concluded aid to Sweden very recently. 

Mr. MANsrirtp. Yes. 

Mr. Porter. | think it would be fair to say that by the end of this 
year Urere would be no countries receiving aid under ECA except 
Austria, Greece, Iceland, Western Germany, ‘Purkey, and perhaps 
Denmark and Htaly. 

Mr. Jupp. Would not Italy be getting some under ECA? 

Mr. Porter. 1 think by the end of the 1952 fiscal year Italy would 
be just about ready to break even. We could discontinue aid to some 
countries even earlier. 

Mr. Coiperrittp, How about Norway? 

Mr. Porter, F think Norway, by the end of the year, could be 
self-supporting if it were not for its military program. 

(Discussion off the record.) 

Mr. Mansrisep. What about their balance of trade from the 
Congo? They have huge copper deposits down there. 1 understand 
it is an important source of uranium, and undoubtedly there are 
other natural resources, whieh puts the Belgians on a pretty sound 
footing, plus Che fact that they are a first-class manufacturing country 
in certain tines of business. 

Mr. Porter. Asa matter of fact, while the Congo iserich, actually 
the Belgians are putting more into the Congo than they are taking out, 
to the value of $154 million. 

Mr. Vorys. No. You do not expect that next year. Not. accord- 
ing to what you have here in your own table of figures, 

Mr. Portrr. Oh, I was looking at the wrong column, Mr. Vorys. 
That was last. year. This year we anticipate an even break in their 
trade with the Congo. ; 

Mr. MAansFieip. Then their deficit comes from their economy at 
home, that is, in Belgium itself? 

Mr. Porter. Right, sir. Asa result of the increased rearmament. 

Mr. Mansrie.p. Then it would appear to me that the increased 
rearmament would redound to the benefit of their economy, because 
they will be getting items which we will supply, but in return they will, 
because of the peculiar nature of their economy, I assume, be able to 
manufacturo practically all of the small arms they need. 
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Mr. Porter. We anticipate they will supply not only a great deal 
of the small arms for their own needs, but will be able to contribute 
some to other countries of Europe, whieh we hope they ean be per- 
suaded to do on a gratis basis. We have already proposed that to 
them, They have not yet agreed to it, but we intend to continue to 
urge them to do it. 

th order to make the fullest possible use of the very good manu- 
facturing facilities in Belgium, it would be necessary greatly to increase 
their import of raw materints, and also to receive some additional 
machine tools in order to make the most efficient use of the manu- 
facturing facilities they have. 

Mr. Mansrizip. Then that would come under the ECA amount? 

Mr, Porter. That is right. 

Mr. Mansrietp. That is all, 

Chairman Ricuanps. Mr. Chipertield. . 

Mr. Cureenrinnp. Suppose there were 12 or t5 specific programs 
that needed cconomic aid in Belgium? For instance, they might 
make radar, or signal equipment, or something like that, and they 
nected economic anid for those purposes. ‘Then you ask them to 
increase their military expenses X millions of dollars. | can uniler- 
stand why you would want to make up for the use of those dollars in 
the extra military effort from what they are doing now, but why is 
there not a criteria whereby you add that figure, and the speeifie 
program figure, and that is what they get, and not go further and 
give them wheat or something clse along that line that will go into 
their general economy. 

Mr. Porter. Let me see if I correctly understand you, Mr. Chiper- 
field. You mean we should add together the economic assistance 
plus the value of the military end-item assistance to arrive at an over- 
all total of ait for Belgium? 

Mr. Curpereirep. Fam not including tho military, but just inelud- 
ing the economic. For instance, in Norway they told us thoy had six 
or saven specific programs that they would need so mich for. One 
of them, I think, was signal equipment. They need raw materials to 
carry out the program. We aro going‘to fumish the help needed 
under ECA. Piien besides, they will have to increase their military 
establishment by X dollars. Then those X dollars. will be taken aut 
of their general economy. Why is not the total amount of aid 
needed, the sum of those two types of programs, the increased military 
cost plus specific. programs? 

Mr. Porter. I will try to clarify that point, Mr. Chiperfield. Lot 
us take a particular program for electronics manufacture. 

The total value of that might come, Ict us say, to $25,000,000, but 
only, let us say, $5,000,000 of that would come from the United 
States. Another $10,000,000 might come from their own resources, 
and a further $10,000,000 from other European countries, which would 
he financed through the European Payments Union. But if we tried 
to tio our financing of tho Norwegian deficit specifically to these 

articular programs, wo would find that we were in a strait-jacket 
from tho standpoint of financing them, sinco only a part of it would 
come from the United States. ; 

Mr. Cuirerriecp. I was assuming no economic aid would bo neccs- 
sary. I was not thinking about a country where there might bo a 
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deficit, but about a country where ECA would be cut off if it was not 
for the military program. 

Mr. Pontier. Yes. As T said, we would not give any aid to Belgium 
if i were not for the rearmament program, but it is very diflicult to 
tie our aid te these rather speeitic programs, because it is necessary for 
them to divert some of their resources which would otherwise go to 
earn foreign exchange Uhrough exports into this rearmament program. 

So what we have to do is consider their otal economic picture aid 
relate their aid to the net deficit which is arrived at by the military 
effort plus the normal imports. 

Mr. Cuirerrienp. |} was hoping we could get away from giving 
ECA nid for general purposes ste as for foal consumption, and we 
could confine it to military purposes rather Chan general purposes. 

Mr. Porter. | understand your purpose, Mr. Chiperticld, and I 
wish it were possible to relate every dollar that we give to n specific 
dollar's worth of arms produced in a particular country. We could 
do it, but TP think it would be deceiving ourselves in doing so, and we 
would be putting ourselves into something of an administrative strait- 
jacket in doing tt. 

May I say, Me. Chairman, Pam sure members of the committee 
realize Tama substitute witness from the second team, and if Tam 
not able to give a precise and comprehensive answer off the top of 
my head, it does not necessarily mean Che problem has not been fully 
examined. It may more likely mean just a personal shortcoming on 
my part in the ability to give the answer the committee desires, 

Mr. Fupp. Who is your opposite number in the first string? Mr. 
Bissell? 

Mr. Porter. Right. He is the first team. 

Mr. Vorys. How is he coming along? 

Mr. Porter. He will be back on Monday. - 

Mr. Jupp. Mr. Chairman, this is as good n time as any to have 
this out. Why should we have to be making minesweepers for 
Belgium? Europe used to have more shipbuikting capacity than we 
did. Among all our allics over there, is there not one country that 
could make those minesweepers in return for Belgian small arms, and 
then Belgium would not have to give her small arms to somebody 

ratis? She would be getting minesweepers in return. Italy used to 
vave a shipbuilding industry. They built a couple of luxury ocean 
liners—the Rez, and another. Could they not build minesweepers? 
They have unemployment there. 

Mr. Porter. In my opinion they can, Mr. Judd, and we have tried 
to put a great many more orders for end items in Europe. 

(Discussion off the record.) 

Mr. Jupp. Let {is use Italy as an example. Will you explain to me 
why we should rot use shipbuilding vards in Italy, even if we have to 
furnish the money, rather than build them here? It costs us less 
money to have it done there, and it docs not make an extra burden 
on our own overemployed economy. 

Mr. Porter. That is the purpose of our economic assistance. 

Mr. Jupp. We know it, but why do we not do it? Is it because 
you do not know the answor in this case? I wish somebady could get 
me the answer to it. Norway built ships, and Engtand built ships, 
and Holland built ships. I do not know whether France did or not. 
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Mr. Porter. We are endeavoring to get these mine sweepers you 
aro referring to built not in Belgium, but in the Netherlands. We arc 
trying to get that done. 

Mr. Jupp. What is the answer? This is a concrete illustration. 
Wo talk in generalities, but here is a concrete problem, where Belgium 
can pay others in her goods if they will make mine sweepers for her. 

I cannot figure out why we have to ave mine sweepers to Belgium. 

Mr. Cuiperrirco. Because they wish us to give them away. 

Mr. Jupp. I brought it up in Belgium half a dozen times and never 
got an explanation. If we could get one of the concrete questions 
answered [ would have more confidence that I can put faith in the 
general answers to other questions. 

Chairman Ricuarps. Mr. Porter, here is the thing that concerns 
me about this proposal when it goes to the House here. You have 
three categories I am talking about in MDAP and in ECA. You 
have three categories in those two over-all things. One of them is 
MDAP strictly, as such, That is military aid, of course. Then you 
have cconomic aid for military production. Then you have straight, 
honest-to-goodness ECA, as such. 

Now, I have not been able to find out from these figures exactly 
how much is bona fide ECA aid and how much is aid for mititary 
production, exactly, that is, economic aid for military production. 

f course you can get the MDAP figures because you have that. 

Now, is that in the record? Does the set figure for just ECA, as 
such leave nothing to do with military production, in there? We go 
all around the end and come back here, and that amounts to military 
production; but I want to bo able to tell the Congress when we go 
down on the floor of the House just how much old-fashioned ECA is 
in there without having anything to do with military production. 
Either that, or tell them it all has something do with it. 

Mr. Cuiperrieip. Mr. Chairman, that is the reason why I asked 
the question a minute ago. I wanted che samo thing. 

Chairman Ricuarps. As I understood it, Mr. Chiporficld, you were 
saying why not start out on the basis that this country needs so much 
aid for military production, and then you accomplish that goal, and 
if they need something else in the other bracket then say that is on 
that basis. ‘ : 

Mr. CuirerrFietp. That is it oxactly. 

Chanman Ricuarps. Somewhere I would like.to have that in the 
record. 

Mr. CuiperFietp. Mr. Porter says that it is impossible to put them 
in separate categorics. 

Chairman Ricuarps. I know, and wo will be all mixed up too when 
we go down there. ° 

Mr. Porter. Mr. Chairman, we have given a good deal of thought 
to that problem over tho past several months, and we have reach 
the conclusion that we cannot give you an honest answer as to how 
you would draw the line between economic aid as of the type given 
in the past, and economic aid for military purposes, because to do so 
we would have to make a lot of arbitrary assumptions which are not 
necessarily true. We would just have to— 

Mr. Jupp. You would be kidding us. *. Pans 

Mr. Porter. I think I would, Mr. Judd, and I do not believe it 
would be fair to give you a figure which is not an honest figure. 
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Mr. Rintcorr. Mr. Chairman, I think you have a very good point. 
We might be spending a lot of time on this, but we have some prin- 
ciples to determine, and then we will not have to do it on the other 
countries, 

Haven’t all of you gotten yourself into this box which you could 
foresee coming, because you might have thought that the only way 
to sell this over-all program to the Congress is to tie military strings 
to it, and you are now forcing this into the military channel? 

I believe this to be the wrong approach, because a lot of this is pure 
economic assistance out and out. | think we would be in a better 
rosition on the floor if we could say here, “Most of this is for military, 
nut some of it is for economic.” And, we ought to know it. 

(Discussion off the record.) 

Mr. Rintcorr. I think if we get those problems straightened out in 
our own minds, ECA is better off, and we are better off for the floor. 

Mr. Jupp. And which we can defend. 

Mr. Ristcorr. That is right. 

(Discussion off the record.) : 

Mr. Vorys. That is what I mean. Thero is a figure there. Bel- 
ium produced some military production, ] presume, right through 
rom when they got back in 1945, did they not? 

Mr. Porter. Yes. 1946. 

Mr. Vorys. And Belgium was in balance and was only getting 

loans or EPU money last year, no grant aid at all. Is that not right? 

Mr. Porter. Belgium received net grant assistance last year in 
the amount of $45,000,000. 

Mr. Vorys. Now, how much military production did they produce 
last year when they were in balance? 

Mr. Porter. They produced—may I give vou the figures for 1949, 
1950, and 1951, and our forecast for the new fiscal year? 

Mr. Vorys. Yes. 

(Discussion off the record.) 

Mr. Cuiperrietp. What criteria do you use in judging whether a 
NATO country is doing its share in the common NATO effort? 
Could vou give us a specific country illustration? 

Mr. Porter. Yes. Let us take a case of Belgium, Mr. Chiperfield, 
since we are discussing that now. We begin with the commitments 
which the Belgians have made to NATO. That is, their commit- 
ments for the present year. 

On the basis of their commitments as te the size of the ground 
forces, plus air forces and naval forces, their requirements are esti- 
mated by the Belgian Government and checked by our military mis- 
sion in Belgium. That is the second step. The first step is their 
commitment. 

The second step is to translate those commitments of forces into 
terms of equipment. 

The third step then is to deduct from these total end item require- 
ments the following things: 

First, what equipment do they have already; 

Secondly, what is on its way cither through MDAP or being pro- 
cured in other European countries; 

Thirdly, what are they undertaking to produce for themselves? 

At that particular point the United States military mission in 
Belgium consults with the ECA mission as to a judgment on what the 
Belgians could produce for themselves. 
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Mr. Cutrerrietp. What criteria do they use for that purpose? 
How do you know whether they are making a real effort or not? 

Mr. Porter. Well, I was just doing this step by step. 

(Discussion off the record.) 

Mr. Porter. Another criterion is, are they making full use of idle 
facilities or facilities that could be converted from the manufacture 
of nonessentials to military equipment. 

Thirdly, what is the size of their military budget as an over-all 
estimate. ‘ 

(Discussion off the record.) 

Mr. Porter. We do not believe that they have made adequate use 
of their facilities and that is where the ECA mission comes into the 
picture in estimating what could be produced. 

Finally, we have the estimate of their military budget. 

(Discussion off the record.) 

Mr. Rooseve.t. What is it for? Tell us what it is for. 

Mr. Futton. Would you please divide it into those two categories. 

Mr. Porter. It is very unreal to try to attribute this particular 
aN to specific commodities. 

Mr. Futtron. What percent then is equipment, and what percent 
is basic commodities, approximately? 

Mr. Porter. I cannot tell you that at the moment, Mr. Fulton, 
because our approach here, as I would like to repeat again for the 
bencfit of some of you who were not here earlier, is this: We are con- 
cerned with the total resources of a country. Its total fiscal, mone- 
tary and credit policies. Its total tapers and total exports. It is 
only as we look at the whole picture that we are able to judge what 
a country is capable of doing, 4nd we are trying to relate our aid to 
the extent to which they fulfil that of which they are capable. 

Mr. Fuiton. Then you are proceeding solely on a balance of 
Payments basis. Is that not right? 

Mr. Porter. A balance of payments basis, Mr. Fulton, which 
takes into account the total economy which supports their military 
efforts on the basis I described yesterday. That is to say, tho total 
national proouets their consumption level; their investment policy; 
their total employment; their military budget; all of which wo have 
made forecasts of in order to arrive at a balance of payments. 

Now, as I explained yesterday, we are not accepting a balance-of- 
payments estimate made by the country itself. We have made our 
own balance-of-payments estimate on the basis of our estimate of 
what they are able to do with the resources which either they them- 
selves have, or which can be added through American aid. 

Mr. Fuzton. Then does that balance-of-payments figure include 
prior indebtedness, governmental and private, which has been pre- 
viously contracted? Are there any payments on prior indebtedness 
of the Government or private indebtedness previously contracted in 
that balance-of-payments figure? 

Mr. Porter. You mean a transfer of foreign exchange out of that 
country to some other country? : 

ate, Furton. What they owe on previous debts. Is that in there 


Mr. Porter. If they are servicing those debts, that is taken into 
the calculation. ' 
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Mr. Fuutox. Are any principal amounts taken into the calculation 
too? 

Mr. Porter. If those are being paid they aro taken into account 
either as an increment or as a loss of foreign exchange. 

Mr. Fuitos. So as to the amount that is being paid on principal 
on debts previously incurred within this balance-of-payments figure, 
we in the United States aro not putting the money in for productive 
uses, but are paying off old debts. 

Mr. Roosrtvett. Not when you are looking at it as a whole. 

Mr. Vorys. Will the gentleman yield? 

Mr. Futtonx. Could he answer that one? 

Mr. Porter. Well, the net effect is not changed by this since if 
we take into account the payment of, Iet us say, France to Belgium, 
it shows up on both sides of the ledger. If we take into account 
what Belgium has received and what France is paying out, one 
cancels the other. 

Chairman Ricuarps. Mr. Porter, we have a teller vote on the 
floor. Wo will take a 10-minute recess. 

(Whereupon a 10-minute recess was had.) 

Chairman Ricuarps. The committee will come to order, please. 

Mr. Porter, will you resume your testimony, please? 

Mr. Porter. Mr. Chairman, may I revert toa question which was 
asked by you and Mr. Vorys and Mr. Chiperfield with respect to 
drawing a sharp line between economic aid, that is, economic aid for 
normal ECA types of assistance, on the one hand, and, on the other, 
the economic aid in military production. 

We, of course, have anticipated that that question would be asked, 
and for sevcra? months we have been trying to find a way to answer 
it honestly. 

Now, I can say a few things that will indicate where some aid is the 
former economic recovery type, and where some aid is strictly military. 
Then I will indicate the marginal area in between, where it is impossible 
to draw a precise line. 

The aid to Austria is strictly economic nid. None of that is for 
military purposes. ‘The same is true of the aid to Trieste. Of that 
we can be sure. 

The aid to Belgium can be identified as strictly military. We can 
do that through the former AMP type of aid, but we think that the 
method which we propose will be more effective even though it is not 
specifically identified as military aid. 

Then there comes a margina) area, which is perhaps best illustrated 
by the case of Italy. We can calculate the amount of economic 
recovery assistance that would be needed for Italy if there was no 
military program .there. But, if we also assume that there will be a 
military program, then that means there will be increased employment 
in Italy. With the increase in the employment there is going to be 
increased consumption. That will result in a greater import of food 
and of cotton. 

Now, we could make some guesses as to what. that would mean, but 
it would just be an arbitrary guess on our part. It becomes very 
difficult in the case of Italy to draw a sharp line between economic 
recovery aid and aid necessary to get the additional military produc- 
tion. , we have preferred to come to you and just say that we think 
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it is not possible to give a figure that we would support as being in a 
category with the other figures we give you. 

Chairman Ricuarps. Is Austria the only country you would say 
would be the recipient under this bill of bona fide 100 percent ECA aid? 

Mr. Porter. Austria, Trieste, and I think we might say the same 
for Iccland, though there is a military contribution by Iceland in that 
they are providing some air bases. 

hairman Ricuarps. Yes. 

Mr. Porter. So probably the only two where we can say there is no 
military contribution at all would be Austria and Trieste. If we come 
to Greece and Turkey, obviously, a very substantial part of their aid 
is mado necessary by military reasons. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. Does Belgium have a priorities and allocation law to 
channel stuff into military production and cut down on production 
of nondefense goods? 

Mir. Porter. I am informed, Mr. Vorys, that they do have some 
riorities controls which are now being put into effect I do not 
elieve that they are as yet comparable to those which we have in 

the United States. 

Mr. Vorys. As to Belgium, we stopped aid to them because they 
upheld a judgment against ECA funds for Greece. What is the 
status of that matter now? 

Mr. Porter. That has been settled satisfactorily. We suspended 
aid to Belgium last March because a private Belgian company had 
gone into a Belgian court and attached some funds which had been 
deposited there by the Greek Government for the purchase of some 
steel rails and other railroad equipment amounting to a value of 
about $7,200,000. We suspended aid to the Belgians, and then 
entered into negotiations with them that resulted in the Belgian 
Government in effect putting up the equivalent amount of money to 
enable the Greeks either to make purchases in Belgium, that is, to 
pay for the equipment which had been ordered, or to permit the 
Greeks to order some of the equipment from other countries. 

Now, the Greeks had decided, in view of the delay, that they would 
not take all of the equipment which they had ordered, but preferred 
to use some of the funds to purchase other things in other countries. 
A satisfactory agreement was entered into between the Belgians, the 
Greeks, and ourselves. Inshort, the Belgians never officially acknowl- 
edged that their action was improper, but they. have taken all the 
necessary steps to correct it. 

We have made no allotment to Belgium since that time. 

(Discussion off the record.) 

Mr. Vorys. You fellows who went abroad heard about infrastruc- 
ture. Give us an example of infrastructure. 

Mr. Porter. Examples would be barracks, airfields, and port 
installations. 

General Scott. Those installations which are required to support 
an army in the field, such as communication lines, depots, airfields 
and so forth, to permit the effective operation of the force in logistica 
installations. . 

Mr. Porter. I do not know the origin of the word, but I do not 
think it is an American invention. . 

General Scort. It is French. 
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Chairman Ricuarps. Words like that do not bother me. I do 
not understand them and I do not ever expect to understand them. 

Mr. Jupp. Are you through, Mr. Vorys? 

Mr. Vorys. Yes. 

(Discussion off the record.) 

Chairman Ricnarps. Let us move along. We have another 
country, Denmark, and then we can take up some of the same questions 
on Denmark. We will find out whether there is anything rotten in 
Denmark. 

Mr. Porter. I would like to make this additional comment on the 

uestions Dr. Judd has been dete 5 I think it is an undisputed fact 
that there is capacity in Europe for additional military production 
that is not fully utilized, and I think it is our job to see that it is 
utilized. 

Mr. Jupp. That is right. 

Mr. Porter. I do not think we should send anything from the 
United States that can be produced there unless the time factor is 
overriding. 

Mr. Jupp. That is right. 

Chairman Ricuarps. Really, I think it is a little unfair to Mr. 
Porter. He was brought up here at the last minute to do a job that 
really was not intended to be his job. _ 1 think if he will go ahead on 
these countries, we can get Mr. Bissell later on to tell us how to go 
at this thing in cach country in addition to Mr. Porter's testimony, 
and we will move along in that way. 

Mr. Vorys. 1 wondered if we would go ahead alphabetically. 

Chairman Ricuarps. We decided we would go along alphabetically 
the way we have them on the list. 

Mr. Porter. I would have preferred not to have them alpha- 
betically because Belgium is one of the most difficult ones to develop. 

Chairman Ricuarps. Maybe that is the reason you suggested we 
might follow another procedure. But anyway, let us go ahead and 
take up Denmark. 

(Discussion off the record.) 

Mr. Porter. Now, it has made a very fine recovery in both indus- 
trial and agricultural production. It is having a great deal of diffi- 
culty in selling its meat, especially bacon, abroad; partly because 
Britain has been its chief market and the British—— 

Mr. Vorys. Are too poor. 

(Discussion off the record.) 

Mr. Porter. One of the things wo are pressing them to do is to 
be more aggressive in marketing their agricultural products. If they 
are not going to be able to market. bacon, shift to some other type 
of agricultural production. 

Are there any particular questions about Denmark that you wish 
me to expand on? 

Osseo off the record.) 

. Chairman Ricuanps. Let us take up France then, Mr. Porter. 

Mr. Porter. Right, sir. 

Chairman Ricuarps. I believe that is next. 

Mr. Porter. Sa Our total aid to the French last year, alll 
given as direct dollar assistance, was $423,000,000. 

(Discussion off the record.) ~ 
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Mr. Porter. In terms of their fiscal year, that is, on a calendar 
year basis, their defense expenditure during 1951 is $2,614,000,000, 
as against $1,800,000,000 in the preceding year. That is to say, 
ap oun oy a 50-percent increase. 

ow, France is one of the countries which we think that by the end 
of June 1952 would have been able to stand on its own feet if it were 
not for the military cffort they have undertaken. You will bear in 
mind that France is making a contribution in the construction of bases, 
and the so-called infrastructure. 

Mr. Vorys. Who pays forthat? As long as we have this balanco 
of payments business maybe it makes no difference, but do we pay 
for the land for landing strips and infrastructures? 

Mr. Porter. Mr. Halaby, would you wish to answer that? 

Mr. Hauany. Theansweris, “No,” Mr. Vorys. That isin the process 
of negotiation in NATO at the present time. We do not intend to 

ay or land or for local utilities, such as water and power, and so 
orth. 

Mr. Vorys. I mean, is that iand for infrastructures? 

Mr. Hatuany. Yes, sir. That is another clement in their military 
expenditures in addition to the military production that they are 
paying out of their military funds which Mr. Porter described a 
moment ago. It will be an increasingly large sum to support the 
tactical air bases that provide the air cover over the American troops 
and other troops. It includes all of the other clements, such as port 
facilities, communication net works, military roads, and so forth. 

Chairman Ricnarps. Let us sec, Mr. Porter. You plan to have 
France import $600,000,000 from the dollar area in the next fiscal 
year, against $490,000,000 of imports in the last fiscal year. Ac tho 
same time you show that France would have a doliar export of 
$255,000,000, and that is $30,000,000 less than the $285,000,000 
exports last year. 

fr. Porrer. That is right. ; 

Chairman Ricuarps. Now, why should they import more next year 
when I understand the gencral effort was just the opposite? - 

Mr. Porter. The reason for that, Mr. Chairman; is we expect the 
French to be making very substantial diversion of their own resources 
to arms manufacture. They will have less goods to export because 
some of their manufacturing facilitics will be diverted to armament 
manufacture, At the same timo they will have to import more in 
order to get the raw materials that they will need for armament 
manufacture. 

Chairman Ricuarps. I think last year you made an estimate that 
the dollar deficit of France would be $549,000,000, and it turned out 
that it would be but $310,000,000. I believe that is what it was and 
that is a pretty ae difference there. I mean, your figures show it was 
$310,000,000. I do not know what the cause of that was. 

Mr. Porter. That was our estimate at the time. Do I under- 
stand you to say we estimated last year their deficit would be 
$549,000,000? 

Chairman Ricnarps. That is right. : 

Mr. Porter. And it turned out to be $310,000,000? 

Chairman Ricuarps. That is in your appropriation request last 
year. 
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Mr. Porter. I think the principal explanation for that, Mr. 
Chairman, is that as you know there was a very substantial boom as 
a result of the events in Korea. The French were able to take advan- 
tage of that to increase their exports to a higher level than we had 
anticipated, and they were also slow in getting under way with their 
defense effort. 

Chairman Ricuaros. I understand also they increased their dollar 
position by exporting a good bit of industrial alcohol. 

Mr. Porter. That is right. 

Chairman Ricrarps. That is used in the production of synthetic 
rubber over here. 

Mr. Porter. That is right. | 

Chairman Ricnanps. Anyway, you figure that if it were not for 
this program we are starting with the military aid with France in a 
key Position and in an essential spot on the whole thing, that France 
would be on her own now? 

Mr. Porter. Not now, but by the end of the year 1952. I think it 
would be a light squeeze, but they would be able to stand on their own 

eet, 

Chairman Ric#anos. Are there any other questions on France? 

(No response.) 

Chairman Ricuanps. If not, we will go to the next country. 

What is the next one? 

Mr. Porter. The next one is Germany, sir. 

Mr. Jupp. Does that mean just our zone? 

Mr. Porter. No. That means the Federal Republic, including 
everything except the eastern zone. 

Qur aid to Germany last year was $384,758.000. 

(Discussion off the record.) 

Mr. Porter. Germany has been making a very substantial improve- 
nent during the past year, and we anticipate that that will continue. 
We also believe that the Germans can do a great deal more than they 
have thus far done in producing arnis for the other countrie,of Europe. 

We hope to get a great deal more military production under way in 
Germany than is now the case. 

The imports of Germany last year from the dollar area were 
$540,000,000. We estimate that their imports in the current year will 
rise to $710,000,000. Their exports to the dollar area last year were 
$320,000,000. We estimate this year they will rise to $377,000,000. 

Mr. Jupp. They wind up with a bigger unfavorable balance in the 
coming year than at present. Is that right? It is 241 this year, and 
you estimate 420.9 next year. No, it is a little better when you con- 
sider the settlements. 

Mr. Porter. Yes. I should add a word of explanation there, Mr. 
Judd. We anticipate that they will earn a considerable number of 
dollars as a result of the United States expenditures in Germany next 
year. That represented, included in the floure of total capital opera- 
tions last year, $60,000,000, and this year we estimate it will be a 
little over $200,000,000. 

Mr. Jupp. And they got $128,000,000 from the European Pay- 
ments Union, did they not? 

Mr. Porter. Yes. 

Mr. Vorys. Are you through? 

Mr. Jupp. Yes. 
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= Mr. Porter. No, That was a payment to the European Payments 
nion. 

Mr. Jupp. They put that into their European Payments Union? 

Mr. Porter. That is right. ; 

Mr. Jupp. Tho net settlement is that they put $128,000,000 into 
the European Payments Union and did not get anything out? 

Mr. Porter. This is the net payment thoy made into the European 
Payments Union—$128,000,000. 

fr. Vorys. On that they overdrew for a jittle while last year? 

Mr. Porter. Yes. 

Mr. Jupp. They are paying back what they overdrew? 

Mr. Porter. They went beyond the quota which had been estab- 
lished for them, and, thereforo, they had to pay. 

Mr. Jupp. Yes. That is what I said. My language may have 
been a tittle different. 

Chairman Ricraros. All right. Take tho next one now, 

Mr. Porter. The next one is Greece. The total aid received by 
Greeco last year was $288,500,000, of which $173,500,000 was dollar 
aid, and $115,000,000 was aid received through the European Pay- 
ments Union. 

(Discussion off the record.) 

Chairman Rtcuarps. The thing that bothers mo about Greece is 
that it has just an economically impossible situation. Thoy did a lot 
worse last year from an economic standpoint than wo thought they 
would. The estimate of the dollar deficit last vear was $148,000,000. 
That is what you folks estimated, I think. Tho actual deficit was 
$181,000,000. The estimated aid was $147,000,000, and then you 
spent $172,000,000 or $173,000,000, which was actually supplied, 

I reckon that is going on forever in Greece. I do not think they 
will over get to the place where they do not need economic aid or 
some kind of aid. 

Mr. Porter. Mr. Chairman, you will recall that last vear tho 
military mon-use assistance for Greeco was computed separatel 
in the total appropriation. The $47,000,000 which had been esti- 
mated was the economic recovery aid of the normal kind. In addi- 
tion to that there was, I believe, $56,000,000 received by Greece for 
common-use items, that is, for military use of equipment that could 
be used either for civilian or military purposes, but was used specifically 
for military purposes. ee 

Greece did better, in fact, than we had estimated when we asked 
for aid last year. 

1 am fairly familiar with those figures because at that time I was 
the chief of our mission there. We had contemplated that Greece 
would receive or would need $263,000,000 of aid, of which $147,000,000 
or almost $148,000,000 would be of direct dollar aid, and $115,000,000 
would be obtained through the European Payments Union. 

In addition to that, there was calculated that they would need 
$36,000,000 worth of common-use military items, which turned out 
later to be anprosimately $56,000,000. But the amount of direct 
aid which the Greeks received, exclusive of the military common-use 
items, was substantially less. ' 

Chairman Ricnarps. Waitaminute. You estimated $147,000,000. 
You asked for that. Now, of the $173,000,000, what did you say was 
added to that in those figures? 
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Mr. Porter. All right, sir. May I just get my work sheet on 
that, sir? 

Chairman Ricuanps, Yes. 

Mr. Porter. ‘The composition of this $£73,000,000 is $56,500,000. 

Chairman Ricuarps. What is that? 

Mr. Ponrern. For common use military items, which was calculated 
separately from the $147,000,000 which we liad estimated Greece 
would need for direct economic assistance of a recovery character. 
The balance represents $116,800,000 of direct dollar aid. 

Chairman Ricuanps. Jnustead of the $147,000,000? 

Mr. Porter, Instead of the $147,000,000, So let us say $117,- 
000,000 instead of $147,000,000, or a net reduction of $30,000,000. 

Chairman Ricrarps. Now, you are proposing # larger grant this 
year than you proposed last year to Greece. Is that right? 

Mr. Portnn. No, if we take it on the basis of totals; last year, 
you see, the request was broken down into two parts. One was for 
economic aid and the other was for mililary common-use items. 

(Discussion off the record.) 

Mr. Vorys. Mr. Porter, what is your comment on the question of 
our chairman, as to whether the Greeks would always need some sort 
of economic assistance? What would happen in Greece, not from the 
Communists and not militarily, but what would iappen in Greece if 
wo quit all forins of cconomic assistance? 

Mr. Porter. If we were to quit immediately, IT think that there 
would be an internal collapse in Greece. But Tam profoundly con- 
vipzed, sir, that we must proceed progressively to reduce the amount. 
of American aid until the stage is reached when none will be needed. 
I believe that they can be made independent of American aid by 
1954 or 1955. 

Mr. Vorys. You do? 

Mr. Portsr. Yes, sir. When I left Greece I believed that by 1954 
they could become self-supporting. 1 have since revised that in view 
of the very rapid increase in raw material prices, and consider a year 
may have to be added to that date before the Greeks could become 
fully self-supporting. 

However, [ am convinced if we continue a program in Greeea wo 
can make the Greeks self ‘supporting in another 4 years at the most. 

Mr. Vorys. I am encouraged to hear that. 

Mr. Porter. Well, sir, I think we have to bo very tough about it 
in order to accomplish that. 

Mr. Jupp. Mr. Porter, do those Greeks who are engaged in all 
sorts of shipping enterprises all around the world, and a wholo lot of 
other enterprises, some of which are legitimate and some of which 
aro sort of fast curves—do they pay proper taxes, so that they are 
assisting their Government? 

Mr. Portsr. 1 think that matter has been straightened out, sir. 
I will describe that story very bricfly. 

In 1946 wo sold 100 Liberty ships to private Greek shipowners, I 
would say at bargain prices. The Greck shipowners were able to 
make some very substantial carnings with these ships. 

One of tho conditions of sale which was imposed by the United 
States Government was that tho shipowners would pay taxes to the 
Greek Government and the ships must be registered under tho Greek 
flag. The shipowners, however, had beon very delinquent in the 
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payment of these taxes, After the matter had dragged for about 3 
years, I informed the Greek Government that we would have to 
suspend some of our aid to Greece unless they collected the delinquent 
taxes from the shipowners. ‘They were very reluctant to take this 
decisive action, anil we had to exert a great deal of pressure upon them, 
Eventually, wo did persuade the Greek Government to direct its 
consuls throughout the world to refuse shipping documents to all of 
tho shipawners who were in arrears in their taxes. In a period of 
about 10 davs the Government collected about $10,000,000 worth 
delinquent taxes, 

T think there is less than $1,000,000 that is now delinquent. 

Mr. Jupp. Are all those ships registered under the Greek flag? 

Mr. Porter. Yes, sir. 

Mr. Jupp. Where did they get all the ships that Lam told are owned 
by Greeks under the Panamanian flag? 

Mr. Porter. Those are ships they had already owned and trans- 
ferred to Panamanian or other registry. But all of the ships which 
were sold to them by the United States Maritime Commission as a 
condition of sale had a requirement that they be registered under the 
Greek flag. 

Mr. Jupp. And the Greck Government cannot get at the profits 
they are making on the ships under the Panamanian flag? 

Mr. Ponten. It is very difltcult for them to do that because these 
Greek ships do not touch Greek ports. Asa matter of fact, many of 
the Greek owners do not live in Greece, but live in New York or 
London. 

Chairman Kicnaxos. All right, sir. Let us take the next one, 
please. It is Haly, I believe. 

Mr. Porter. Iceland] might comment on very briefly. The total 
aid to Iceland last vear was $12,400,000, of which $8,400,000 was 
ziven in dollar aid, and $4,000,000 through the European Payments 

Inion. 
(Discussion off the record.) 
Iecland represents one of these difficult: cases that makes it im- 
ossibie for us to predict just when they will be independent of Amer- 
ican aid. As you know, almost the sole industry is fishing, and they 
have not been able to reestablish the fish markets that they had before 
the war, or to maintain the fish catch before the war. [t is possible 
that tho schools of fish are shifting their locale to such an extent that 
it may be a very serious injury to the Icelandic economy. 

Iceland is certainly one of the countries chat would be in need of 
aid beyond June 30, 1952. 

Mr. Vorys. You mean because of this fish business? 

Mr. Porter. Yes. Primarily because of that, sir. 

Mr. Vorys. Is there anything else they can do except fish? I 
mean, would that mean a permanent need there? 

Mr. Porter. I would like to have leave to submit a further state- 
ment on the prospects for the Icelandic economy later, because I am 
not familiar with that, Mr. Vorys. 

Chairman Ricuarps. ‘Chey fished before the war, and they fished 
since, and they got along all right then. They had no military 
destruction there, and they had the advantage of dollars spent there. 
I cannot see this continuing with economic aid to Iceland in this 
picture. ' 
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Mr. Porter. As tT said earlier, Mr. Chairman, 1 do not want to 
bluff with any answer. 1 do not feel 1 can give a correct one at the 
moment, but — will consult the man who handles Teclandic affairs 
for us and submit a statement for the record. 

(The following informution was submitted for the record:) 

ECA ald to Iceland is helping Uccland diversify its cconcmy and render its 
standard of living less dependent on fluctuating fish catches and highly changeable 
export markets for these fish. ‘The principal part of the diversification prograin 
is the development of Icelandic agriculture, which is being furthered by land drain- 
age and reclamation, increased use of agricultural machinery, silo construction, 
and a nitrogenons fertilizer plant which NCA is financing. An increase in agri- 
eulture production will enable Iecland to reduce its imports of agricultural com- 
modities and thus save foreign exchange. ECA has encouraged the more cifee- 
tive use and marketing of Iccland’s fish catches; for example, the marketing of 
frozen fillets, which has inereased its exports. ICA is endeavoring to accelerate 
the development of other Icelandic resources which may furnish additional export 
earnings, However, a diversification program will take considerable time to 
achieve any results, and in the meantime Iceland is dependent on ECA assistance 
to supply necessary iinports without whieh its economy would have difficulty in 
operating. 

(Discussion off the record.) . 

Mr. Vorys. ‘The Norwegians, when the whales quit staying around 
Norway, chased the whales clear down to the Antarctic Ocean. If a 
country had to go on relief every time fishing got poor near it, and it 
is our obligation to tuke care of them, then we have got a dandy. 

Chairman Ricwarps. But when fishing is poor, itis poor. 1 know. 
Tam a fisherman myself. 

Mr. Vonys. We have a tittle island up in Canada, my family and J, 
and the same thing happened to us that happened to Tecland. The 
Li ee not live there any more, and I think we ought to get some 
reliof. 

Mr. Jupp. Maybe we should push more for that bill on the love life 
of the tuna fish in order to keep them reproducing. 

Chairman Ricuarps. Yes; we might do something about that. 

Mr. Porter. Tam happy to report, sir, that Ireland docs not need 
any American aid. They received $15 million last year, and are now 
no longer in need of aid. ' 

Mr. Vorys. Would you care, or do the military wish to comment 
on the suggestions for amendments in this legislation that were 
proposed with respect to Ireland at our hearing last night? 

Mr. Porter. 1 know of the testimony last night, but since we are 
not giving any aid we are not in a position lo exert any pressure for 
a united Ireland. , 

Mr. Jupp. A good answer. 

You give aid to England, and it is in her hands as to whether or not 
there is a united Ireland, is it not? 

Mr. Porter. Well, we are not giving any economic aid to England. 

Mr. Jupp. The Irish will get their own if you will just not give 
military aid to the British. 

Chairman Ricuarps. How about Italy, Mr. Porter? 

Mr. Porren. Right, sir. 

Tho total aid to Italy last year was $237 milllion. ‘That again is 
largely for the reasons that I have already stated, of the increased 
Italian military effort. 

Mr. Vorys. When did you say Italy would have come out oven if 
it had not been for this military effort? 
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Mr. Porter. By the end of this year we believe that with a very 
low standard of living the Italians could become independent of 
American aid. 

(Discussion off the record.) 

I think Italy illustrates perhaps more clearly than that of any 

other country how difficult it is to draw a sharp line between economic 
assistance and military assistance, or economic assistance to obtain 
additional military effort. 
. As I said yesterday, Mr. Vorys, one of the reasons for that is that 
some of the unemployed Italians go to work and start earning a 
larger income. They are then obviously going to spend more of 
that income on food and clothing. Therefore, they will have to 
have increased imports of food and cotton in order to provide a 
somewhat higher level of consumption. 

Wo have calculated that the level of consumption in Italy next 

ear will be 3.9 percent higher than it is this year. You must bear 
in mind that the average national income in Italy is ono of the lowest 
in Europe. It is $286 per year. After their military expenditures 
it is $266 per year. . 

Mr. Jupp. I saw in the paper last night where it is less than $200 
in Mexico. 

Mr. Vorys. Here is a statistic that I had a member of our staff 
figure out for me; that is, out of our population the number of people 
spending their time on defense is 11 million; the Armed Forces, 
3,500,000; defense production, 6,200,000; civilians in defense, 
1,300,000. That is 0.71 or 7 percent of our population. 

(Discussion off the record.) . 

Mr. Vorys. If you do not have it there do not stop to figure it out, 
but. could you run off « comparable figure on not only those that are 
in the armed services, but those that are in the nonproductive or 
economically nonproductive work of making defense materials? 

Mr. Porter. If we are able to do so we most certainly shall, and 
. I shall submit that for the record. 

Mere. Porter. I can give you the approximate proportion of men 
in aetive military service in 1951. I have that right before me. In 
the United States it is 21.2 per thousand. In Western Europe as a 
whole it is 12.6 per thousand, but excluding Italy it is 14.4 per 
thousand. With respect to Italy you know the size of tho Italian 
Army is limited by treaty now to 300,000 men: - 

Mr. Vorys. Yes. 

Mr. Porter. So, excluding Italy, their ratio is about two-thirds of 
ours of men actively in military servico, 

Mr. Vorys. Not right now, but if you have not dono it seo if you 
can get somebody to run a figure off of how many per thousand in 
Europe are in defense production. 

Mr. Porter. I believe, Mr. Vorys, we can givo you that exactly 
for some of tho countries, and rough estimates for tho others. 

(The information requested is as follows:) 

In addition to the 2,200,000 members of the Armed Forces in the nine European 
NAT countries, it is estimated that some 3,400,000 workers will be engaged in 
defense work in 1951, This estimate represents workers engaged in the produc- 
tion of military end items, civilians [n Jobs in the military establishment, and 
thoee workers [rndirectly contributing to military production in such Industries as 
mining and transportation. 
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This figure is necessarily derived from over-all figures relating to planned de- 
fense expenditures, gross national product and the civilian and military labor 
forces and represents a rough average for the year. The fact that defense ex- 
penditures in 1951 in the ninc countries are expected to double those for 1950 is 
indicative of a rising trend which may well be reflected in a considerably larger 
number of defense jobs by the end of the year. 

Chairman Ricuarps. Have you finished with Italy, Mr. Porter? 

(Discussion off the record.) 

Mr. Javits. Can I ask a question, Mr. Chairman? 

Chairman Ricuarps. Mr. Javits. 

Mr. Javits. When T was in Italy I heard a good deal about what 
is called overemployment in various plants, that is, they have many 
more people on the payroll than they need. It is just another way 
to deal with the unemployment figure. 

Mr. Porter. That is undoubtedly correct. 

Mr. Javits. Is there any estimate of that so that we have a realistic 
picture of what their situation is? In other words, you can have work ~ 
relief in private plants as casily as you can on the public payroll, 

Mr. Porter. If I may just make a rough estimate I would think 
that probably would involve three-quarters of a million to one million 
men. It is one of the factors that will make it most difficult to get 
a successful productivity program under way in Italy, because there 
is very little incentive for a manufacturer who is carrying surplus 
men on his payroll to try to improve his productivity if he is not able 
to reduce his employment. However, that is not deterring us from 
trying to undertake « productivity program in Italy. 

; ue Porro: Are there absolutely idle plants that could be used 
in Italy 

Ar. Poaree, I cdo not know if there are any absolutely idle but 
there are many working only to partial capacity. 

Mrs. Botton. If we inereasedt the need they could increase their 
productivity? 

Mr. Porter. To a very substantial extent. 

Mrs. Botton. And that is what we are trying to do? 

Mr. Porter. Right. Shall I turn now, Mr. Chairman, to the 
Netherlands? 

Chairman Ricuarps. Yes. 

Mr. Porter. Our total aid to the Netherlands last year was $132 
million, of which $30 million was provided through tho European 
Payments Union and $102 million as direct dollar aid. 

(Discussion off the record.) 

Mr. Porter. Do you wish a discussion of their balance of payments, 
Mr. Chairman, or shen't I ask for that unless there are questions? 

Chairman Ricuarps. That is all right. 

Mr. Porter. We have estimated a decrease in the level of con- 
sumption in tho Netherlands to about 98.3 percent of the current level. 

Mr. Vorys. How many people are there in the Netherlands? 

Mr. Porter. 10,280,000. 

Mrs. Botton. Consumption of what? 

Mr. Porter. Over-all consumption—goods, food, clothing, shelter, 
and so forth. 

Mrs. Botton. Is that because they are not doing more, or is it 
because they are going to do without? 

Mr. Porter. I think it will bo because they will be tightening their 
belts to make a greater military effort. As I have stated yesterday, 
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this is our forecast or our target of what we want them todo. Ht does 
not yet represent a commitment of what they are willing to do. 

(Discussion off the record:) 

Mrs. Botton. Are the Dutch in the same boat? Do they also 
want more than we want to give them? 

Mr. Porter. Oh, yes. They have asked for substantially more 
than we aro proposing to your committee. 

Mr. Javits. Mr. Porter, is the only way we found to stimulate 
these people by negotiation? We have yet developed no technique 
for getting them to do these things other than by the arts of negotia- 
tion. Is that right? 

Mr. Porter. Well, there are other techniques, but we feel that 
negotiations are necessary to raise their effort from the level which 
they have projected for themselves to that which we think they are 
capable of making. 

That is where the negotiation comes in. Fortunately we do not 
have to negotiate the whote load, but about the last 15 percent. 

Mr. Javits. Do you have cnough diseretion under this legislation 
which you are proposing to us so that that nevotiation has some teeth 
init? In other words, do they always feel that you have the power 
under the law to grant or withhold aid, so that, even though you do 
not make it naked power, at least you have it? Is that elear to the 
people you are negotiating with? 

Mr. Porter. I think itis, sir. The power that wo will have insofar 
as the recipients of aid are concerned will be the amount of aid that we 
will give to them. 

Mr. Javits. That you allocate? 

Mr. Porter. Yes. That is right. 

Mr. Javits. Mr. Herter has been advocating that a Ifeavy part in 
allocation of end-item aid be given to the Suprens Commander, 
General Eisenhower. What do you people think about that? Mr. 
Herter’s feeling is that he ought to have a participation in allocation. 

Mr. Portsr. Certainly I do not think we should make any allo- 
cation of military end items that are inconsistent with General 
Eisenhower's judgment, and I think our allotments of economic aid 
should be consistent with his judgment of the military requirements, 

Mr. Javits. And you will do that and are proposing to do that? 

Mr. Porter. If we are responsible for the administration of the 
program I can assure you that will be tho intent of Mr. Foster, Mr. 

issell, and myself. = 

Mr. Javits. Thank you, Mr. Chairman. 

Mr. Porter. I said “If we are responsible for the administration o 
the economic-aid program.’ 

Chairman Ricnarps. Mr. Porter, how many more countries have 
you got there? 

Mr. Porter. Norway and Turkey, as recipients of aid, and then 
I would like to say a few words about the United Kingdom. 

Chairman Ricnarps. You have just Norway, Turkey, and the 
United Kingdom? 

Mr. Porter. Yes. 

Chairman Ricuarps. 1 would like to finish that, but we have to 
adjourn here ina minute. We have another meeting at 7:30. If you 
on make that brief on each one of them, please, we would appreciate 
that. 


s 
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Mr. Porter. Right, sir. Last) year the Norwegians received 
$106,000,000, of which $46,000,000 was direct aid and $60,000,000 
was received through the European Payments Union. 

(Discussion off the record.) 

Mr. Porter. We have assumed a very slight increase in the amount 
of consumption in Norway of three-tenths of } percent. 

1 think it is true that the Norwegians more than any other people 
in Europe have held their belt very tight. 

(Discussion off the record.) 

Mr. Porter. We think the Norwegians can make a greater military 
effort than they have, but I would tike to say that, if Al of the other 
countries did as well as the Norwegians, our job would he a lot easier. 

Mr. Jupp. Is it not (rue that they have not made any efforts to 
wangle stuff ont of us that there was no legitimate need for? They 
have come before us with what were their Totton needs? 

Mr. Porter. That is right. I would say that I think probably 
they have tightened their belt too much to maintain a very heavy 
tapllabinvesthtent program. 

Mr. Jupp. They told us over there they had just put on themselves 
a 10-percent sales tax on food, clothing, and shelter, and everything 
else, and even medicines. When a country will do that, it means 
business. 

Mr. Porter. Right. I think we can be well satisfied on the whole 
with the efforts the Norwegians have made. 

(Discussion off the record.) 

Mr. Porter. I am commenting briefly on Turkey. Their military 
budget last year, or the current fiscal year, is $192,000,000. A very 
poor and a very underdeveloped country like Turkey cannot make a 
substantial increase as the others lave. Also, we should bear in 
mind the Turks have already been making a much greater military 
effort than have the other countries of Europe. 

Mrs. Bouton. And they have been doing it for years. 

Mr. Porter. That is right. So, 1 think the increase we have 
forecast for the Turks is about all that can be expected of thom. 

(Discussion off the record.) 

Chairman Ricnarps. Let us go on to the United Kingdom. 

Mr. Porter. Last year we gave to the United Kingdom net aid 
of $148,000,000. We have given them a total of $298,090,000, but the 
British in turn made a contribution of $150,000,000 to other European 
countries through the European Payments Union. 

(Discussion off the record.) 

Mr. Jupp. Well, they ddvised me publicly over the radio last night 
that they were sending Mr. Atlee over here to Feopen the question of 
getting aid from us because their financial position had deteriorated so 
drastically in the last few weeks. ; 

Mr. Porter. I was so busy preparing for the committee, Mr, Judd, 
that I did not have a chance to read that. 

Mr. Jupp. I got that over the radio last night. 

Mr. Battie. We should have a radio in here. 

Chairman Ricnarps. Last year, when vou submitted your appro- 
priation request, it was estimated the United Kingdom would have a 
dollar deficit of $600,000,000. 

Mr. Porter. Right. 

Chairman Ricuarps. Actually the result was a dollar surplus of 
$1,098,000,000. 
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Mr. Porter. That is right. 

Chairman Ricuarps. How did this happen? 

Mr. Porter. That was largely accounted for, sir, by the increase 
in the price of raw materials which the sterling area were able to sell, 
after the general price rise following the outbreak of the war in Korea. 
Some of the commodities that the sterling area have for sale to the 
dollar area, like wool, tin, and rubber, as you know, increased in price 
very substantially. It was largely because of that unanticipated rise 
in prices, and thus the rise in sterling-arca carnings, that we were 
able to terminate aid on the ist of January rather than later in the 
vear, or rather than their requiring aid throughout the year, as we 

ad anticipated 12 months ago. 

Chairman Ricuarps. And also because they continued — their 
austerity program. 

Mr. Porter. Right. 

Chairman Ricuarps. Thev have really done that. 

Mr. Vorys. What is the change that has taken place here? 

(Discussion off the record.) 

Mrs. Botton. It was a little disappointing because yesterday the 
Irish said of course they would come in for the major share; that is, 
the British. We kind of hoped we could just tell the Trish they were 
wrong, but now it looks as though they will be right after all. 

Chairman Ricuarps. They claim, too, that the rearmament pro- 
gram is responsible for that. 

Mr. Porter. The rearmament program is putting a very heavy 
burdenonthem. Their military budget during the fiscal vear 1950-51 
was $2,485,000,000, and we have forecast for them next year a military 
budget of $3,995,000,000. 

airman Ricnarps. Thank you very much, Mr. Porter. 

The committee stands adjourned until 7:30 tonight. 

(Whereupon, at 5:35 p. m., the committce adjourned until 7:30 
p. m. of the same day.) 


NIGHT SESSION 


Tho committee met in the House Foreign Affairs Committee Room, 
the Capitol, at 7:30 p. m., Hon. James P. Richards (chairman) 
presiding. 

. Chairman Ricwaros. The hearing will come to order, please. We 
are continuing the hearings on tho so-called Mutual Security Program. 

It was necessary to rearrange our schedule, and General Scott will 
begin in the morning. Our first witness tonight is Mr. Adolf A. 
Berlo, Jr., former Assistant Secretary of State. 

Mr. Berle, will you proceed in your own way? 


STATEMENT OF A, A. BERLE, JR., FORMER ASSISTANT SECRETARY 
OF STATE 


Mr. Berte. Mr. Chairman, I have drafted a statement here which 
I should like to put in the record. There are copies available for 
those who wish to read it. Because I know the committee is under 
ress of time, I won’t take your time to detail the substance of it; it 
is there in print. 
Chairman Ricnarps. Your statement will, without objection, be 
included in the record in its entirety. 
(The statement is as follows:) 
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STATENENT oF ApoLr A. BERLE, Jr., ForRMER ASSISTANT SECRETARY OF STATE 


This statement is directed to the drafting of a mutual security act of 1951 
(program for 1952). I am convinced that the House committee should recom- 
mend that the Congress pass a mutual security act along the lines of the adminis- 
uae draft. In my judgment, certain changes could usefully be made in that 

raft. 
I 


The danger of the United States, and to the free world, is, 1 think, far greater 
than is realized. It is, in fact, greater {han the statement appearing in the 
memorandum submitted by the executive branch. While predictions are always 
dangerous, let me risk one here, 

Late in 1952 or early in 1953, the Soviet Union will be approaching her maxi- 
mum military strength and her external political warfare operations will be at 
peak. She is likely then to take moves even at the risk of precipitating world 
war III. She is not prepared to take that risk at present. But she is clearly 
putting herself in a position to take that risk. 

The area of greatest danger, in my judgment, is the basin of the Indian Ocean-— 
the huge area running from Persia and Arabia on one side, to Burma, Thailand, 
and Malaya on the other. She is far more advanced in that area than we realize. 
While American attention has been fixed on Korea, the Kremlin empire builders 
have substantially absorbed Tibet and have created, or assisted in creating, 
substantial anarchy in Burma (you can no longer go from “Rangoon to Man- 
dalay” even by water). At the same time, they are steadily creating a situation 
which may tcad to their seizure of Iran and their entry into the Persian Gulf. 
If you look at the map, you will see that a combination of these moves almost 
completely encircles India. They would hamper, if not prevent, any use of 
naval power in the Indian Ocean. They will probably be a prelude to a direct 
move southward toward Aden on the northeast coast of Africa. 

This move would shift the entire balance of world power. World wars are 
commonly won or lost in just that areca: The holder of the Middle East holds 
the key to world empire. 

This is more important even than Western Europe. Western Europe has 
several times been lost to would-be world conquerors who have nevertheless 
becn defeated by the powers holding the Mediterrancan and the Near East. 
The holder of the Near East is rarely dislodged except after several centuries. 

The free world is tess well prepared in this great basin than anywhere clse along 
the whole iron-curtain fine. #ven the map supplied by the State Department 
to che committee and printed with the memorandum is, if anything, unduly 
optimistic. 

The United States Government has had only one of two choices: Draw in, 
arm the hemisphere and await the worst—that is, surrender two-thirds of the 
world to the Kremlin, and defend here in terrible danger; or try to meet the 
situation on the ground. It has finally chosen the latter. Rightly, in my judg- 
ment. The proposed Mutual Security Act is the principal instrument of that 
policy. Few well-informed Americans, 1 think, would willingly accept reversal 
of the choice. 

Our one chance of avoiding world war IIE lies in this program. First, build 
up military preparedness to a high point. This is being done. Second, push 
& program of political warfare with a vigor equal tothe Kremlin's. Weare slowly 
coming to that. Third, set up an economic program so strong, so direct, so 
immediately geared to the actual personal cables of great and very humble 
populations that they resist organization into Communist governments and 
mercenary armies by agents of the Kremlin empire. Meanwhile, we can assist 
populations within the iron curtain who know, now, that the Communist promises 
are not fulfilled, and the enslavement of a population is a substantial result. 


II 


The time element is bitterly Presing: 

Let us being with Iran. Again I risk prediction. : 

The current dispute is over oil, but the real issue is what government will 
emerge in Iran. We did not enter that situation strongly when the Shah a year 
S80 proposed a strong government under Razmara, and his tater attemn ended 

th Razmara’s assassination, and the present government took over. Negotia- 
tions to settle the ofl controversy are presently proceeding with the government of 

ossadegh. ‘There is, however, no solid assurance that the Mossadegh govern- 
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ment will maintain itself long. Some observers here give it only a month to hive: 
This seems unduly pessimistic. Unless, however, the tide is reversed, the present 
Persian Government will be replaced by still more extreme governinents, coupled 
with growing anarchy in the country, possibly coupled with armed action against 
the British, and eventually open or concealed Sovict intervention. It is neediess 
to state here how great would be the ensuing catastrophe. For one thing, it might 
well mean that every American automobile owner would have his gasoline rationed. 
For another, General Eisenhower’s mission to recreate European defense would be 
terribly crippled. * Third, the political and military balance of the Middle East 
would begin to run heavily against the free nations. 

If this is to be checked, work on a huge scate has to begin immediately—‘“‘haste, 
haste, oglndscm as Cromwell used to say. 

On the opposite side, in Burma, the situation is even more critical. Practically, 
the country is slowly disintegrating under the persistent attacks of various factions, 
with Russian or Communist Chinese inspired guerrilla bands. We havea mission 
and an excellent public relations program in Rangoon: but where, a vear ago, it 
was safe for our people to go about the country, now they find increasing difficulty 
in foing outside the capitol. 

hese two countries are perhaps now the front line. They are where Syria, 
Traq, Arabia, Egypt, and Ethiopia will be by 1953, if we do not work immediately 
and hard and fast. ‘We have seen the effect of delay in China where we could-not 
work up an effective policy while we still had access to that country. It would be 
gambling with the safety of the free world and the United States to make any 
more mistakes. 

Equally, we have seen a measurable effect of what could be done through the 
Economic Cooperation Administration in Western Europe. There we had time, 
we had access, and we had economic resources, and we used all three to good effect. 

Now we have, particularly In the great Near Eastern area, access and economic 
resources, and a litQe—all too little—time. This is a case where days count, and 
where every day lost may cost a bitter price a year or two from now. 

In pines areas of the world we have access, and more time, but pressing 
necessity. . 

Most important of these areas is, of course, Latin America. For some curious 
reason, most Americans také for granted that a continent and a half, inhabited by 
160,000,000 peopte, will be there and on call whenever we need them, though they 
do not belong to any American empire and are able to make their own decisions. 
But they expect action and economic aid. I quote from a ictter dated July 10 
from my daughter presently in the extreme interior of Brazil: 

“Francis Truslow, point 4 envoy to Brazil, died on the boat coming here. 
This creates an extremely difficult situation up here. Brazil has wanted to draft 
national legislation for what the Association for Credit and Rural Assistance is 
doing in the State of Minas Geraes. ‘lhe United Statea has already delayed its 
envoy several times and now, as he was finally coming, he died. Brazil apparently 
has been counting on point 4 help and is prepared to negotiate a loan with us 
which Americans here feel extremely favorable. Brazil needs American techni- 
cians. * * * Some fine day, Brazil is going to wondér why it should bother 
‘with us. * * © If vou have any information or any good guess, do let mo 
know. Everyone here is extremely conscious of the fact that Brazil is an unlit 
powder keg. The United States doesn’t help much.” ’ 

This last is not quite accurate: The United States has hel a good deal but it 
is minimal compared to the problems of a country of 50,000,000 people. The 
same thing could be said of a number of other countries in South America. 

The other huge and pressing areas are, of course, the tremendous and rapidly 
develontns areas in West Africa—the huge hinterland behind Dakar—and the 
Eaat Indies. In both cases, we have access and some time. Matters are not 
quite as pressing as in the Near East, though the East Indian situation fs no joke, 
and, for that matter, the Philippines are in considerable danger. If we have 8 
safe year in the Middle Fast, we mav have 2 or 3 years in the East Indies and the 
Philippines and 5 or 6 years in west Africa and Latin’America. In any case, there 
is no time to lose. . ’ 

Because of the hair-trigger situation In the Middle East especially, not only does 
a mutual security act have to be passed, but it has to be passed in such form that 
rapid and decisive action can be taken immediately in the critical areas. 


Hil 


This brings us to the organization of mutual security. The point is highly 
controversial, and it has to be resolved parfly on the question of expediency. 


i Hy 


} 
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The form of organization should be chosen which can be most rapidly activated 
and can most rapidly get into action. If the perfect, logical form of organiza- 
tion is not politically possible, the best possible alternative should be chosen, 
There is no way out of this; action scems to me essential. 

In strict logic, security ald should be split. Military aid should be separately 
organized and administered. Strict relief operations—tike that in Korea—should 
likewise be separately administered as is proposed. Economie assistance and 
point 4 ald should be a third division. Never should the military men be in a 
position to take resources riceded for roads and put them into tanks, or vice 
versa. The two operations are parallel but they are quite different. 

Atso in strict logic, economic aid should be administered by an organization 
dependent on, but subordinate to, the Department of State. Traditionally the 
Department of State is not particularly good at administering huge enterprises. 
Equally, the administrator of an economic pecan in @ country cannot have a 
policy separate and distinct from that of the State Department; he cannot be 
in competition with the ambassador. 

On the other hand, the State Department has been having its troubles, 3s we 
know, If we have to choose between no substantial mutual aid, and aid run by 
an independent agency, clearly we must choose the independent agency and rely 
on the President and the respective officers to hammer their staffs into coopera- 
tion. 

Mr. Nelson A. Rockefeller, the head of a very distinguished committee, studied 
the situation, at the request of the President. His report (the report of the 
International Development Advisory Board, dated March 7, 1951) assumed a 
single, central, over-all agency, not destroying, but taking over the present 
Economic Cooperation Administration (ECA), the present Technical Cooperation 
Administration (TCA, now in the State Department), the Institute of Inter- 
American Affairs (now under State), and the Export-Import atcanelnie (now 
lodged in the Department of Commerce}. This wes a drastic shake-up, and many 
of the agencies in Washington disliked the idea. The administration proposal, 
which appears in the draft of a Mutual Security Act presented to the committee 
maintains the various existing agencies, putting them, presumably, under the 
Department of State, though there is considerable flexibility. 

iiven all the factors, including the political situation here, I am inclined to 
believe that an independent agency picking up, taking over, aud maintaining the 
existing organizations of ECA, TCA, with as little disturbance on the ground as 
possible, probably is the best solution presently available. 

A little emphasis ought to be on giving the ficld missions guidance, stimulus, 
directive, authority and responsibility to move, to move fast, and to move in 
large magnitude, especially in the critical areas. For instance, we do not have 
time to take and train numbers of Persians in agricultural methods so as to change 
the productivity of that country over a period of 20 yearsorso. You need teams 
which can take a hundred men from a hundred villages and train them for 6 
weeks or 2 months, sending them out immediately, each to train a hundred men 
and limiting their work to the simplest sort of thing; use of hoes instead of forked 
sticks, drilling of quite ordinary wells, and the like. For the rea! task is to make 
it clear to many millionsof people in vitally critical areas that American programs 
mean something immediate to them, and that their hopes and fortunes lie in 
steyine with the free world. They will understand that only by something 
immediate and direct, available to them, and that actually happens and that 
happens fast. This sort of work {s not a matter for high negotiation in over- 
stuffed palaces. It is a job of devoted men, working against time, and talking 
to the simplest and humblest of people in language they can understand, accom- 
panied by deeds which they can see and appreciate. 

Finally, I should like to express the hope that the portions of the bill which 
deal with point 4 be isolated so that the point 4 program emerges a3 a reality. 
I think that in the administration draft, the points are all covered with a couple 
of exceptions I will later mention. It will be highly advisable to sort them out 
and collect them. There is no real distinction between much of ECA and point 
4 work—especially in the Near East and in southeastern Asia. TCA is, of course, 
primenily point 4. The limited discretion asked by the President would enable 

im to atrengsned point 4 where it could be done. Point 4 work can, in certain 
respects, be followed up by loan capital through the Export-Import Bank or the 
International Bank for Reconstruction. 

As 4 matter of detail, I note that for the American republics $22 million is 
suggested for assistance. This strikes measlow. I believe it should be increased 
to at least $50 million, with appropriate authority to transfer. This is not 
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asking a great deal. We cannot have literally millions of people living adjacent 
to the United States on the peon ievel without substantial hope of changing their 
position, and oxpect a stable situation between the Rio Grande and Cape Horn. 

It ought to be made Perret. clear that the object of this act is not to build 
up more huge agencies in Washington. The product, the end result, must be a 
peasant or an artisan in Burma, or in Iran, or in West Africa, or in Chile or Brazil, 
who sees that he is taking the first step, however short, toward getting benefits 
of the amazing industrial civilization and comforts of the twenticth century. 
One hundred first-class, able and devoted, though wholly obscure, operators in 
the field are worth & thousand administrators and subadininistrators, clerks, and 
80 on, in Washington, This is not to decry the able and devoted work done by 
mauy and many of these Washington men who do the work which furnishes the 
reputation and headlines for other people. It is to say that th. man fn the 
field who is doing a job is what this is all about, 


CONCLUSION 


T hope this mutual-aid bill will pass. T hope it will pass rapidly, accompaniod 
by legislative and executive realization that we are approaching the greatest 
crisis in Aincrican national security we have yet encountered in our history. 

Mr. Berte. Tho first most important point I have to make is that 
I hope everyone can get the sense of urgency about this bill (hat some 
of the rest of us do. Although I have been in private Jifo now for 
about 5 years, I have followed theso situations with a great deal of 
care both from old friendship and because, as you know, 1 have spent 
perhaps half my life in foreign affairs, back to the days of the Wilson 
administration. 

My estimate is that the situation is deteriorating a good deal more 
rapidly than many of us like to realize. This is not clairvoyance. 
I won't give you all the calculations. 

Tho timing appears to be that wo cannot count on moro than 2 years 
to work in a peaceful way and that probably from or after the year 
1953, we will bo faced with situations which we must more likely meet 
by force than in any other way. 

Obviously, tho most economical thing we can do is to use nonforce- 
ful means wherever we can. [should like to try my hand at assigning 
priorities. My belicf is that the strain in this deteriorating rorlil 
situation is gong to be greatest in the Middle East—an area not quite 
defined in the supplementary pamphlet which the oxeeutive branch 
has given you. 1t 1s there, but it is split up. 

Having observed the Kremlin’s stratgey since 1919, I have noticed 
that they are inveterate two-fronters; always when they make one 
move, there is a second, parallel move going on at the same time. 
This appears to be true now. The move in Korea has been stopped 
by armed force but two complementary moves are appearing now, 
one of them in Iran and the other on the other side of India, Tibet, 
Nepal, Burma. These are proceeding with very great rapidity. 1 
have had the privilege of talking to people who have come back 
within the past few weeks, both from Burma and from Iran, and they 
confirm that impression. 

Specifically, there is evidence that s main-line move is now going 
on to flank india on both the east and tho west. 

While we have been looking at the drama of the events in Korea, 
the Soviet system has absorbed most of Tibet—I think probabl 
all of it although I notice the State-Department registers only half. 
They have certainly got a fair handhold in the companion kingdom 
of Nepal, which is close by. The situation in Burma is rather rapidly 
disintegrating, so much so that the wives of the American staff in 


‘ 


’ 


THE MUTUAL SECURITY PROGRAM 625 


Rangoon are probably not going back from their leaves this fall. 
Even the water communication between Rangoon and Mandalay is 
cut. That is one side. 

The other side, of course, is Iran which has been so much in the 
newspapers I need not say anything about it. 

Limagine that probably all of you know—I think all the committee 
is probably better informed on it than } am—that the combination of 
those two moves would go un long way toward denying the entire use 
of the Indian Ocean to naval power. The fleets which sail the Indian 
Ocean commonly bunker with oi! that comes out of the Persian Gulf. 
If the Sovict system succeeds in taking over Iran, and is able to cut 
the head of the Persian Gulf, the nearest place that a fleet could 
successfully bunker with oil would be cither in the Duteh East Indies— 
the former Dutch East Indies, themselves in somewhat shaky condition 
or alternatively all the way back in. Venezucla. The more distance 
culs dawn in large measure the utility of any flect. 

By consequence, the double move here is not merely absorbing some 
more loose territory. TCis a main line movement which, if successful, 
would go very fnr toward completely eneircling India and giving a 
strargle hold on the huge central bridge which unites the five conti- 
nents. 

It is n matter of history that you may lose all of Western Europe. 
but if you keep the tine open to the Mediterranean and the Middle 
East, you eventually dislodge the invader from Western Europe. But 
the power that has successfully planted itself on that near castern 
bridge can stay there a long, long time. 

The experts who follow Iran most closely consider that the Russian 
move which follows the set pattern will probably be complete inside 
of on year. | myself, with the valor of ignorance, think that is a 
lite pessimistic. LT would give ourselves a little more time that that. 
But you cannot. be sure. The Mossadegh government: may even 
dicker out a solution on oil, but oil is really a secondary issue. The 
real fact appears to be that the oil issue has been used as a wedge to 
subvert any organized government in Tran. The only strong re- 
maining power is the so-called Tudeh Party. The ‘Tudeh Party is 
actually administered by a very large staff at the Russian Embassy 
in Tehran and it is clear that the Communists are following the old 
Kerensky pattern, with their heavy drive coming later. Anything 
that is to bo done must be done quickly while we still have access 
and while we have a little time. 

Somewhat the same thing is true of Burma. There the Soviet 
take-over of power is less obvious. The Chinese Communists, of 
course, are on their flank. At the moment a situation of anarchy 
is emerging. Again, while we have access, we must work as fast 
as Wwe can. 

Now this is a case for both money and guns. T havo no illusion 
that merely doing international good is going to stop a main line, 
armed Soviet drive. I would be thankful if it could. Maybe this 
could have happened if we had started 5 or 10 years ago. Bul we 
have not now the 5 or 10 years. 

Now it seems to me that the form of organization of mutual security 
aid adopted, if the substance of this bill passes and J hope it will— 
has to be selected with a view to the quickest possible operation in the 
Middle East and in southeast Asia. Wo have more timo in Africa 
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where, by the way, the report supplied by two executive branches 
seems to me unduly optimistic, do not think that: this report 
adequately reflects (he degree of communist organization whieh fias 
gone on on the northeast shoulder of Africa, that is to say in Ethiopin, 
and the Sudan, and so on, or in Egypt. TL think the situation there is 
more serious than appears. But the African crisis, (hough certain, 
will not. bo precipitated, obviously, until some of these other maves 
are more or leas chinplete. 

The figures in this bill are obviously approximate. They are 
estimates. T should suggest: that some flexibility - there is sone in 
the proposed net---be left so that funds can be assigned to areas where 
it is possible to move fast. Some of the programs now will lave to be 
different. You could work out a long-range program of economic 
improvement along with gradual organization of militia, let us say, 
in Africa. Butin tran vou are much more likely to have to doashotgun 
job in which vou (ry ¢o set up overnight the most elementary kind 
of cconomnic assistance, village by village, in a program designed to 
reach tho bulk of the country ina vear's time, 

For instance, to take the suggestion of Max Thornburg, who is one 
of the experts who has worked on it, a program may be needed by 
which you draw in 100 representatives of villages for very rapid train- 
ing in the most clementary of agricultural techniques, and then send 
them each to train 100 others, with American advisers to help. This 
probably is still possible; and thereby actually to touch $0,000 out 
of 60,000 villages in Lran, inside of a year’s time. Short of that, vou 
will find that someone else is Chere first and whatever you do has pot 
to bo done by quite different methods. 

On the Latin-American side, TP think (he figure is rather small. 
You have a program running to billions, and $25 inillion is assigned 
to Latin America. My feeling is that more Nexibility ought to be 
allowed. It is one of the strange things, perhaps not to this com- 
mittee, but to me, that the United States assumes that a continent 
and a half, south of the Rio Grande, with 160 million people will just 
be there whenever you want it, while between times you do not have 
to do much about it. This continent and a half is not part of the 
American empire. Actually, it is maintained in the American orbit 
by on endless number of private Americans who spend an infinite 
amount of time keeping personal and economic ties good with those 
countries. Now, it is perfectly clear (hat the fines have to be tightened. 
1 should think that the $25 million figure is low for what has to he 
done. What an economic and point 4 program means in terms of the 
interior of a country like Brazil [ tried to illustrate graphically by 
simply quoting a paragraph from a letter my daughter sent me from 
Minas Geraes, to give you what it tooks like from the South American 
angle. The experience could be dupticated all over Latin America, 

Ono of the problems with which this committee is struggling is 
the problem of how this kind of economic aid program ought to be 
organized, I have been through it three times in a lifetime. The 

roblem will never be easy or wholly solved. Ideally, of course, all 
oreign policy ought to be under State. But that Department whieh 
has absorbed a great part of my life and for which I have great affec- 
tion, as_n department has never had a great tradition of first-rate 
rapid administration. 1t has been a policy-making group far more 
than an-exccutive group. That is nothing against it. That has not 
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been its job. Mr. Cordell Till used to decline to let us, his then 
nssistants, lond up Che State Department with administrative fune- 
tions for Chat reason, and whenever we lad some wished on us, he 
instructed us to negotiate with you gentlemen to put) them into 
some place whieh he thought better equipped. 

There is the danger always ina split: ndiministration, that is. to 
say, an economic administrator who thinks he is the ambassador and 
waits lo tight with Che ambassador, and so forth. TL have dealt with 
that in Washington, TP ohave also been Ambassador myself and 1 
likewise represented economic niissions, so EF hiave seen atl three sides. 
L have lad the pleasure in many travels in the last fow years of wark- 
ing informally with the various American missions abroad, where the 
ECA men were living alongside the Embassy men, 

My conclusion is this: Lagree with Mr, Nelson Rockefeller who has 
very considerable experience hitmself in that, that the military should 
be feft where it is, that is, in the Departinent of Defense. The eco- 
homie aid ought to be separated out and put undera separate adminis- 
tration generally coordinated Uirough the State Department with 
policy. 1 think on the whole, given all the clements including the 
valitteal element here, that probably is the most practical thing to do 
if something has ¢o be done quickly, as Pam sure it does. 

Care should be given, E believe, not to destroy the very excellent 
organization whieh Paul Hotfman built up ain ECA, but in this ense 
that will not be difficult. 

The ECA has done its best work in the developed countries of the 
world where the arrangements are government to government, or high 
level to high level. 

lu what are called the undeveloped areas, it is less what goes en in 
the palace, but what is done hy drirly well-trained and highly svm- 
pathetic men almost of the foreman type who talk to villagers at Cheir 
own level that counts. That is the end product, rather Qhan a trade 
agreement or a loan agreement. Tt would seem te me that an eco- 
nomic aid administration could convenieathy be divided tnto the kind 
of thing Chat ECA has done well in the West European countries, with 
n separate adininistration to do the kind of thing whieh Mr. Rocke- 
feller's organization did extremely well during World War Hin Latin 
American. tresome undeveloped areas, the ECA has already got some- 
thing started whieh could be apportioned to one or the other on an 
adininistrative basis. 

As toa mutual aid administration fighting abroad, let us say, with 
a State Department mission there, my observation has been that when 
you have got two capable men on the job, they always work together. 
Veo had the possibility of confliet between ayencies when DP was 
Ambassador to Brazil. We simply agreed with each other that there 
would be no feuds and no fights. That might go on in Washington; 
we could not afford the fuxury in South America. There were none. 
The agreement was that F could call on the staffs of the Keonomic 
Mission if 1 needed them; the heads of those missions, could vall on 
mine, and the thing was settled in 5 minutes. We never hat any 
questions between us that could not be settled by a half-hour's talk 
willr ordinary give and take. 

I feel, therefore, that a separate Economic Administration is indi- 
cated. LT think that we have to leave it to the senior administrative 
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officials of the United States to hammer into their staffs that a good 
working alliance is necessary. 

The reason for not trying to combine the economic with the military 
is not because they cannot get together, but because they are talking 
a different kind of arithmetic. ‘The military man is thinking about 
one thing, the economic man about another. You cannot have the 
kind of situation in which the Army raids the money sct aside for 
roads or agriculture, because they want more guns. Apportionment 
between military and economic aid has to be made primarily on a 
political basis,—that is to say, on the basis of what your estimate of 
the urgency is. But such estimates and arrangements based on them 
which might lead to conflict are normally settled at a very high level, 

The Army knows what it is doing, and why. It docs not always 
understand and often has less direct interest and familiarity with 
economic problems. I should like to add, parenthetically that I do 
not think this will be true a few years from now. Today, hoth the 
Army, the Navy, and the Air Corps have staff schools in which they 
are systematically instructing the younger officers in that kind of 
problem and that kind of administration. Thoy haven't got their 
men trained yet, and until they do, I think we might as well recognize 
that we have two quite different types of thought. 

Ladies and gentlemen, I have said enough. J would sike to add 
mercly one commert. This is not any attempt to create a sense of 
urgency to put on political pressure: [om in private life. But if you 
look at the world situation as it stood in 1946 or 1947, or 1948 or 1949, 
or the last year or now, you can sce a steady deterioration going on 
implacably. You will see that it has been stopped in two places. 
One was in Greece which I want to say a word about, where the 
Truman doctrine accompanied by American show of force and a flect 
in the Mediteranean finally gave check to aggression. Tho second 
was in Korea where we have fought a year’s war substantially to 
maintain the status quo as it was before. 

{ opened by saying that the Russians like triangular moves. Those 
of you who have followed Russian policy must have realized, of course, 
that the move in Greece was not designed prmaely to seize Greece. 
It was designed to get Crete, cross the Mediterranean and enter 
Egypt, thereby sealing off the Middle East which.was the stake of the 

me in 1947 as it is now. Then we took a bold course. Fortune 

avored us. The Yugoslav defection made further Russian ageres- 
sion impractical. What wo are getting now in Iran and Burma is 
substantially the same thing wo met in Greeco 4 years ago. 

In September 1944, I wrote a memorandum to the State Depart- 
ment suggesting that { thought the policy of the Soviet Union at that 
time would be to try to seize Greece and cross the Mediterranean and 
also to try to seize Iran and cross the Persian Gulf in a pincer move- 
ment. The aren was made in the following 2 years. You are 
aware of how the Greek move was defeated by our intervention, and 
the Persian move was blocked through United Nations action. Now, 
of course we see it coming again. 

I have no end of respect for the ance our former colleagues and 
present enemies in the Soviet Foreign Office. They are good. They 
plan moves by which they risk relatively little, but stand to gain an 
enormous amount. The new operations are moves of just that kind. 
Tho Russians risk little or nothing for themselves in Burma, little or 
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nothing in Iran; but the success of those moves would give them 
another third of the world, and another half a billion of people and 
great added resources, Inevitably tho time will come sien in our 
own interest, or for our own safety, we shall have in that area to risk 
again the arbitrament of war as we did in Korea. 

Tho intelligence people apparently belicve that the Soviet Union 
expects to put herself in position to risk war by the end of 1952 or 
early 1953. You perhaps have access to their information. I, of 
course, donot. But that the Sovict rulers are putting themselves into 
that position as rapidly as possible is obvious. For this reason I 


hopo: 

First, that this bill including the military assistance angle passes 

th whatever administrative revisions aro needed; 

Second, that there may be a apenas administration for foreign aid 
which, however, shall make use of all of the organization now in being, 
that is particularly the ECA. And the new administration will have 
instructions to give priority “Haste, haste, post hasto,” as Oliver 
Cromwell used to say, to the areas most in danger. That means the 
Middle East. 

Third, that you somewhat increase both the flexibility and the 
money which may be allotted to Latin America, a part of the world 
which is peculiarly in partnership with us and on whose good will in 
the long run we have to depend to maintain the ultimate citadel in 
what scems to me one of the great world crises of all times. 

Mr. Chairman, thank you very much. 

Chairman Ricuarps. Thank you, Mr. Berle, for that very fine 
statement. 

I will go around the room, observing the 6minute rule. Mr. 
Chiperfield. : 

Mr. Cuiperrietp. No questions. 

Chairman Ricuarps. Mr. Gordon. 

Mr. Gorpon. No questions. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansrieup. I have no questions but I want to compliment 
Mr. Berle on a very fine statement. He has given us a great deal to 
think about in this committee. 

Chairman Ricuarps. There is no question about that. 

Mr. Vorys. 

Mr. Vorys. Mr. Berle, you have had a lot of experience in and out 
and around the Department of State. On the organizational aspects 
of it you seem to come up with a recommendation for a perpetuation 
of ECA, maybe under other initials. 


ECA was a temporary agency with a deadline put in and was given - 


a lot of special legislative flexibility such as exemption from civil 
service, and also, because of its nature, had an appeal to a type of 
man who is not a career man in government. 

Now, don’t you think that whatever we sct up now is not going to 
be a temporary thing but pretty nearly from now on as long as you 
and I are alive, so that we have got to contemplate whether we will 
cut off economic functions from the State Department and make them 
independent, or not. What do you think about that? 

Mr. Berus. You are quite right about ECA, of course. I know 
not whether now is tho time to dissolve it. I may bo unduly impressed 
by the need for using the running gear that you can uso quickest and 
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that probably warps my thinking. Ido not think you are now under- 
taking to give form to a final organization of the economic relations of 
the United States. 

Eventually, I think, an economic agency operated under or in 
connection with the State Department has to bo worked out. I am 
with you there. If I ae a wo had time to orgnize and do that job 
in tho timo at our disposal, I would say that is tho logic of it and I 
have so stated here. J wish I thought that we had time to do that in 
the present emergency. I think I would voto for doing the thing that 
could be done quickest, and working rather rapidly toward the solu- 
tion you suggest as soon as we havo got s few main line problems 
stabilized. 

Mr. Vorys. If I have time, Mr. Chairman, and I hopo you aro 
holding the watch on mo becauso we have a long ovening, I do not 
know how closcly you havo followed it, but whether for good or bad 
wo have got a second team in the gamo now for ECA, from Pau 
Hoffman right on down through. There are comparatively few of 
the fellows in the positions that thoy were in 3 years go when this 
thing was thrown toneher in a dreadful hurry to pour money into 
Europe to restore tho batance of payments. We now havo just 
another agency. I wonder from your experience in government 
which you would think best, merely to give ECA a new label or to 
change it around. Even though we are to have this independent 
agency with an entirely now function, not limited to Europe, not 
limited to recovery, but as it is labeled before us, mutual security, 
would it be smart to create a now agency so that there could be somo 
method of sifting and sorting the personnel, or do you think, that 
ECA, with its second team in the game now, should bo preserved more 
or less at all costs, because tho substitutes are so good. 

Mr, Beate. I do not think it should be preserved at all costs. I 
should yield to your peretes knowledge of the administration. I have 
seen it in the field. You aro quite right that it is now.a second team, 
the first team largely having considered the big job was dono and gone 


‘back to their own affairs. 


I have considered myself that the strict functions of ECA would 
be declining from here out. They have counterpart funds. They 
have certain localized problems. The questions of exchange on a 
large scale probably will entirely shift in character if you do purchases 
for munitions and the balance of whatever arrangements are made in 
supply of arms. : . ae 

do not consider that thero is anything sacred about maintaining 
ECA. The ECA has had missions in two or three—not two or three 
but various—of the undeveloped areas and some of them are said to 
be good. Salvaging the ones that are there and most effective it seems 
to me would be wise. I am by no means clear that a resifting would 
not be a good idea. I do not wish to be heard as a protagonist for 
maintaining ECA as its work draws to a close. We all know that 
agencies often like to go on when their day is dono and what they 
ouget to do is salute, take a bow, and knock off. ; 

{r. Vorys. I attended tho third annivorsary meoting of the ECA 
staff at the Statlor. It was a very quiot meeting until Mr. Harriman 
read tho statement from the President that ECA was to be a con- 
tinuing organization and then tho applauso was thunderous. I did 
not join in the applause. 
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I have taken my time. ; : 

Mr. Brrux. I have only this to add, Mr. Chairman: the controlling 
consideration, particularly in tho danger areas, isspeed. HI thought 
that speed could be got by holding on to some ECA, I would hold it. 
If I could not, then Prout take tho thing that could most quickly be 
done effectively. 

Chairman Ricnanps. Mr. Carnahan. 

Mr. Carnanan. Mr. Berle, in your statement you say that vou 
think in late 1952 or carly 1953, the Soviet Union will be approaching 
her maximum military strength and her external political warfare 
operations will be at peak, and sho is likely then to take moves even 
at the risk of precipitating Worlkt War HI. Do vou feel that Russia 
will then have a great advantage, a greater advantage over the free 
world than she has at the present time? 

Mr. Berve. I cannot tell. It becomes a race between what the 
Soviets are doing and what we are doing. Obviously, our whole job is 
to see that she is not better off. 

On the other hand we know, or more accurately I know, very little 
about the actual state of her preparation. I yet tho gossip and certain 
information from my foreiga friends who claim to have information. 
I cannot say that I think it is very accurate. I do think that on the 
evidence that is available to anyone not in official life, it is clear that 
the Soviet Union is pushing her program for all it is worth. Based on 
an analysis of her 6-year plan and three or four subsidiary plans she 
proposes to be in the best possible situation. Their tanget date, as 
you know, is late 1952, which they claim to be fulfilling. 

Relatively I should think we ought to be ablo to beat them out-and- 
out, but whether the Russians will think so, I do not know. I think 
that then Russia will consider that she is as well prepared as-she is 
likely to be. That opinion has to be hazy, since many of us are not 
in Mr. Stalin’s confidence and we can only guess, but that is my 
guess. It cannot bo more than that, sir. 

Mr. Carnauan. Do I understand you correctly to rather strongly 
feel that different forms of aid should perhaps be administered through 
different agencies? I think you mentioned the military as one, and 
that relicf should bo administered separately and Point 4 should be 
administered separately. ‘ 

Mr. Berzs. I think economic aid and Point 4 belong together. 
I think military aid probably belongs where it is. I at least should 
feel that we would lose time by trying to shift it. 

There aro one or two specialized relief agencies. Korean relief, I 
think is probably a separate problem. I think, probably, too, there 
is merit in the State Department's statement that Formosa is a peculiar 
problem. Those possibly can be left as they are. Then there is, of 
course, the question of the displaced Arabs in the Near East which 
very likely might yield to specialized treatment. As to that, I have 
only an impression because I cannot say that I am well enough in- 
formed to know. 

Plainly, relicf work is not the same as straight economic. If you 
are going to classify, it could be done that way. I am by no means 
sure that some of that relief could not be done by a division of economic 

aid agency if you wished to have a single agency including that. 

{r. CARNAHAN. I notice that you say in your prepared statement: 


Finally, I should tike to express the hope that the portions of the bill which deal 
with Point 1V be isolated so that the Point IV program emerges as a reality. 
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Do you mean to imply by that that we should place more hope and 
confidence in the Point IV program than in some of the others? 

Mr. Berie. No; I meant this: Point IV was widely advertised to 
a waiting world. Tho world docs not draw the same distinctions that 
we do administratively here. Thoy would like to see a Point IV pro- 
gram and for that reason I think it would bo wise, if there were time 
to segregate in tite bill those provisions which are peculiarly applicable 
to Point IV which is more a matter of arrangement, I think, than 
anything else. In some parts of the world, Point IV will take prece- 
dence as an effective measure. In Latin America, I believe that you 
will probably do more good with Point IV work than you will with 
straight oid. In fact, you would try to do it all through Point IV if 

ou had time. My suggestion there was that I know many countries 
ave been looking for a separate Point IV program and I think it 
‘ would be good if in the final draft the Point IV proposals could be 
separately stated or separately numbered rather than scattered as they 
are more or less through the generality of a bill. 
woo Ricnarps. Your time has expired, Mr. Carnahan. Mrs. 
ton. 

Mrs. Botton. It is een to seo you azain and havo you here; 
also to have the benefit of historical knowledge from you, and of your 
know-how in the handling of international matters. We are grateful 
to you for this very fine statement. _ 

ou have put emphasis on such an important matter—that of speed, 
that I think we want to thank you very truly for that. 

I am interested in Mr. Carnahan’s asking you about possible dates 
and the Sovict Union.* You say here that she will be approaching 
her maximum military strength in 1952 or early 1953. You havo 
discussed the military end of it. Do you have any senso that there 
may be some truth in the stories that we get rather increasingly, that 
there is unrest inside the iron curtain? 

Mr. Bente. Yes. In fact, I have some reason to. . As you know, a 
great many groups inside what is the iron curtain now worked with us 
against Hitler. I worked with them in order to win tho previous war. 
I do not like to remember what happened to those grou ps whoso prin- 
cipal crime, it seemed, was that they trusted us.+ I have spent a great 
part of my time since J got out trying to make good our pledges to 
them as best I could with what tools I could find to work with. Some 
of these groups ‘tell me there is unrest. But‘don’t place too much 
reliance on unrest. That alone won't take us out. 

Mrs. Botton. But it would help? 

Mr. Bente. It certainly would; only dissident groups behind tho 
iron curtain have to be in contact with or close to, Sores that can back 
them up. If you were to give the word now asking a gencral rising, 
you would be merely responsible for the useless death of thousands and 
thousands of people. These groups can be of tremendous use over a 
long pull if we are able to create a stand-off, in which tho Sovict 
neither cares to declare nor dares to risk war as a result of some move. 
Eventually, dissident groups inside the Sovict system will create a 
situation in which we no longer fecl oppressed by fear. But that is 
going to be a tong pull. It will requiré a great deal of work and will 
require a great deal of help from us and it will require taking a very 
firm and strong position with ability to render help where necessary. 
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That, however, is a separate question. My ideas on that I should be 
very glad to give you privately sometime, 

Mrs. Bouton. I am suro that everyene around this tablo would 
very much like to have the privilege of such an executive meeting 
with you, sir. Most of us think there may be such a possibility; as 
you do, we feel that it must not bo taken too soon. 

Mr. Brrur. I also feel this, that it would be very unwise to discuss 
that generally unless you want to precipitate some very unhappy 


things. 

Mrs. Bourton. Definitely so. 

Mr. Berur. There is hope in that direction if combined with a 
strong economic and military policy as well. 

Mrs. Bouron. After all, human beings arc human beings. 

Mr. Berue. Propaganda is a great thing but you don’t stop a 
bullet with a radio broadcast. We often wish we could. There is no 
easy, cheap way out of this, Mrs. Bolton. 

Mrs. Botton. I wish thero were. 

It is very good to have your very strong word, to that effect. 
Thank you very much. 

Chairman Ricuarps. Mr. Ribicoff. 

Mr. Ripicorr. Your statement certainly was excellent, Mr. Berle. 
How do you get around the problem of having cooperation from vil- 
lagers on tho village level when in countries like Iraq you have 200 
familics controlling all the land; the question of Iran where tho large 
landlords control the political and economic life; Syria that docs not 
want any part of technical assistance? Now, when these people do 
not realize where their own interests lic, how do you get into theso 
nations fo build them up quickly even on a minimal basis thet you 
suggest 

{r. Berts. This is a task that your Foreign Service has to work 
out arca by arca. I would not like to sound off. Let ma give one 
instance whiere it could have been dono a while ago and I think may 
bo done now. This is Iran. We have access there, and the Shah, for 
whatever that oriental title means now, is well disposed to us. 
believe that village-to-village contact could have been worked out a 
year ago; the Iranian experts beliove it could be worked out now. 

Iraq is another story. That clearly has to be dono on a different 
level. We havo to overcome certain obstacles arising from policies 
which are dear to us and not so dear to them. I have met men who 
havo suggested various means of doing it. I would not like to under- 
take to pose as an expert on that region myself because I am not. 

I can say that having stacked up in the field against a number of 
these situations, I have never yet scen a situation in which men who 
were factual and determined and devoted could not find a way to 
establish contact with tho plain people in somo fashion. They en- 
counter obstacles and frequently becomo controversial and eventually 
leave. I have noticed, howover, that in the diplomatic history of the 
United States, tho man who does the best job for the United States 
on tho ground is usually eliminated after gotting the desired result. 
Perhaps that is as it should be. Certainly it has been true persistently 
since 1800 and there is nothing new about it. 

Mr. Ristcorr. That is a tragedy that mediocrity can stay and 
effectivencoss has to leave. 

Mr. Beau. That is all right, too. 
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Mr. Risicorr. I think this point you make about the moves that 
Russia is making to sort of put a pincer on India is certainly borne 
out by history. ~ 

Now, how do you explain Nehru’s apparent obliviousness to what is 


. going on and his feeling that he can ptay this game of neutrality, 


playing the west against Russia and still come out whole? _ . 

Mr. Bertr. I do not try to oxplain it. Lhave only met Mr. Nehru 
once myself. I have read all of his writings and particularly the huge 
volume he wrote while ho was in jail. At that time he swallowed tho 
Marxian hypothesis. I do not mean that he was 1» Communist—but 
he swallowed the Marxian theories lock, stock, and barrel. Ho makes 
peat point of tho fact that nover in history has China invaded India. 

ersonally believe that ho himself is likely to change his views. I 
believe a substantial part of his own party have already changed 
their views. Whether, faced with the huge and sthexering problems 
thoy have, thoy will be ablo to pull themselves together in the event 
that a main-line Sovict drive is made against them, I do not know. 
If India is left alone, she is not only no danger but may be ablo to 
pull out. If she is subjected to communist pressure on three land 
sides with a very heavy degree of control over the fourth side which is 
tho Indian Ocean, Indians have a very great problem on their hands. 
Without trying to explain Mr. Nehru—ho is only an incident in 
Indian history, like others—I should say that the logic of events 
will even convince Indians, too, in time. 

Mr. Ristcorr. Do I havo any time left, Mr. Chairman? 

’ Chairman Ricrarps. Half a minute. 

Mr. Ristcorr. I just pose the question, talking about the Middle 
East, in Israel you have a showcase of what can be done by determina- 
tion and a pioneering spirit to take barron land and make it bloom and 
support many people at a standard of living and a type of society 
consistent with westorn ad 

Now, what effect do you think that will have on the eventual 
Middle Eastern pattern? 

Mr. Bertr. Over a long period of timo, Israel will raise the whole 
level there. But that does take timo. Aftor all, the present Israel 
development is a development of 20 years. My father worked with 
Brandeis on the Israel foundations before Zionism was a houschold 
word, even among American Jews. As a young man I worked with 
him on it. What you are secing now is the flowering of plans and 
thoughts, with infinite amount of patienco and afféctionate attention, 
which now bo2gins to bring forth-— 

Chairman Ricwarps. Your timo is up, Mr. Ribicoff. Mr. Smith. 

Mr, Suirx. In the light of your experience you might give this 
committes the benefit of your thinking on a question that I think has 
disturbed some of us. I know it has disturbed some of the witnesses 
who have appeared in behalf of this program and that is tho question 
as to why the increased productive capacity of Western Europe has 
not gotten down to the man in the streot who is such an important 
part Gs this whole program. For myself, the program has failed in that 
respect. 

Mr. Berte. I agree with you. I spent considerable time in Europe 
last summer and the summer before asking'that. Obviously Europeans 
are in process of overhauling their system. Thoy have to tearn that 
taxes have to be paid and not avoided. The upper classes have to 
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develop a great deal more interest in tho faith of tho less favored 
classes; an entire atmosphere has to be created. 

Tho European lower classes are not worse off than usually they 
were. Thoy are actually no worse off, comparatively, than they were 
before World War HI. Only, now faced with the tremendous possi- 
bility of industrial civilization, mass demands are higher and humble 
Europeans do not accept as immutable the low status which some 
years ago they were quite content to take for granted. 

Overhauling the European system is a subject that would need a 
longor time perale than our few minutes. 

n spite of the fact that I have been dogmatic here, I do not know 
all the answers by a long shot. I havo been trying to answer definitely 
because of time. Obviously there is a steady shift in tho social systems 
of Europo that is going on, with resistance, as usual, but which is 
pounding toward a balance. That is peculiarly true in Italy. ‘There 
you seo the demands against an Italian government which I had a 
good deal to do with putting together and most of whose members 
aro my friends. I think tho social roorganization of Europo will 
bo achioved. 

Mr. Ssutu. What would be wrong with saying to somo of these 
people who are asking for aid: wo will give you this aid upon conditions 
one, two, threo, four. When suggestions have been made to do that, 
tho answer always is, well, it is better to uso persuasion. Well, we 
havo been using persuasion sinco UNRRA and Lend-Lease and all 
these give-away programs. We havo made no progress by usin 
persuasion and it seems to me that tho time is appropriate to talk 
tough and insist upon conditions precedent. 

Mr. Berux. I can only say that it is not easy to force vour point of 
view on a country that is intellectually unwilling to accept it. You 
have got to do it by a bit of persuasion, a bit of missionary work, and 
also a bit of pressure if it is to bo effective. At tho moment, until 
stability in terms of defense is created, I do not sce that we are goin 
to bo ablo to spend a great deal of timo revising other peoplo’s Seal 
systems. 

Mr. Smitu. Can thero bo stability in our defenso plans without the 
cooperation and support of those people? 

Mr. Benue. That is a very deep question and a question I have 
asked of myself many times. Tho answer, I think, is yes. Franco 
folt just that way in 1914, but sho put on one of tho best defenses that 
ever happened in spite of the fact that a French Socialist leader had 
been assassinated by a crazed conservative only a short time before. 
I think the Europeans, and particularly the peasants, the labor men 
in tho cities, know very well that what they have now is changeable 
and roversable; whereas if they fall into the Sovict grip, nothing but 
an endless amount of death will over win their way out. 

My reason for fecling so is that I had threo Icaders of European 
labor unions in my office last weck. They wero asking us for prop- 
aganda material, help, in connection with a general system of economic 

ucation. I was glad to put tho resources of the Twentieth Century 
Foundation Fund, which docs economic research, at.their disposal and 
tried to seo whether anything could be got out of the Voice of America. 

I agree with everything you say. I think, however, that while 
asking that, you still cannot delay the other. Ido not think that the 
one is dependent on the other. Tho European workman, tho European 
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lower class peoplo, economically lower class people, havo plenty of 
brains; they are not dumb at all; they still would rather risk working 
out their system—that is, most of them, not all, but most of them, 
working out their system in their own country than otherwise. 

Chairman Ricnarps. Your time has expired, Mr. Smith. Mr. 
Zablocki. 

Mr. Zastockt. No questions. 

Chairman Ricwarps. Mr. Roosevelt. 

Mr. Roosevett. No questions. Mr. Chairman, except I want to 
abs my gratitude for Mr. Berlo’s appearing beforo the committee, 

e aro always glad to seo him. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Borle, I want to express my appreciation for tho 
excellent, sobering, and yet, I think, completely sound analysis and 
presentation you havo made. 

I noted your sentence that the Middle East is more important oven 
than Western Europe. Do I understand correctly that what you 
mean by that is not that you are partial to the Middlo East or senti- 
mental about it but that you beliove we cannot save Europe without 
the Middle East? 

Mr. Berce. I mean that. I also cay should have used tho 
word “urgent.” My impression is that the Sovict plan will challenge 
in Western Europe lest because there they oxpect military resistance. 
Tho Middlo East, however, is that part of the iron curtain whero wo 
are less prepared. Itiswideopen. This is why I gave it priority. 

Mr. Jupp. Is this not also a reasonablo conclusion, that if they get 
the Middlo East and all that goes with it thoy will not havo to destroy 
Western Europo in an invasion? Thoy will shut it off from much of 
its raw materials and all our wonderful machinery just installed under 
the Marshall plan, thoy can tako over and uso; don’t you think that 
’ more ely their desire and goal than to invade Western Europe or 

estroy it 

Mr. Berur. Very probably. Western Europe is like a city houso 
with a big farm behind it and the Middle East is very largely that 
farm. You aro absolutely right about that. 

Mr. Jupp. Last month when tho Secretary of State was before us, 
I asked him this question: 

You sald yesterday that time was on our side. Well, obviously the Russians 
seem to think it is on their side, because all their mancuvering since VJ-day has 
been to produce delay—for Instance, at numerous confetences. = 

They have just finished one in Paris where mouths were consumed in gaining 
them time. I do not know whether (hey are more accurate and realistic in their 
roeapaie than wo are. I hopo we are, but their record for realism [s better 

I am not sure that time necessarily is on our side in a situation like that in the 
Far East. 

What is your view on that? 

Mr. Berte. I feel that timo probably is on our side, but I think 
we will be hopelessly derelict if wo guide our policy on that thoory. 
I mean by that that I have tremendous faith in the huge promuctixe 
ability of the United States. But there is this difficulty: If you bet 
on timo based on only the increase of our vioduer(cn) when the show- 
down comes you will also bo betting Américan blood. Our produc- 
tion will only be mado good by American boys beating their brains 
out against armies in some foreign country. For that reason, whilo I 
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think in the cosmic senso tho Secretary of State was accurate, I 
should dislike to think that ho was urging anyone to pursue a policy 
of delay on the theory that. time would kindly take us out. 

Mr. Jupp. I did not want to givo the impression that that was his 
position, but I wondered what is your judgment, independently. 

Mr. Berur. Probably statistically time is on our side, but 1 do 
not feel that we can count on it and I think that to hold back on that 
ground means adding to time the product, American life. 

Mr. Jupp. I further said to Mr. Acheson: 

I think you will agree that, as was said yesterday, they would not have come 
into Korea if they had not expected they could get a quick victory and that we 
and the free World would not fight back. 

Now that we have fought back they may think that they have gained all they 
can from that operation and it would be better to pick off Burma. By splitting 
India from the rest of southeast Asia, they would neutralize both of them, 
especially when they are also able to create trouble in Iran on the west of India. 

My question is: What hope is there of salvaging the situation in 
Burma unless we can stop the Communists in the southern provinces 
of China? . 

Mr. Bercr. I cannot. answer you, Mr. Judd. Tam afraid, but 
would not care to commit myself, that the Burmese situation bas got 
to a point where somo organization of forco will bo needed, at loast 
on that frontier, I have not enough information and could not have 
except as an official—should not have except as an official of the 
Government—to be able to answer it. [hope that there is still time 
to meet that situation in Burma with o lite support from the outside. 

We were wise—lI like to think that maybe some words I was able to 
put in may have helped, to strengthon our Mediterranean Fleet. I 
think woe would bo wise now, if we can, in sceing that the line is run 
farther cast, assuming that that is operationally possible. I hope it 
will be possible to create in Burma cuough of a strength cadre, so tho 
Chinese force docs not rip up that country. 

Your other question turns on whether it is operationally possible 
to move in the southern provinces of China. I cannot answer. I 
think the only people who can answer that are the Pentagon folks. 

Mr. Jupp. I do not mean with our forees; what TI want is to 
strengthen the anti-Communist Chinese enough so that the Com- 
munists could not move through them into Burma. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Kreuiy. I, too, want to join my colleagues in welcoming 
Mr. Berle here today. 

Do you feel that the people of the Middle East are aware of the 
critical situation now? 

Mr. Berte. Except in Tran, I rather doubt it. I believe that Iran 
is acutcly conscious, the Iranians are acutely conscious that they lic 
within or between two huge forces, because they have been repeatedly 
occupied and disoccupied by one or other of these powers. 1 am not 
sure that is equally true in Turkey. TI have no evidence which sug- 
gests that the Arab fellahin or the fellahin in Egypt know very much 
about any of this or really care. But 1 cannot say that I am so well 
informed that I could be dogmatic about them. I think there that 
we really have not penetrated below the top layer but that may be 
wrong. 


BYES oe sae. - 
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Mrs. Keviy. Did Tounderstand you correetly in saying that wo 
should give both economic aid and military aid, to that section of 
the world? 

Mr. Bercur. I did not cover that point, but T think we must. Ecan- 
omic aid has certainly helped. How you handle military aid in each 
caso would havo to be a very close and very level-headed cateulation 
as to whether military aid would tend to stabilize a region or whether 
it would be merely lost. 1 think tho question would have to be 
dealt with region by region depending on cach situntion. 

If you mean by military aid that eventually that area is going to 
havo to bo defended, my answer is, yos; I do not think that tho 
United States could safely allow the eastern, espocially the Arabian 
quadrilateral, to fall into Soviot hands without gravely projudicing 
hor own safoty, And I think that probably tho support wo gave to 
Turkey was ono of the most effective steps militarily that we have 
taken. Could tike aid bo given clsowhere? I rather doubt it. 
I do know that any of the countries, with the exception of Tsaracl, are 
not yot in such shapo that direct military gid could be of great help. 
But U stand subject to correction by men who have been over that 
subject in those areas. 

Mra. Keuty. I have one other question. In your statement, on 
pago 3, [ quote: 
wo can assist populations within the iron curtain who know, now, that the Com- 
munist promises are not fulfilled, and the enslavement of a population is a sub- 
stantial result. 

Havo you any suggestions how wo could do that? 

Mr. Berur. Yos, Mrs. Kelly, J have. I prefor not to mako thom 
in open session for reasons with which I am suro you will sympathize. 

Mrs. Keuuy. That is all, Mr. Chairman. 

Chairman Rrewarps. Mr. Fulton. 

Mr. Funtox. Do you think it is worth while to try to get the word 
through the iron curtain itself as well as tho satellite countries? If 
wo show the differonce in ways of living wo might bring pressure to 
break tho repressions without having to uso military foreo? 

Mr. Benue. I think a good deal can bo dono along that lino. As 
a member of tho National Committes on Free Europo, I have had 
something to do with the operations of what is called Radio Free 
Europe which, being private, can take somowhat more dangerous 
positions. ; . 

Mr. Funton. I wanted to ask you about your success in that field. 

Mr. Benue. I can only say, as ovidence of that success, that in con- 
nection with ono of the diplomatic matters now pending, tho Oatis 
caso, it was obliquely suggested that the way would bo smoothed to 
sottlo it if the United States would agree to shut down Radio Free 
Europe. I am giad to say that the Stato Department promptly 
rofused to accopt that suggestion. Obviously we have scored thore. 
Such returns as one can get for an operation of that kind indicate 
that tho scoring is steadily increasing. 

Of courso, wo are not thore representing the ‘American’ point of 
viow. Woe are permitting tho oxiles and the people who como out to 
state their own point of viow. That is, wo are not selling America 
80 much as trying to givo effect to tho voices that feel otherwise than 
iron curtain in those countries. 
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Mr. Furrox. There are three countries that we have recognized 
and continue to recognize that have gone behind the iron curtain 
and have been obliterated before World War lL. We still have their 
representatives, L believe. ‘Those are Estonia, Latvia, and Lithuania. 
Do you think it would be wise to have something in this bill to encour- 
age those governments-in-exile to keep going and also to keep contact 
with the people behind the iron curtain? 

Mr. Bente. There, 1 think, I can speak with a certain degree of 
assurance, As a very young man] was on the Baltie Commission 
after World War 1, attempting to draw the boundaries and recogniz- 
ing those countrics. As ant Assistant Seeretary of State, when those 
countries were seized, ] asked the Department, Mr. Hull, to use the 
power that the Secretary of State has to recognize what officer of a 
governinent is entitled to use the foreign balances of those countries 
in the United States. ‘Those Chree governments had reserves which 
they kept, TP betieve, with the Federal Reserve Bank of New York. 
These balances were then frozen under the then-legislation which I 
think still persists. Mr. Hull recognized that the power over those 
balances should rest in the only remaining representatives of those 
countries which were their logations and consulates here, under a 
budget which would permit them to continue their representation. 
I believe those funds are not exhausted, though this is a pure guess 
pi ey part. TP do not think as to that you need special action in this 
vill, 

Mr. Funrox. [ was inferring by that, do you think we ought to 
have them join us on these programs? — Also to help on the things that 
we might be doing to help these people get out from behind the iron 
curtain and restore independence and freedom? 

Mr. Bente. The National Committee on Free Europe was orige 
inally set up for the iron curtain countries, excluding Chose three. In 
the past fow months they have revised their policy ¢o include Estonia, 
Latvia, and “Lithuania so that there is one forum through which a 
certain amount can be done. Technical arrangements to beam 
broadeasts to the Baltic countries are slowly being worked out. 

merely mention that something is being done along that line. 
T should defer to the State Department, which must decide these 
things, as to whether they would want to go further than that. It 
raises some questions. There is only a pitiful remnant of a govern- 
ment which 1s outside theso countries. One of the terrible tragedies 
is that in at least one of those countries, Estonia, 1 do not know 
whether many Estonians are loft now. 

Chairman Ricuarns. Mr. Reece. 

Mr. Reece. Despite the deterioration, politically, in Iran, we do 
have one assct on our side, do we not, in that Russia has no immediato 
access to the oil; that is, they do not have any pipeline or efficient 
rail lines running by which they could utilize the oi output 
immediately, : 

Mr. Berie. That is true. If Russia seized Tran, it is not a move 
which gives oil to Russia. It is a move which cripples western union. 
It is a distinctly offensive move. It is true that there is a railroad 
which runs up, winding through the mountains to the Russian border; 
we used it to send lond-lease goods into Russia during the war. 
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There is another fact which bears on your question. - I understand 
that when tho Russians occupied Azerbaijan 3 or 4 years ago they-- 
later withdrow—did some oil drilling then. At all events, five or six 
wells were found, capped. They havo never been uncapped, I am 
informed. It may bo that the Russians have taken some steps to get 
additional oil supplics capablo of being sent into tho Saviet Union. 
My impression, however, is that the Russian underground oil reservo 
in her own country is adequate. It is drilling facilities and cdevelop- 
ment that sho needs. 

The attempt to scizo Iranian oil is more offensive. Only if sho 
could command control of the Arabian quadrilateral, the Red Sea, and 
Suez and get through the Dardanelles, could sho bring Iranian oil by 
water around to her Black Sea ports. In other words, she would have 
to Bt the whole Middle East. Russia would then have that oil and 
could uso it rather rapidly by sca. 

Mr. Rerce. Since wo have béen giving rather close attention to 
that area and Iran in particular for somo time, and conditions have 
tended to worsen, I am wondering if you out of your experience have 
any discussion as to how we could, and when I say, we, I mean America 
primarily, improve our situation there? It is somewhat discouraging 
when we havo been giving attention to such an important area to seo 
it almost slipping away from us. 

Mr. Berit. There is no use in going back to yesterday. I per- 
sonally felt that wo should have backed up—— 

Mr. Reece. If you will permit an interruption, I am sometimes 
impressed with the inscription on the Archives Building: What is past 
is prove e—study tho past. 

{r, Benue. Sometimes history heips. However, somcono said 
that tho only thing we lcarn from history is that we learn nothing from 
history. I suppose it may be true. I felt it would have been a good 
idea last year to back up tho request of the Shah for a declaration of 
support when ho proposed general reorganization of tho Iranian 
Government. Later, as you know, ho tricd it without that support; 
Gencral Rasmara was the man whom we had hoped to use for that 
purpose. Rasmara was later assassinated. Perhaps if wo had used 
what in tho light of hindsight appears to have been an opportunity, wo 
would have been better off. 

I rather wonder whether somewhat similar opportunity may not still 
be possible today? I feel that we still have access to tho sovercign 

wer of Iran. I feel that at least the head of that Government— 
Fan not speaking of Mossadegh, I do not know—would bo rather 
glad if he could sce a way out; and if we were _ prepared with a rapid 
program which would tend to reorganize that Government, wo might 

e able to act. 

Chairman Ricnanps. Mr. Javits. 

Mr. Javits. Mr. Chairman, I will just take a minute. 

Chairman Ricnanps. 1 would Jike to say that wo have four more 
witnesses tonight. For tho information of the committeo wo want 
everybody to ask as many questions as he can in the 6 minutes. But 
we have to take into consideration the other witnesses who have come 
& long distance and expect to be heard. +. 

Mr. Javits. ‘ 

Mr. Javits. Mr. Chairman, I gather I am tho last questioner. 


' 
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Chairman Rrenarps. I should havo called on you just now but I 
was recognizing Members on this side, 

Mr. Javits. Lam very glad to have you with us, Mr. Berle. Your 
statements and answers to questions have been very helpful, Fyatheor 
you feel (int in terms of nonmilitary effort the best thing we can do is 

ct down to the grass roots in the nreas we still have a voice in, tho 
ree world, and mako it worth while, especially in the Middle East that 
you have described, for people there to defend freedom with their 
ives. 

Mr. Bente. That is right. 

Mr. Javits. ‘That is going to take not so much in tho way of money 
becau.s9 it is going to be clomentary equipment, but it is going to take 
technically s “iledd personnel. Let us get our people out there right 
on the ground as widely spread as possible, following tho very excellent 
oxamplo of tho rural reconstruction effort for which my’ colleague, 
Dr, Judd, was so responsible. But that is the key to activity in the 
underdeveloped areas, 

Mr. Bere. That is right. 

Mr. Javits. Tho other thing 1 gather you bring us is that our timo 
is so short in military terms Chat we have got to capitalize wherever 

ssibls on our assets and henco the emphasis which Mr. Ribicoff, 
think, so truly gave on an area which is sensitive, weak, and yet has 
a hard nut tike Israel which can bo a focal point of defense when you 
just havo not time to build up others, Do | gather that you go along 
with that? 

Mr. Berne. Yes. In dealing with Isracl, E hope no one will take it 
amiss if I say, do not forget the Arabs, too, Strong and magnificent 
as the achievements of Isracl havo been, thero is stilln tiny istand ina 
huge Amb seca. We need to work both sides of tho street. ; 

Mr. Javits. No ono has been moro convinced than I of tho fact 
that Israel is part of the Near East and as the Near Enst goes so Isracl 
will go. Sho is intimately linked with the destiny and success of 
the wholo area and of the Arab States. 

a Berwr. Sho lives or falls with the Near East and with the free 
world, 

Mr. Javits. Thank you very much, Mr, Chairman, 

Chairman Ricuarps. Thank you very much, Mr. Berle. Wo 
anpreciate your testimony. Lam sure that it will bo very ba tous, 

Vithout objection, tho statement submitted by the Honorable 
Joseph W. Martin, dr, will appear in tho record at this point. 
(Tho statement referred to is as follows:) 


StatEMENT Suasittep By Hon. Josera W. Martin, Jn., Minority Leaver, 
louse or REPRESENTATIVES 


In deciding how much we should contribute of our resources to strengthen tho 
freo world, wo should be guided by certain principles. 

Wo must. help thoso whom we know (0 be sincerely with us in our fight for 
universal freedom. We must ave special consideration to thoso nations that will 
more than match our contribution by the maximum uso of their own resources and 
labor. The paramount test must be the security of the United States, 

It was these considerations which moved me to respond affirmatively when tha 
Government of Isract formally applicd (o our Goverament for a grant of $150,- 
000,000 to enable it to cet the critical problems arising out of its Immigratton 
program and to consolidate its econeiny. Reevgnizing the validity and tho 

eapricty. of Esracl’s appeal, 1 introduced EL. R. 3488 to authorize financial afd to 
sracl, 
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T said that we must help those who are with us fn our fight for universal freedom. 
In the 3 years of its existence, Isracl has given clear demonstration of its deter- 
mination to stand with those people favoring a free world. It {s an outpost of the 
freo world in an area under the shadow of the totalitarian menace and under pres- 
sures: from the same sinister and antidemocratic forces which threaten our own 
security. 

All of us are familiar with the fact that Issac} introduced free institutions into a 
region where these were almost literally unknown. Going beyond that, Isract, 
taking a course conspicuousty different from that of some of its neighbors in Asia, 
has repeatedly voted with the west fn the United Natlons—alfirming its belief that 
aggression must be checked and that the free world must be defended. Israel 
has not been affected by the false doctrines of neutralism and hypernationalism, 
which are the propaganda tools of Communtl:t aggression. 

Tsracl’a appeal for ald comes from a people who have done and are continuing lo 
do everyth ne pesaible to altain economic self-sufficiency and stability by their 
own labor. In the first 3 years of its existence, the new state defended its frontiors, 
established the apparatus of Boscrament and made remarkable progress in the 
expansion of {ndustry and agriculture. But its most extraordinary achievement 
was that it made good on the pledges of its foundera by providing a haven for 
more than 600,000 immigrants—many of them utterly destitute. 

All of us recall that our country favored the opening of Palestine to Jewish 
immigration. I do not think any of us ever dreamed that within such a short 

riod the people of Isracl would empty all tho Jewish displaced persons camps in 

ermany, Austris, and Italy and, in additlon to that, absorb close to 300,000 
Jewish people from the neighboring Moslem countries. The great part of these 
incoming settlers are without means of any description and it has been a tremen- 
dous financial problem to receive them and to settle them—a problem which has 
been solved largely by the herole sacrifices of the peopte of Isracl themscives who 

cnerously shared what little they had with those less fortunate than themselves. 
ur own Jewish eltizens in this country seaponded with magnificent generosity to 
Ieracl’s eppent for help and by and largo this huge immigration was financed by 
the Jewls le themselves. But the program has not cometoanend. Weare 
told that this little country is determined to reccive another 600,000 {mmigrants 
in the next 3 years. From the experience of tho last 6 months, this would appear 
to be a conservative estimate for, according to figures I have scen, for the first 
6 months of this year, 128,000 came into the country. In the month of April, 
they came at the rate of more than s thousand a day. 
ow it has seemed to m2? that our Government might well have given economic 
assistance to help put this little State on {ts feet. Several years ago, wo were 
spending lange sums of money to take care of the DP’s in Germany, Austria, and 
Italy. e no longer have that responsibility. Israel has assumed that burden. 
The plain fact is that American foreign policy gave political support to the estab- 
lishment to the Stato of Isracl for somo years, But we did not back up this 
politica) aid with the economic assistance this struggling State so urgently needs 
despite our closo friendship with them and the significant role wo played here in 
Congress and at the United Nations to bring this State into being. 
_ Tam proud to recall that the Republican Party for many seara supported tho 
principle of establishing a national homo for the Jewish people. The first national 
eaisisture to adopt a resolution affirming that pine! le was 8 Republican Congress, 
ich, in 1922, established the foundation of our American policy on this issue. 
In 1044, the Republican Party was the first to write into its national platform a 
declaration subseribing to this objective. Wo have been stcadfast in our support 
Phroushont: Yet here is an {ssue which must transcend partisan views and I am 
aPPy that this legtslation has been sponsored similarly by my colleague, the dis- 
Hoga shed majority feader, Mr. McCormack of Massachusetts. 
ince the introduction of H. R. 3488 and similar legislation in the Senate, the 
administration has accepted the principle of ald to the Near East and Israel is to 
be included ir the propored Mutual Security Program for 1952. IT understand tho 
amount allocated docs not take into account Israel’s actual needs but appears to 
have been determined by some sort of artificial formula which seemingly cqualizes 
Israel and her Atab neighbors. 

In making this statement in support of assistance to Tsract, I would emphasize 
that I do not oppose assistance to the Arab states. I favor such assistance. In 
particular, I warmly support the proposals to resettle the Arab refugees. Tho 
sooner the Arab refugees aro resettled in the Arab dountries, the closer we will bo 
ta the solution of a tragic problem. 

In urging American ald to Isracl, I have In mind the extraordinary burdens 
which Israe) has assumed and I am primarily concerned with American interesta 
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in the consolidation of a sound and secure and friendly state in the Near East. It 
seems to me, we should consider each request for ald on its merits. Israel has 
made a plea for substantial assistance. We ought tu consider that plea, ob- 
jectivety and fairly. We cannot in justice have our answer to that request on the 
needs and attitudes of other countries in the area in which Isract exists. 

We have pressed for a realistic and American attitude in the formulation of our 
forcign policy. Sometimes we have acted on unrealistic policies which have ted to 
costly crrors and as a result of which we have been compelled to inake sacrifices of 
bl and treasure. We should beware lest we should again be plunged into a 
crisis because of an inability to apprehend the relative significance of the Near 
Fast. There is aed danger that this area will become a vacuum into which 
totalitarian forces will flow unchecked. © We must take steps to assure that this will 
not occur. The Near Kast is a strategic target of Communist imperialixm. Let 
us bear that in mind as we consider the amount that is to be allocated to Israel 
and to the area asa whole. Let us ask whether it is an adequate proportion of our 
over-all forcign-aid progeam-in the light of the increasing importance of the Near 
Fast and our negtcct of the area in the past. 

We must have an Aincrican policy In the Near Fast that recognizes the friends 
in that part of the world who are ready to cooperate fully with us in the defense 
of freetom. If we consider the question from that viewpoint, Fam sure that 
we will go far to honor the request of this young republic. Ulere is aid to a 
country which will over the course of the years, repay us many tines over, For 
it will sthmulate tho forces of freedom inthe area. It is giving the positive answer 
to totalitarian proparenda. It is demonstrating conclusively that in a country 
which honors the freedoin of the individual there can be a steadily advancing 
standard of living for al! the people. 

The devotion of the people of Isracl to liberty ix one of the bright spots in the 
Old World today. We have scen how the gallant young people of that country 
bravely fought through a war of independence—a struggle which stirred the 
American people, for it recalled tho epic hy Hi of our own history. The 
Israclis have not relaxed their vigilance. They live ina tense and troubled arca; 
they know that they are on the frontier of danger. They are prepared for any 
eventuality. The young army of Isracl, with more than 200,000 ncn and women, 
is one of the strongest forces for the survival of freedom in the Near East. The 
expanding industrial plant in Isracl, steadily growing in quantity and diversity 
of output, can make that country the Industrial workshop of the Near East. 
By word and by deed, the young State of Isracl has demonstrated its willingness 
to stand firmly and resolutely against the forces of tyranny and despotism. It 
can be an outpost of American strength and influence {n the Middle East. There 
is no doubt in my mind that to help Isracl is to make America moro secure, 


Chairman Ricnarps. Our next witness is Mr. Louis Lipsky repre- 
senting the American Zionist Counci). I beliove there are two other 
witnesses, Dr. Joseph Schwartz and Mr. Robert R. Nathan, who wish 
to be heard tonight. Is that correct? 

Mr. Lirsxy. That is correct. 

Chairman Ricnarps. Do you havo separate statemonts? 

Mr. Lipsxy. That is ay tg 

Chairman Ricwarps, All right, sir. 


STATEMENT OF LOUIS LIPSKY, CHAIRMAN OF THE AMERICAN 
ZIONIST COUNCIL 


Mr. Lirsxy. Mr. Chairman, ladics and gentlemen, we are grateful 
to you for the Snpor ny: to be heard on the important matter now 
under your consideration, especially with reference to aid for Isracl. 
I represent the American Zionist Council, which includes all Zionist 
groups in the United States and speaks for an aggregate of about 
700,000 members. The parent body of the present council dates back 
to 1897. Wo aro pales in interest here, for what has been achioved 
in Isracl during all these ycars is to a large extent the result of a half 
century of devotion to a great humanitarian causo on the part of 
American Jews. 
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I would liko to submit to this committeo our views onittho Mutual 
Security Program in tho Near East and North Africa. We wish to 
place on tho record our conviction that tho prokean docs not provide 
adequately for tho area as n wholo and for Israel in particular, 

Wo would recall to this committco that in Mareh of this year, tho 
Government of Isracl formally requested a grant-in-aid of $150 
million to onablo it to overcome tho oxtraordinary economic problems 
resulting from itstimmigration program. With tho permission of the 
chairman, I would like to introduco into tho record, unread, tho 
text of tho note to the Sceretary of Stato by the Ambassador of Isracl, 
Mr. Eban, as well as a memorandum, “Why Ismel needs American 
Aid,’? submitted by the American Zionist Council. 

Chairman Ricuarps. Without objection, that will bo included in 


the record. 
(The documents roforred to aro as follows:) 


Warr Israeu Negsps Awerican Atp 


A memorandum presenting the reasons why Isracl has asked assistance from tho 
tho United States Government and why it is in the interests of the United 
States to serpone to Isracl’s request. Submitted by American Zionist Council, 
New York, N. Y. 

1. THE AID TO ISRAEL LEGISLATION 


Legislation has been introduced in Congress to authorize a $150,000,000 grant 
to the State of Israel “‘to assist the people of Isracl in developing their natural 
resources, expanding their agricultural and industrial economy, and increasing 
their productive capacity and facilities, and, by such assistance, to promote the 
security and general welfare of the United States and of Isracl. * caled 

In the Senate, 8S. 1247 {3 sponsored by Senators Dougias, Taft, Anderson, 
Benton, Brewster, Butler of Nebraska, Cain, Duff, Ferguson, Gillette, Hendrick- 
son, Hennings, Hitt, Humphrey, Hunt, Ives Johnson of lorado, Kefauver, 
Kilgore, Lehman, Lodge, Magnuson, Martin, ‘MeMahon, Morse, Murray, Nocly, 
O’Conor, restores Se lonstell, Smith of Maine, Smith of New Jersey, Sparkman, 
and Youn 


Consistent with past American poticy 

5. The proposal {s consistent with t American policy.” Our country played 
a decisive part in the establishment of the mcdern State of Israel. Six Presidents 
favored that objective; the American people gave bipartisan endorsement to it. 
Congress, through a joint resolution ado; in 1922, was tho first National 
Legislature {n the world to go on record in favor of Jewishaspirations to Palestine, 
In 1945 Congress adopted a concurrent resolution advocating free Jewish immigra- 
tion into, and unrestricted development of, Palestine as a democratio common- 
wealth. The United States gave its support to the United Nations resolution of 
November 29, 1947, which authori the establishment of a Jewish stato in 
Palestine. On May 14, 1948, the United States was the first Government to 
recognize Ierael on the day of its birth. 


11. THB INTERESTS OF THE UNITED STATES 


6. A strong Ierael is vital to the security and welfare of the United States.—Israel {s 
a‘ significant link in the chain of free countries which must counter the threat of 
totalitarianiem. Assistance to Israel would be in accord with the program which 
the United States has carried on since July 1, 1945, {n its efforts to brace tho free 
world and to make it ible for democratic nations to consolidate the military 
victory of World War II. More than 65 countries have been alded in our country’s 
foreign assistance program which has exceeded $40,000,000,000 [n grants and 
loans. In his state of the Union message on January 8 1951, the President urged 
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continued overseas assistance. For Western Europe, he emphasized the need for 
military defense, For the Near East, Asia, and Africa he underlined the need 
for cconomte assistance to “help people who are striving to advance from misery, 
poverty, and hunger, and to give them a real stake in the future and reason to 
defend their freedoms.” e 

And on May 23, 1951, in his mossage to Congress, the President disclosed that 
the administration had accepted the principle of Isract’s inclusion in the foreign 
aid program. Without specifying the amount ¢o be allocated to Isracl, the Presi- 
dent declared: 

“The program for Isract will help that country to maintain her economy during 
an especially trying period of her national development.” 


Tsractisa bulwark 

7. In presenting the Isracl aid bill in the Sonate on April 2, Senators Dougtas 
and Taft joined in asserting that “important strategic factors indicate the vital 
importance of helping this new nation to keep herself healthy end strong and free. 
The menace of new aggressions by Communist tyranny in tran or elsewhere in the 
Near East is great. )sraclis a bulwark in that arca for world democracy. In the 
light of American self-interest, We cannot ignore the situation prevailing in those 
countrics,” 

8 The democratic world must heed recent alarming trends in the Eastern 
Mediterrancan. Invatuable oil resources nay be denied the west as a result of 
developments in Iran and Iraq, while Egypt has stepped up {ts campaign to force 
Britain to withdraw the last western defenses from the vital Suez Canal. Fanatic 
nationalists gain ground, diminishing the credit of the democracies, encouraging 
Communist clements, preaching neutrality and making the Near East easier prey 
to Sovict ambitions. Once again, asin the last war, the Arab world gives sign that 
it will be immobilized, and, in the event of conflict, withhold friendship and as- 
sistance from the cause of freedom. 

9. Against this background of distrust and intrigue, Isracl stands out clearly 
as the dependable exponent of democracy in the Near East. The new state 
has given impressive proof of its democratic character. Having fought a bitter 
struggle for independence, the people of Isracl cherish the rights guaranteed by 
democratic governments. The new state introduced democratic institutions 
and practices into a part of the world where these were almost unknown—demo- 
cratic elections, universal franchise, represen{alion for minorities, votes for women 
{Arab women voted for the first (ime in history) and compulsory education. 

10. The people of Isract are dca lo gut for democary. 7 hve Prime Minister 
and the Foreign Minister of [sracl have declared repeatedly that Isracl will resist 
by force any attempt to invade it from without or to subvert its Institutions from 
within, In his address before the National Press Club at Washington on May 8 
1051, Primo Minister David Ben-Gurion pledged his country to the full support 0: 
“every measure which atrengthens world peace and opposes aggression. ad 
We shall cooperate untiringly with all who sct their faces against the enslave- 
ment of the soul of men.” 


Taract supports the UN 

11, Israci’s foreign policy is based on tho Charter of the United Nations. 
Isracl supported the Sccurity Council resolutions branding North Korean aggres- 
eion and the General Assembly resolution calling for a unified and independent 
Korea. Sho contributed medical supplics for the United Nations forces fightin 
in Korea and for Korean refugees. Surrounded by hostile Arab states whic 
refusc to make peace, Isracl is not in a position to risk dispatch of a military detach. 
ment to the Korean front. Isracl also voted for the resolutions indicting Com- 
munist China as an aggressor and calling for sanctions, and she backed tho 
Untied States plan to strengthen the General Assembly fn the event of a veto in 
the Security Council. Isracl’s active support of the principles of the United 
Nations throughout this critical period has been jn sharp contrast to the stand 
of other states in Israel’s neighborhood. 

12. The people of Isracl have demonstrated their capacity to fight in demo- 
cracy's defense, ahey were the one community in the Near East which fought 
on our sidein World War II. Some 30,000 men from Jewish Palestine were In 
the British forces. Many others who now serve in Isracl’s Army fought in the 
United vations, coalition in Europe and in underground anti-Nasi resistance 
movements. ’ 

13. The Teraclis were greatly outnumbered by the Arab armies which launched 
their invasion to revergo the United Nations decision in May 1948. The Israelts 
fought with crude and inadequate weapons and with little assistance from out. 
side. They suffered heavy casualties, But they won decisively. 
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Isracl’s fighters. . . : 

14, Today, aside from Turkey, Isracl has the strongest army In the Near East. 
Official figures are not made public, but it is estimated that the army grew to 
more than 100,000 during the war for independence. With the arrival of man 
new immigrants and universal milftary training for both men and women, it fs 
estimated that the army, air force, and navy potential now stands well over 
200,000—many of them well-trained and seasoned fighters. 


«+» And workers . 

15. Israel's industrial capacity {fs cqually significant. In World War IT 
Jewish Palestine delivered a prosiiaately $100,000,000 worth of goods and 
services to the allied forces. In additlon, it met many essential civilian require- 
ments of the Middle Kast, thus saving the Allies vital shipping E spare: Among 
the military end products which were delivered were 3,000, land mines, 
8,000,000 to 9, yards of ctectric cable, 1,000,000 pairs of boots snd shoca, 
and many other {tems ineluding -storage and dry cell batterics, machine gun 
parts, barbed wire, light naval craft, crancs, tents, tarpaulins, uniforms, phar- 
maceuttcals. Jewish cngincers, architects, bullding contractors, and workers 
constructed fortifications, bridges, harbor installations and afr fields, all over 
the Middle East, as far as Iran and Bahrein. Jewish Palestine delivered oi! from 
its Haifa refinery and vast quantities of potash, bromine and other chemicals 
from its potash plant. 

16, The peak World War If industrial effort was in 1913, when the Jowish 
population of Patestine totaled 839,000 persons and tho gainfully occupled 
num 225,000. By the end of 1950, the Jewish population of [aract had 
reached 1,200,600, and in J uly of that ycar the gainfully Grenri were estimated 
at 395,000. (Vhile the total fabor force in industry and handicrafts in 1939 was 
36,000, this figure had increased to 90,000 in January, 1951. Moreover, there has 
been an even more rapid influx of copie {nto Israei’s industry. Buring the 
World War II years of 1910-42 about £ P3 million were invested {fn industry por 

ear. This rate of investment was about tho same as provaiied in ae years. 
n 1949, I£ 11.5 million were invested in {industry and in 1950, 1£ 15 million. 

17, A considerable volume of this investment camo from United States corpora: 
tions and individuals. The General Shoo Corp. of Nashville, Tenn., participated 
in financing and setting up a modern $1,000 shoe plant {n Jerusalem. Kalser- 
Frazer mucipaled in & $2,500,000 automobile assembly plant near Haifa. The 
new Petach Tikva tlre factory of the General Tire & Rubber Co, of Akron, Ohio, 
is now being completed, and an equally large tire and rubber factory is belng con- 
atructed with the aid of technical services supplied by the Dayton Rubber Co. 
Machinery for the new $500,000 Precision Too! & Die Co., Ltd. plant (spon- 
sored by Bulova) is now being installed. . 

18, Sclentific research In Isract {s on a high level and {is geared to the country's 
development. Israel’s workers and machines can service and maintain the vital 
equipment of a modern military force. 

19. The result of the influx of labor and capital into Israel {s a net output of 
dnduatey cation) income originating {n industry and handicraft) of 1£ 62 million 
($173,600,000) in 1049 and I£80 million ($224,000,000) ‘in 1950. The most 
reliable indicator available for measuring the growth of Israel’s industrial out ut, 
the consumption of electric power by industry, shows a growth from 25.1 million 
KWH in 1939, to 49.5 in 1943, ¢o 96.9 in 1949 and 140.6 in 1950. The percentage 
inerere from Nita the year of the establishment of the State of Isarel, to 19 
was reent. 

20. To provide food for its rapidly expanding population, the new State has 
been pushing its agricultural development. The rapid rowth is demonstrated 
by the increase fn irrigated land. Thus on April 1, 1949, 80,000 acres were under 
tt gre on years later, this area had increased to 121,000 acres. By 1953 

,000. 


Ferael’s atrategie importance 
21. Israel is strategically located. A bridge between three continents, {t has 
a Pelle long coast line, with a major seohort at Haifa and a great alrport at 
Lydda. The port at Tel Aviv ts to be developed. There are a number of im- 
portent airports both in the north and south. Israel fs 125 miles from the Sues 
al, 160 miles from the British sea and alr bases at Egypt. I¢ Is adjacent to 
oll-rich areas, Jowish Palestine was a base of and, ale and sea operations in 
the Allied campaign in World War II. 
22. It is in this context that Israel’s unprecedented immigration program must 
be appraised. That program, which has so severely taxed Israel’s economio re- 
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sources, is designed to give sanctuary to people in need, and at the same time to 
advance the economy and security of the country. The steady increase in Israel's 
population provides trained and efficient workinen and manpower for the army, 
navy, and alr force, enhancing the country’s military security and its capacity to 
resist aggression and to maintain the peace. 

23. Isracl’s role as a communications center, supply base, and production 
arsenal must be taken intu account by those concerned with the defense of freedom, 


Wt THE NEEDS OF ISRAEL 


24. Why docs Israel, growing in population, productivity, and strength need 
economie assistance? The answer Is that the population has virtually doubled 
in 3 years anc that those who have been coming into Isracl are, for the most part 
destitute and without resources. The land itself, barren and neglected for 26 
eenturics, has not had the agricultural and industrial plant and the necessary 
eapital to absorb tho vast new influx a3 it poured into the country. 

25. Under normal conditions, Isracl might have gone far toward self-sufficiency 
without outside help. But one of the major reasons why the new State came Into 
being was to provide a home for the hundreds of thousands of homeless Jews, 
dispossessed, displaced, and dispersed by the Hitler era, the Second World War, 
and postwar perseculion. The plight of these homeless people, many of whom 
were liberated from the Nazi concentration camps and saved from the gas cham- 
bers and crematoria by American soldicra, aroused the deepest ay fopathy and 
concern everywhere. But even after their liberation they were compelled to 
remain for many tnonths in displaced-persons camps. The Congress of the United 
States in 1945 called for their transfer to Palestine. 

26. President Truman made repeated efforts to secure the admission of $00,000 
Jews into Palestine, and on July 2, 1946, the White Ifouse declared that the Gov. 
ernment of the United States was prepared to assume technical and financial 
pes ponslbillty for the crenerertation of these immigrants, Again, on October 4, 
1946, the President declared: 

“Should a workable solution for Palestine be devised, I would be willing to 
sreouiinenst tothe Congress a plan for economic assistance for the development of 
that country. 


The population almost doubled 


27, Not 100,000—but 600,000 iinmigrants—have been brought into Israel since 
the establishment of the state. The population practically doubled, for there 
were only 650,000 Jews in Jewish Palestine on May 24, 19/8. The newcomers 
came at aspectacular rate. Between May 14 and mber 31, 1948, there were 
101,622 immigrants (although during that period the country was engaged In re- 

lling the invading Arab armies); in 1849, there were 243,538; In 1930, 169,831. 

mmigration has soared {n recent months. In the first 4 months of 3951, there 
were 79,719. In April 1951, atone, 30,202 refugees came into the country. 

28. These immigrants included most of the Jewish displaced persons in Ger- 
many, Austria and Italy. Great numbers came from Eastern Europe, many of 
them members of the now dispossessed middle class. Most of what was left of the 
Jewish communities in Germany, Austria, Bulgaria, Yugoslavia, Czechoslovakia, 
Poland, Yemen, and Cyrenaica have now emigrated to Israel. Analysis of the 
countries of origin shows that as of May 1, 1951, 273,355 or almost half came 
from Yemen, Iraq, and the unhappy ghettos of other Moslem lands In the Near 
East and North Africa. The migration of many of these people to Israel has been 
in the interests of world peace, for they had been living in sensitive areas at points 
of potential friction. 


How the program was financed 


29. Israel's resettlement program substantially reduced the expenditures of 
international relief agencies and of our own Government. For, prior to their 
transfer to Isracl, great numbers of the displaced persons had been wards of those 
agencies and of the American Government in Germany and Austria. 

30. Theoretically and morally, the salvation of displaced persons was an inter- 
national responsib lity. But Jews throughout the world, concerned for their kin, 
took a great part of the burden upon themselves, From 1918 to 1950, the Ameri- 
can Jewish community ralsed approximatcly $230,000,000 to assure permanent 
sanctuary in Isracl for the refugees. This is exclusive of large contributions to 
Jewish Palestine before the state was established. The Jews of Israel surpassed 
even American Jewry in self-sacrifice. The 650,000 Jews living there when the 
state was created contributed more than $245,000,000 through taxes, advances, 
and gifts for the reception of the newcomers during the same period. 
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000,000, sums provided by international and gov- 
ernmental assistance were not large. During the 3-year period, the International 
Refugee Organization paid to the Joint Distribution Committee and the Jewish 
Agency for Palestine & total of approximatesy $21,000,000 for transportation costs. 

n the ECA, nor did the economic program for 


000,000 at 31{-percent, interest for machinery, equipment, and supplies to be pur- 
chased in this country. The United States entered {nto a point 4 agreement for 


costs, the Department of Agric channeled surplus agricultural commodities 
valued at $23,090,000. This 

Israel and it is gratifying that our Government has given this measure of assistance 
to the new State. But it must be emphasises that the greatest part of this un- 
precedented immigration was financed 

the unparalleled p jlanthropy of the Jewish people of the United States, 


The effect on Israel's economy 

33. The great influx of Immigrants, coming at the average rate of more than 
4,000 a week (it was 7,000 a week in April 1951) has resulted in an adverse trade 
balance characteristic of all countries flooded by new settlers while in the carly 
stages of economic jlevelopment. Israel must import far more than she can 
export. In 1950, invport; totaled $287,220,000 while exports brought in only 

960,000. With i2s limited dollar supply, Israci has had to choose between 
meeting the daily needs of its expanding population and acquiring the machinery 
and materials essential to make Its people productive. It chose the latter course 
and its people have had to pull in their elts. The story of Isracl’s economic 

1d most grimly by Israel’s rations. An Israeli is altowed no more than 
4.3 ounces of meat eac week (if it is available) and no more than three egg3 
each week. And some weeks, he does not receive even that. 

34, Israel’s economic problems are intensified by the need of maintain faces 
military forces and lo be ready for any military eventualily.—Israel has repeatedly 
declared its readiness to negotiate a peace settlement with its Arab neighbors. 
Unfortunately, these efforts have not yet culminated in peace. Asa result of this 
abnormal political situation, there Is no official trade between Israel and its 
neighbors. Israel cannot acquire food nor sell its products in its immediate 
vicinity. It must bring some of its imported products from long distances at 
much greater expense. This blockade, which the Arab states. have vowed to 
tighten although it does injury to the Arabs no less than to Israel, makes further 
inroads on Israel’s hard currency. ; 


The task is far from completed 
35. The inescapable fact is that Israel’s enormous tasks and responsibilities are 
inadequatel financed, despite the outpouring of philanthropy and the sacrifices 

There {s much more to be done. The end is not in sight. 

here are large Jewish communities which cannot remain where they are. 
They must emigrate to Isracl. It is their only hope of deliverance. his 
moment there is a dramatic exodus from Iraq; where a reign of terror has been 
visited upon the Jewish community, the oldest in the world. More than 100,000 
Jews have registered to go to Israel. B overnment decree, Jewish bank ac- 
counts and property amounting to $44,000,000 were frozen. In 1950, 26,492 
t 4 months of 1951, another 45,775; in 


k 

37, Meanwhile, immigration of Jews from other countries must go on. The 
threat of world conflict impels oppressed Jewish minorities to find haven while 
they still can. The Israel Government cannot assume the mora} responsibilit 
of delaying the mi tion of any Jewish community whose security {fs threatened. 
The brutul extinction of 6,000,000 Jews in World War IL sears the memory of every 
Jew. The Government of Israel is determined that nothing shall be left undone to 
rescue those who still survive. Jews everywhere understand and share that 
determination. This historic impulse will not be denied. : 

! 


IV, ISRAEL'S 8-YEAR PROGRAM 


38. Concerned with Israel’s needs and responsibilities leaders of the American 
Jewish community and the Israel Government, meeting in Jerusalem last Septem- 
‘ 
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ber, agreed on a 3-year development program to consolidate and expand the 
economy of the State and to make possible the absorption of another 600,000 
immigrants whose entry within the next 3 years is imperative. 

39. The estimated cost of this 3-year program is $1,500,000,000. To raise 
this sum, the people of Jsracl are ready to make continued sacrifices. They have 
undertaken ta provide one-third of the goal—$500,000,000. Jewish communities 
throughout the world and expecially in the United States have promised to 
continue contributing to the United Jewish Appeal, to stimulate private invest- 
ments in Israel and to purchase Israel bonds. 


Mortgaging Their Future 

40. The Isracl Government’s $500.000,000 bond issue went on sale in the 
United States on May 1, 1951, There are two issues: Onc, 15-year 3%-pereent 
coupon bonds, and the other, 12-year saving bonds which mature at 150 percent 
of issue amount. Thus the people of Isracl, providing a large part of the cost of 
their 3-year program out of taxation, savings, sharing, and gifts, are, in addition, 
mortgaging their future earnings for years to come by this large-scale borrowing, 
From the outset they have been determined to do as much as they could without 
appealing for outside help. ; 

41, Those who have suggested that the proposed grant for Israec) should be 
converted into a loan should take into account the extent to which the people of 
Tsrac] have already sacrificed and obligated themselves and to consider further 
that 83 pereent of the United States forcign-aid program for other countries in 
1949 was in the form of grants rather than credits, and that in 1930, grants 
accounted for 92 percent of the program. (Source: Department of Commerce.) 

42. Clearly, this rehabilitation and development program is of such magnitude 
that it cannot be completely financed by private effort alone. It is for this 
reason, and because of the international ‘significance of Israel's effort, that an 
appeal is being made to the Congress of the United States to aid Israel) as it has 
aided so many other freedom-loving countries. 


Vv. THE EFFECT ON REGIONAL AND WORLD STABILITY 


43. Some Arab lesa leaders have already attacked the picigred American 
ald to Israel (indced, they FO so far as to attack American sid to the Arabs). It 
will therefore be contended that assisting Isracl will alienate the Arab states, 
which sffll maintain cconomic, political, and gucrrilla war against the new state. 
44. The threat of Arab bay Speers is not a new argument. It has been pro- 
qecced into every turn of the Palestine debate for the fast 30 years, and discredited 
y every development. On the eve of World War II, as a concession to the 
Arab states, immigration to Jewish Palestine was sharply restricted, and untold 
thousands of Jews who might have found sanctuary there were condemred to 
dic in Hitler's death camps. Yet, despite this tragic bribe, the Arab states re- 
mained neutral and nonbelligerent, refusing to join the Allied forces, and Arab 
leaders collaborated with the Nazis. To suggest that Israel should be offered 
up to the Arab states as the price of their appeasement and therefore to reject 
Israci’s urgent plea would be injustice. It would make the United States a 
partisan on the side of those who engage in boycott and war. It would further 
that boycott and war. 


Congress—Not Arab League—Must Decide 


45. On the other hand, if the United States grants Isracl assistance, ignoring 
Arab threats and complaints, {it will promote the pacification of the Near East. 
For it will encourage those elements in the Arab world which seek a peaceful 
settlement with Isracl. It will demonstrate the futility of the misguided policy 
of those who spurn peace and strive for Israel’s economic collapse and eventual 
military subjugation. 

46. The relations between Isracl and the United States, affecting the pace of 
Israel’s grown and development, the life and security of the hundreds of thou- 
sands who have found home and freedom in Israel, concepts of American security 
in a strategic area—all these must not be determined by the Arab League. They 
are matters for our own Congress to decide. f 

47. The President's message calling for economic assistance to the Arab states 
and Israel in a regional program brought angry protests from Arab nationalists, 


directed against the proposition that the Arab states become beneficiaries of the . 


United States. Arab countries have been reluctant to ask for American assistance 
lest they thus forfeit their independence. 
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On May 29 and 30, dispatches reported indignant reaction in Damascus and 
’ other Arab capitals. The New York Times said on May 29: . 

“Khaled‘al Azam, Syrian Premier, responded cautiously to the uproar {n the 
prese and the comments by various political leaders. Without mentioning directly 

he American ald offer, he told Parliament tonight: 

“We are not ready to barter our liberty and independence, and we are not 
ready to eell our liberty for a few coins. We are well aware of the importance of 
the peographical location of our Arab countries.’ 

‘Radical leaders in Parliament were not cautious. Mustafa al Sibal, chief of © 
the Islamic Socialist front and the principal preacher of the Moslem Brotherhood, 
made this warning in a presa declaration: 

‘* ‘Although we need military ald, we refuse to throw our sons and our country 
into the furnace of a war in which we have no interest. To place us on an equal 
footing with Israel is, I fear, the result of a desire to extend military ald to Israel 
without provoking Arab anger.’ 

*‘Maaruf al Dawalibia, who created a sensation when, as Minfster of Commerce 
in the 2 previous Cabinet, he proposed a pact with Russia, said: 

‘* ‘The Arabs will not benefit from this proposed American aid. Israel will 
receive tenfold the Arabs’ share. To accept aid would amount for Arabs to com- 
mitting suicide, ” . 

48. Arab indifference and hostility to American assistance would seem to in- 
validate proposals that Israel's needs and request should be considered only in 
the context of a regional arrangement. It is indyuitable to “equate” Israel with _ 
. the Arab states in a:forelgn aid program. In such an approach there {fs the danger 
that ald may be allocated on the basis of mechanical calculations—area, popula- 
tion, ete.—which {gnore the dynamle factors of need, growth, and opportunity. 
All the states of the Middle East need ald. The only fair approach is to allocate 
them aid on the merits of their objective needs which do differ widely, and not to 
attempt artificial equalization. Account must be taken of the vast differences 
between Israel and the Arab states: 

(a) Israel asks for assistance. The Arab states make no such request. 

(5) Israel needs assistance because its population {fs growing and it does not 
have the resources to absorb ail its nowcomers, The Arab states remain static 
and their rulers reveal no passionate desire to {mprove their lands or raise the 
standards of their peoples. Significantly, the recent border clashes arose out of 
Syria's bitter opposition to the Israel project to drain malaria-infested marshes. 

incident Illustrates the {incongruity of permitting countries whose leaders 
make war against reclamation of the land to determine the standards, objectives, 
and progress of a region. . 

0] Israel faces economic difficulties and an acute foreign exchange deficit. The 
Arab countries haye had substantial hard currency income from oil royalties 
cotton crops, tourist trade, and the tolls of the Suez Canal. But rather than spend 
their funds on the development of thefr economy, Arab rulers prefer to use their 
balances to {mrort expensive cars, jewelry, radios, and other lyxury goods, These 
countries are heavy purchasers in the gold markets of the, world. 

(d) Israel fs a democratic country, standing with the democracies. The Arab — 
states are semt-feudal societies, whose rulers are primarily concerned with the 
maintenance of their own status. The Arab states stand by themselves. ‘hus 
Syria and Egypt refused on May 18, 1951, to join the west In imposing sanctions 
against Communist China, at the United Nations. 


Initiative must not be crippled ; : 


49. These differences in attitude and need make it extremely difficult—if not 
impossibie—to find a fair formula for the allocation of assistance on a regional 
basis. The refusal of the Arab states to promote development must not be used 
as & curb on [arael’s 4 . Israel, having sut: .ved its neighbors’ hostility 
must not be crippled y their inertia. 

50. Nor should this attitude of the Arab states be permitted to prejudice the 
proposed resettlement of the Arab refugees,. victims of the war of 4 fon 

unched against Israel by the Arab states and the Arab Higher Committee In 
1948. The program of financial assistance to the Palestine refugees contained in 
the Preefdent’s message of May 23, 1951, should be given favorable consideration, 
independently and on its own merits. Funds are urgently needed for the resettle- 
ment of the Arab refugees, just as they are required for the resettlement of the 
* Jewish refugees cominginto Israel. Nelther of thesé humanitarian projects should 
be allowed to suffer because of the apathy and hostility of the leaders of the Arab 

e. 
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$1. Israel has not objected to economic aid to the Arab states. It favors social 
development and rising standards throughout the Near East for it looks forward 
to the time when all states in the area will unite in cconomic cooperation. Israel's 
economic program—the simultaneous rehabilitation of the people and reclamation 
of the land—will eventually give stimulus to similar development elsewhere in the 
Near East. Here is a Piet plant—-an example of what can be done in undérde- 
veloped areas. It will lift the hopes and aspirations of other peoples. The gov- 
ernments of the neighborhood may, by the force of Israci’s example, be compelled 
to join in the development of their own neglected lands, the stimulation of produc- 
tion, the expansion of trade and--above all, the emanc{pation of millions of people 
from want, ignorance and disease. 

52. But, until these governments are: aroused from their lethargy and in- 
difference, Israel must not be penalized and denied the assistance it so vitally 
needs. If Israel can oyercome its economic problems, if it can achieve stability 
and raise the liyi andards of Its pl. it will have demonstrated the integrity 
of democr. in the undemocratic Middle East. Should Israel succeed, democ- 
racy wjiwin new adherents and allies am many millions of people who have 
not atfained full political freedom and econdmic equality. But should the one 

ate of democracy in the area fail, the democratic concept would be discredited 


ad 

3 a crucial frontier zone’ and antidemocratic propaganda would reap a harvest. 
e 

é 


udal soils are fete ground for alien ideologies. 


” 4 


. 
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_ Yh CONCLUSION Bs 
f es a 

53. Aid to Israe ns afd ‘to a people eager and ‘ready to aid themsclves. 
Their country fs in natural resources but rich in a major asset—people, who 
have made the most Of very little, Whatever aid is given them, they will multiply 
many times by ir initiative, theiy enterprise, their i ae to their inde- 


pendent future. 
54: Ald to Is ean’: 


\ (a) A-continbation of the, American policy of friendship for the new State 
hich our éduntry hel to.create. 
(6) The eneratlonor maéseg of homeless people,!of an undeveloped land 
and of uneXpigited reesf fo ~ 


(0 Fic strengthening f the economy, the agyicultural and industrial 
joe ial and the military fofce of ee genuiné democracy in the Near 

Finally, aid to Israel mdans st ngthenifig the United States and the United 
‘Nations. It méans fortifying th one comumnsialt yin the strategic Near East 


alee . strone| determined to defend its independence and the part of the world 
a whic stands, ~---../ ‘4 : , 


oT ey . 


\ 
Texr On Note Presenten BY THE AMBASSADOR OF IsRArL, ABBA S. EBAN, 
T si Secretary or Stat#<-Request FOR GRANT-IN-AID 


1, The Amb or “Of ‘Teraél presents his compliments to the Honorable the 
Secretary of State and has the honor to submit herewith a request by the Govern- 
ment of Israel for financial assistance by grant-in-aid from the United States of 
foperee to the extent of $150,000,000 for the period July 1, 1951, to June 30, 


2. After estimating its potential eources of foreign cxehange for that period 
and notwithstanding the remarkable efforts and sacrifices which the people o 
Israc] are making toward the attainment of economic stability, the Government 
of Israel still facea the prospect of a considerable dollar deficiency. If this shortage 
cannot be made good, it will become Spc to maintain living standards 
even at their present reduced level, while Israel’s industrial and agricultural 
development is Hable to become impeded, or even perelyzcd, through lack of 
continuous supplies of raw materials and capital g n the other hand, the 

’ availability of adequate dollar exchange would enable Israel to advance rapidly 
toward increased productivity and economic equilibrium during the coming few 
years of heavy immigration. 

3. The Government of Israel has observed the historic role of the United States 
aid programs in enabling many other friendly reba He in similar emergencies, 
to achieve rapid economle recovery. It recalls with gratitude the many 
acts testifying to the special ties of friendship between the peoples of the United 
States and Israel. In that spirit the Government of Israel now calls attention 


Pen 
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to its cconomle problems, many of which go far beyond the normal seopo of ua- 
tional responsibility, 

4. Lininediately upon the pensation of its independence, and while atill 
struzaling agatust heavy odds for sheer physical survival, [sracl set isc to 
dizeharge the primary mission for which it wacestablished. Waves of immigration 
have converged upon Israel from all parts of the world, especially from Central 
Southern, and Eastern Europe, and from [slanite Rites in West Asia and 
North Africa. Tho Jows remaining in Central and Eastern Europe are but the 
pathetle remnants of ence prosperotus communities whose inanpower and institu. 
tions were ruthlessly consumed by murderous persecution anparaltehd in’ dhe 
annals of history, Their desire to abandon the scene of theie peopte's agony and 
martyniom ia overpowering. Ut is reinforeed by (heir inborn preference for a life 
of democratic fronton in a society whieh uphotds as the chief focus of national 

ride tho very Jowish traditions and associations which had been the target ef such 
rrutal persecution in Europe. Ono the other hand, in many parts of the Masten 
world Jowlsh iinoritics bave lived for centuries under an intermittent and 
precarious tolerance, punctuated by periods of disorder and oppression, Tn 
reeent generations the rlso of a strong national consciousness throughout this area 
has imparted to Jowish tuinorities a sharpened sense of separateness and insecurity, 
At the rame thine, the echoes of Isract’s achievement have awakened a niessiaui¢ 
urge for redemption, which makes Jewish minorities in Arab countries increasingly 
unwilling ¢o sustain a tot so stoically borne by Cheir ancestors for centuries past, 
astong as it seemed inexorable, An independent state which makes the absorption 
and rehabititation of Jowish immigrants the ceutral purpose of its life has become 
a compelling magnet to all Jews who lack freedom and diguity dn their present 
abodes, This {3s one of the spontancous and irresistible mavements of inass 
inigration which have revolutionized the histery of peoples. fu recent months 
the threat of world contlict has added a fresh incentive to dewish inunigration- - 
a desperato urge to find ahelter before the storm breaks, and while Tiberty of 
movement stil remains, 

§& While the rate and acalo of immigration to Isracl are largely determined hy 
conditions fn Europe and the Moslem world, Israel's resolve to accept lnunigrants 
without restriction is animated by a senso of inescapable responsibility. ‘The 
people of Taract aro theselves, for the most part, ftiomigrants-- survivors of po- 
Rroms and persecution; they know well that to refuse entry ¢o their Kinsmen now 
may mean the renunclation of that crucial opportunity forever, Indeed, same 
countrics have actually established officlal deadlines before which all prospective 
emigrants must leave, Ut is Inconeeivable that Isracl can tneur the moral re- 
aponsibility for whatever might befall Jews who seck adiofssion to Esracl and are 

eniadlit. Jowish communitios (hroughout the world, and cepecially tn the United 
States, havo apent much effort and sacrifice on [sragl'’s behalf, in tho clear evpecta- 
tion that they were thus establishing a permanent haven for all oppressed and 
Insecure Jews in need of a home. Uf is noteworthy (hat Peesident Truman's 
recommenttation {n 1946 for tho transfer of Jewish displaced persons froin Europe 
to Palestine marked the beginning of the Untted States apecific interest In the 
ecarch for a sotutlon of this problem, — Thus, every circumstance of humanttadan 
concern aitd moral prhiciple compels Taracl, with the fervent approval of [ls own 
puPlie and of Jewish opinion everywhore, to uphold and malatatn freedoin of 
mmigration, Morcover, from the viewpolut of Isract’s own [ulerest, even If 
heavy {minfgration fs accounted an ceonomle Hablitty fn the short term, {¢ nvust 
certainty in the long run be regarded as an ascet, since it will cnhance [sract's sctf- 
rellance, its economic strength, and [ts creative capacity. 

6. Tho conditions which govern tho scale of fininigration to Isracl can well be 
illustrated by reference to the Jows of Iraq. When tho Gaovernmont of Trag 
allowed Iraqi Jowa to register for emigration, it was thought by many observers 
that no more than 30,000 would exercise that option. fh fact, about 105,000 
out of a total 130,000 Jows realstered for emigration and made plans to leave for 
Teracl, On receiving permission to Icave the country, an Traqt Jew loses his 
cltlzenship, whereupon It becomes urgent to effect his emigration without delay, 
In recent months, the Government of Tsract has been evhorted by the Govern: 
ments of tha United States and by tho United Kingdom to make overy effort to 
speed up the ovacuation of Iraq! Jows. ‘The Government of Taract, da pursuance 
of its own polloy, has inereased the monthly rate threefold In full knowledgo of tho 
resulling aggravation of ils financial problems, 

7. Asa reault of this immigration, tho dominant feature tn the lifo of Tsracl fs 
the apectacular {nercaso of [ta population. On May 14, 1968, the Jowish populs: 
tlon of Patcatino was 650,000. hetween that date and the end of 1950, 511,000 


THE MUTUAL SECURITY PROGRAM 653 


Tmmisgranis have entered the country, represcuting a 78-perecnt increase in the 
over-all population total About half ainiltion new daitnigeants are expected to 
arrive within the neat dor bvear. By the end of (058 Psrach will have trobfed 
its poputation tsioty by dmigeation. ‘This rate of population inerease lias te 
preeedeat; taapifesdiy itealls for a financial etort on an antisuadl scale. 

S. La reeciving these draaigzants bsract bas solved probleis which woukd other: 
wise fallou international ageacies and onc other gaveriuuents. For ovstopte, the 
adhuission ta dsraecl of dearly all Jews from displaced persons camps ihe American 
zone of Germany has direets iberated: the Cnited States Preasury froma eon: 
siderable and: continuous espeaditune, For niany sears the Ecropean cefiggee 

wrobtom had battled (he resourees and capacity. of Che refuges onganizations estate 

fisheal tinder the auspices of (he League of Nations and the United Nations, bsract 
has absorbed large nonibers of refers who were the objects of Chis international 
concern, Without even fain received auy reoperation from Geruans forthe whole. 
salv spoilation and destraction of Jewish property fi Europe. Moreover, hy als 
xorbing Jewish eaunnioities which were diving on conditions of insecurity. or 
diserituination, Tstacl has eliminated poteatiat points of fretion and instabitity 
in ore than one arca of the wortd. 

The dittiealty of financing the absorption of dhis enortious population ineressy 
has been aggravated still further by [sraed’s defense luindeas, At its very inevp- 
tion, tsrac] was forced to mobilize all its resourees iu fishing, atone and unaided 
its battle of survival agaist overwhelming odds. The agecesive onslaught a 
the Arat States was suvcessfally repelled: vet Cheie persistent refusal te canehide 
a final peace setdlement contintes Costrain the resourees of Israel by neeessi lating 
heavy defease ovpenditun, an whieh alse the mounting international tension lias 
an inevitable bearing, 

10. dn adkfition fo the burdeat imped by innuigestion and defence, Che 
Covernmeat of —Esrach has undertaken ¢a make its due centibiution towand the 
solution of the Arat refuges problem in the Near East. Tt has declared its will- 
ingtess to support Che reintogention fond to be established by Che United Nations 
by pasing into it finds aceraing from compensation for abandoned Arab tands, 
on tho understanding that such finds will be used for the permanent: resettle: 
ment of Arab refagees in conditions which would conform with their own welfare 
and with the ultimate stability: of the Near East. Under this arrangement, 
which fas bowen publicly annoynesdd inthe United Nations, [stack is probably 
assuming 8 heavier Ghancial comamitiient inthe Arab refugee problem Chan any 
other singke ember Government, notwithstanding Che fact that the problem 
iteelf was actually created in Che course of a ddehiberate attempt to destroy Esract’s 
ovistence, asa eesult of which [sracl sustaine! heavy and widespread material 
damage. 

tl. A country which fnereases it2 population by SO pereent in 2'y sears, while 
simultancousty sustaining a heavy borden for its alefense and preparing to make 
a substantial financial contritution toward the satation of the. rate refiiges prats- 
lem, cannot obviously develop its productive resourees to the estent: required 
hy these vast burdens without massive eutside moistanee, ftsrael however, has 
itectf made a masiinal effort to solve the cconamic protlenses with whieh it lias 
bewn confronted. ‘This ecifert: tias bowen made in two dimetions, On the ane 
hand tho standard of living of the population bas been detstically ratauced. On 
the other hand, every possible tieaus bas boon adopted ta inereas production 
in both agriculture and industey, wlth fupressive results, Whereas the popvla- 
thon fnereasnd by SO pereept in 2's sears, ageicultaral production cose during 
the same period by 70 to SO peceent and industrial production by (0 to 80) por. 
cent, Tt is clear, therefore, that braced ie seeking supplementary evternal aid 
only after having fmpoasd upon itself heavy sacrifice and considerable sett-denial, 

12, ‘The tuagaltudfe of the effort which [sracl bas put forth for its own economic 
development is iusteated by the achievement of net new investinent of approvt 
mately the equivatent of $190,000,.000 tn the calerutar sear HUQ) and of approv- 
tunately $275,000,000 in E930, ‘This new iavestinent was equivalent to mare 
than 23 percent of fseact’s total uational income in 149, and to nieee than 30 
perewent of the national ineome fn iso, Vet, Israch now proposes farther ta 
raise its annual investment Carget tothe equivatent of approvimately $300,000,000, 
Then is ne cholee: ne lesser target would be compatible with the fall productive 
cmployment of [srael’s people, Unit it is obvious that the gap in the balance 
of payvinents, whieh is the oiost stetking expression of tsracl’s ceonomic ditticulies 
cannot be cheed hy fés awa evertions in the dnunediate fatare, 

13, Sines heavy fminigration seems certain toe continue foe the nest 3 oor t 
years, the coneequent dislocation of Israel's economy is bond to persist for hat 
perlod. The very measures whieh Isracl ic adopting to adit to dts productive 
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capacity are liable, {n the short run, to increase the disturbance fn the balance of 
payments. The required diversion of Isracl’s own resources from production for 
current consumption to investment work will create {nflatlonary pressure on 
scarce supplies of consumption goods. Isracl is grateful for the great contribu. 
tion to her long-term productive facilittes which is being made through the credits 
of $135,000, received from the United States Export-Import Bank. Israc} 
also places great reliance for her cconomls dovelopm-nt on the resources for pro- 
ductive purposes which will be sought through the sale of bouts to the public in 
the United States of America. These imports for specific investment purposes, 
however, need to bd supplemented by a diversion of Tsraci’s own productive 
capacity from consumption needs to the production of capital goods. The grant- 
in-ald from the Government of the United States, for which the Government of 
Israel is herewith applying, would bridge this gap in the availability of consump- 
tion goods until the increased production of Ierae!l, which will be the consequence 
of the capital imports, can catch up with the needs of the population and assure 
economic stability. This American ald, extended over a brief period of time, can 
lead to the achievement of Israel's cconomle equilibrium, iu full conformity with 
the concept of economic recovery which has inspired the ald programs of the 
United Statea since their inception. 

14. Most prominent among tho purposes for which grant-in-ald assistance je 
requested is one most dircetly connected with immigration: If the immigranta 
are to be employed productively, they must have houses near their places of work. 
The house to be provided Is of the simplest character, having an average total 
cost of approximately 11,750, the equivalent of $2,100. At the present tine, 
many tens of thousands of immigrants are in huts and tents, The average housing 
rate of the population of Israel is three persons per room, while a large part of the 
population lives at the standard of five persons per room. To alleviate this 
shortage, it is + proposed to build approximately 70, housing units in the year 
July 1, 195!-June 30, 1952, to accommodate rou bly 250,000 persons. The 
total cost would be approximately $150,000,000—and Ieract {s reconciled to the 
need for meeting by far the anger part of this total cost from its own resources. 
A grant-in-aid approximately 000,000 is needed to meet forelgn exchange 
coats of materials, imported fixtures, and construction machinery. Israci's own 
investment in the program would be four tinies as great as the requested grant-In- 


d. * 
15, Grant-in-atd assistance In the form of supplies needed specifically to restrain 
the stress of the inflationary pressures Is requested in the amount of $105,000,000. 
Aa mentioned above, {n the year July 1, 195!-June 30, 1052, Isracl will be at- 
tempting to ralse her total investment towards the target of an annual rato of 
approximately $500,000,000. Even under a system of austerity, Israel will 
uire, fn the peer July 1, 1951-June 30, 1952, at the price levels which provall 

, about $225,000,000 of imports apart from imports for specific Inveatment 


) 

P 16. An additional grant-in-ald of approximately $15,000,000 is requested for the 
insurance and shipping costa connected with the delivery of the above com- 
modities in Israel. amount has been cetimated on the assumption that the 
affected commoditles would be purchased not only fn the United States but also in 
other friendly countries, from which shipping costs might In some cases be lower 
ter (FPhe speetfe uses of th ted grant-In-ald might then be outlined aa | 

. The ¢ uses of the requested grant-In-ald m en be outlined as in 
the following table: 


Approzimate list of purchases to be fnanced with requcated grant-in-aid 
A. Materials, fixtures, and equipment required to be Imported for 
fon of 70,000 housing u oe 


the construction of 70 Nite... 2. e wenn nee eee $30, 000, 000 
B, Supplies required to restrain the inflationary preasure of the fu- 
vestment and defense programs: 
Wheat. .... 2.2 oe eee cece nen eee eee nene $25, 000, 000 
Fodders............- eae naanencacencen 15, 000, 0CO 
©) Qilateds. een ee mecca cence nncane 10, 000, 000 
d Fertilizers and seeds..........----2-00- 10, 000, 000 
6) Cotton, other fibers, and textile materials. 10, 000, 000 
ft) Leather, hidee, chemicals, and minor ma- : 
AT Se 1... 10,000,000 
(g) Petroleum........... 20 - cee n eee nnne --- 25,000, 000 
; ———-——-— 105, 000, 000 
C. Shipping and Insurance services. .... 2-2-2... eee eee e eee eeee 15, 000, 000 
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18. The close link between economic stability and political freedom is becoming 
mercasingly umlerstood in all parts of the world. The future of Isract’s socia) 
and political system i an isue of direct comequence to the cause of world demeac- 
racy. Isracl has establisied al parliamentary democracy in an area where 
democratic ideal and principles have pot yet strack deep roots. While many 
countries have recently achieved institutional freedom, not atl have sinul- 
tancously furght with any anarked effect against the traditional social and eco- 
nome inertia which condemns countless multitudes to a life of squalor and misery. 
Uniess democracy proves its capacity both to insure political freedom and to 


realize 8 vision of society hased on expanding borizons of material welfare and | 


cultural progress, it will find itself a a in iis struggle to ra against 
feu: Utraditionali non the one hand and modern negations of political democracy 
onthe other. The snecess of Isract's efforts to combine political freedom with 
cconoinic progress will certainly affect the prestige of democracy in the crucial arca 
of which Israel isa part. [sracd's experience and achievement [n soll conservation 
land development, Srrigation, technological research. industrial progress, as wel 
as in cooperative organization and social freedom, are intimately relevant to the 
most acute problems which aMict such wide arcas of the Near East with conditions 
of backwardness and dearth, Thus, any strengthening of Israel's efforts to achieve 
a high degree of development must be regarded as a contribution to the progress 
and stability of the entire Near Fast. For, deapite the transient political conflicts 
which now divide it, the Near East cannot in the Jong run fafl to be affected by 
progressive oe In this respeei, too, aid to Isracl would fully conform with 
the principles which have determined the United States’ ald programs. 

19. On June 20, 1922, the Congress of the United States of America unani- 
tnously recorded its syinpathy for the “aspirations of the Jowish people to rebuild 
their ancient homeland.” On December 19, 1045, the Congress, in a concurrent 
resolution, advocated the establishment of a democratic commonwealth fn Pales- 
tine “to the end that the country should be opened for free entry of Jews.” Ina 
resolution of greeting on the anniversary of Israel's independence in May 1950, 
the United States Senate paid tribute to the emergence of Israel as an objective 
in which the American people had indicated their sympathetic interest for many 
years. In the last three decades successive Presidents of the United States have 
associated the American people, by close bonds of sympathy anid support, with 
the rebirth of Israc) as a modern embodiment of an ancient tradition which 
bequeathed to the world some of the basic moral {deals on which weatern viviliza- 
thon is founded. At every decisive stage in Israel's recent development, the 
efforts and sacrifices of Israci’s people, and of Jewish communities working for 
Isracl’s welfare, have received notable support from the President, the Govern- 
ment, and the Congress of the United States of America. American representa- 
tives in the United Nations have carried this policy into the highest International 
forum. lTsrael will always feel the most profound gratitude for the memorable 
steps taken by President Truman and the Government of the United States in 
favor of the reestablishment of an independent Isracl, its official recognition, and 
its formal adtnission to the world community. In secking the support of the 
United States for its arduous task of economic development and consolidation, 
and for its unprecedented efforts in providing homes for so many within so short 
atime, the Government of Isract is advocating the maintenance and extension of a 
traditlonal relationship firmly established in the hearts of both peoples. 


Mr. Lirsxy. Subsequently, Representatives John W. McCormack 
and Joseph W. Martin, Jr., introduced identical bills into the House 
authorizing a grant in that amount. In the Senate, similar Ss arg 
tion was introduced by Senators Paul H, Douglas, Robert A. aft, 
and 34 other Mombers of that body. This legislation has won wide- 
spread support in tho Congress and throughout the countiy. We re- 
spectfully urge this committee to take these bills into consideration 
in the discussion of amendments to title HL of the proposed Mutual 
Security Program. ; 

It is our purpose here to present the reasons why we consider tho 
allocation proposed in title IT wholly inadequate. My associates 
here will contribute the factual data. Dr. Joseph Schwartz, the ox- 
ecutive vice president of tho United Jewish Appeal, will describe 
Israel’s immigration program. Mr. Robert R. Nathan, the eminent 
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economist, who has mastored the economic facts of Israel, will dis- 
cuss Isracl’s economic problems and their solution. Thoy will be 
availablo to answer questions dealing with theso aspects of the matter. 

American interes! in Palestino, now Isracl, was rooted in an ancient 
tradition that tho ecattored Jewish pcoplo, suffering disabilitics and 
persecution in many lands, would one day return to “Zion and Jeru- 
salem,” freo to HN their lives in their own way. Tho aim was tho 
settling of Jews in Palestine with the good will and cooperation of the 
civilized nations. 

The beginnings of the Jewish colonization of Palestine were difficult 
and progress was slow. It met with many obstacles, internal and 
external, Finally, during World War I, in 1917, the Allied nations, led 
by England and the United States, recognized the historical connection 
of the Jewish people with Palestine, proposed the creation of the 
Jewish National Home, and, when the rs of Nations was or- 
ganized, issued a mandate to England to become the trustee of 

slestine for the purposes of the Balfour Declaration. 

The lofty sentiments that inspired the authors of tho declaration 
were not fulfilled. ‘fhe mandatory power soon began to interpret the 
mandate to mean a dual purposo in Palestino, one to its Arab inhabit- 
ants, the other to the national aspirations of the Jewish people. 
Finally, it virtually annulled the declaration in its white paper of 1039. 

During the entire period—from 1897 to 1939—the Jews of America, 
cooperating with Jews of other lands, gave expression to their con- 
fidence in the ultimate fulfillment of Jewish hope, und their humani- 
tarian interest in their kinsfolk, by contributing their moral and 
financial support to the Jewish settlement in Palestine. Through our 
efforts the absorptive capacity of the desolate land was enhanced, 
a network of farming communities was developed, cities and roads 
were built, schools, technical institutes, and a university were estab- 
lished, and the ancieut Hebrew language was reborn. The Jowish 
population increased from 84,000 in 1922 to 445,000 in 1939. ‘ 

_ The early development took placo under relatively normal condi- 
tions, But 1930 witnessed the beginning of an anti-Semitic move- 
ment unparelleled in history which roso to a rapid climax of tragedy, 
resulting in the death of 6,000,000 Jews and the scatterin of tho sur- 
vivors to all parts of tho world. Tho madness of genocide seized tho 
German peopto and all who camo under their influence. The poison 
of anti-Semitism seeped through the democratic: defenses of many 
lands, including, for 8 time, our own, Tho refugee Jew becamo tho 
moving symbo} of the Jewish tragedy; and the closed door of tho 
Promised Land, the index of man’s inhumanity to man, 

That Jews everywhere should have been stirred to their depths by 
tho great catastrophe was not surprising. They would have been 
untrue to the common instincts of bt relationship had thoy not 
come forward with generous sacrifices to relieve the plight of the sur- 
vivors. Tho humanitarian feelings of largo masses of non-Jewish 
Americans became involved, and were reflected in repeated expres- 
sions of sympathy and good will by our own Government. This 
committee's strong declaration in 1945 greatly encouraged our efforts. 

The motivo that led to the establishment of the State of Isracl was 
not ono of merely setting up a territorial state. Tho state was the 
form freedom had to take at that moment in Jowish history. It was 
incidental to the creation of a haven of refuge for the oppressed. It 
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was an essential preparatory act for the in gathering of tho exiles. 
It was the vessel in which was to be poured the ideals of the Jowish 
peonte. alicte concepts. of pitice and democracy, their ideal of 

rotherlood of all peoples, their tradition of peace, It was the only 
way for them (o defend their way of life; no longer to be helpless and 
unarmed when attacked; to be free as a matter of right. These ideals 
were not to be fostered in isolation behind iron walls of prejudice and 
ill-will, There was to bo free trade with the world—in matcrial goods, 
in idcas, in knowledgo of the ways of noble living. Once again, the 
voice of 8 rejuvenated Jewish people would emanate from their own 
land and would bo heard in tho councils of the nations. 

Tho tragedy of Jewish life did not end with the defeat of Hitler 
and the Nazis, with the rescuo of the prisoners awaiting death in the 
concentration camps of Germany. The flight of the survivors in the 
direction of the Promised Land began vears before the end of the war, 
but the Promised Land was blockaded. Those who returned in spite 
of the blockade were hounded as “illegals.” Palestine was partitioned 
by the vote of the United Nations. The British gave up their mandate, 
which led to tho proclamation of the Jewish State. Isracl was estab- 
lished under the pressures of disaster. No sooner was its authority 
created than there followed a declaration of war by the neighboring 
Arab States, and reborn Isracl was encircled by forces intent upon its 
destruction. It had to fight its way through obstacles which tested 
its staying powers, its courage, and its dedication to the cause of 
freedom. And, unhappily, the end of tho war was an armistice, not the 
beginning of real peace, 

‘he administration of government in Palestino was left in great 
disorder. Israc} had to improvise its own forms of government. It 
had to assemble an army of defenso in the face of invasion. At the 
sume time, however, the doors were opened wide to tho masses of 
fugitives from Europe and other lands whero the refugees had been 
crowded, awaiting tho signal of liberation. Over 640,000 refugees 
were admitted into the struggling country in 1948, 1949, 1950, and tho 
first half of 1951. Attention is called to the fact that of these new 
arrivals, over 300,000 came from Moslem countries in the Middlo East. 
A country which increases ita population by 80 percent in 2% years, 
while simultancously sustaining a heavy burden for its defense, ob- 
viously cannot develop its productive resources to the extent required 
by these burdens unless it receives outsido assistance. Tho standard 
of living of the population has been drastically reduced to austerity 
levels, while every possible means has been a opted to increase pro- 
duction in both agriculture and industry. Israel has had to organize 
and pay for tho transport of chase a It has had to provide them 
with food and shelter on arrival. .It has mado provisions for the equal 
treatment of all the inhabitants of the country, including those Arabs 
who did not take up war against Israel and who remained in the 
country. 

In its desperate efforts to survive, Israel has had the great support 
of American Jews who came forward with unexampled generosity to 
ne oy on a great humanitarian program and the redemption of 

eir kin. ' 

In theso struggling years, world tension has increased and threats 
to world peace multiplied. Tho defenses of the democracies are 
menaced by totalitarianism, aggression, infiltration, and sabotage. 
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Theso tensions havo retarded postwar recovery, forced the adoption 
of large military budgets, divided the world into blocs and placed 
the United States in the vanguard of the defenders of democracy. 

In this situation tho Middle East has become of critical import- 
ance. Becauso of its low living standards, its lack of experience in 
the democratic way of life, its racial excesses, its backwardness in 
industrial production and the techniques of science, this region, 
occupying a vital strategic position, is peculiarly vulnerable to prop- 

anda and military attack and must be given special and immediate 
objective consideration. 

The Middle East has not been given adequate attention in the 
strategy of democracy’s defense. ‘This may be duc to the fact that 
the areca has been tho scene of controversy, boycott, blockade, the 
development. of unrestrained chauvinism, and racial animositice.. 
The mood of peace is absent. Peace has not. yet been achieved be- 
tween tho Arab States and Isracl. 

A general boycott against Israel is being preached by the Arab 
League. Iraq cuts off tho flow of oil to the Haifa refineries. Egypt 
blocks the Suez Canal to Isracl-bound trade and shipping. Tho 
armed forces of Syria interfero with tho drainage of the Hulch swamps 
in Israel territory. Jordan still denics access to tho Hebrew Uni- 
versity and the Hadassah Medical Rescarch Center on Mount 
Scopus. And they continue tho sinister policy of pressing Jewish 
peoplo out of their territories by confiscation of property, denial 
of rights, and elimination from the cconomic structure. 

As Americans, we are vitally concerned with the organization of 
tho democratic forces to oppose totalitarian aggression. Isracl’s 
resourcefulness and stamina and courage give it an opportunity to 
establish at least ono factor in the Middle East which, on its own 
merits, may be relied upon. Tho story of what the Jewish national 
home did for the Allicd cause in World War IT is instructive in this 
connection. 

Tho Jowish national home was prepared to take up arms against 
& common enemy with Britain when World War II broke out. A 
mass registration of Jewish volunteers for war service totaled 85,800 
men and 50,400 women. This recruiting was discouraged by Britain 
for reasons of ita own. But ultimately 33,000 Palestinian Jowish 
volunteers served in the Army, Navy, and Air Force, and in full-time 
local defense. Over 26,000 served in various segrnents of the Allied 
front. There were 60 units in the Royal Engineers, Transport, 
Ordnance, and Mechanical Services. Selected civilian volunteers 
carried out secret raids in the Middlo East and parachuto missions in 
enemy Europe. Half of them lést their lives. 

Army orders totaling over 36 million pounds in the economic field 
were executed by Jewish industry. Tho Hebrow University, the 
Technical Institute at Haifa, and tho Sicff Scientific Institute at 
Rehovoth performed technical and scientific services of special value. 
The armed services in Palestine and outside relia! on skilled Jowish 
labor for important tasks of construction and repair. Jowish con- 
tractors, engineers, and skilled pereonnel helped to enlargo tho oil 

eries in Abadan, Iran; bridged the Euphrates; covered Syria 
with a network of roads and camps and maintenanco airdromes in 
Iraq, Bahrein, and Cyprus. 
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Since World War II, Isracl’s population has doubled. Hs people 
aro trained and battle-tried. They have fought and won their in- 
dependence. They have repelled invasion. This is a gencration 
which roso from the degradation and enslavement of Hitler’s con- 
centration camps to the heights of freedom. They are determined 
never again to make the descent from those heights. They can be 
counted in the front ranks of democracy’s defenders. 

Moreover, during and since World War II, the land of Isracl has 
been transformed industrially. The country is today the workshop 
of the Middle East. Its rapidly expanding military, industrial, 
and agricultural army is ono of the strongest forces for freedom in the 
old work. 

It is against this background that we urge you to give adequate 
aid to Isracl, as well as to the Arab states, on their own individual 
merits, assessing what each needs and what cach can contribute to 
the welfare of the free world. Of course, we urge measures to insure 
the earliest possible resettlement of the Arab refugees. In our view, 
the amount provided for the Middle East in the Mutual Security 
Program should be substantially increased. We therefore urge the 
inclusion of Israel in the program for 1952 for an amount based on its 
own potentialities. This view is reflected in concrete form in the 
McCormack-Martin bills. 

Israel is qualified as an outpost of western civilization. The 

ioneers who laid its foundation brought with them the Hebraic 
ideals which have greatly influenced tho west. They have reintro- 
duced into their new homes modern arts, industrial skills, the sciences, 
and modern ways of life which they acquired in the western homes 
they had to leave. All their equipment, their skills, and their new 
experiences can be utilized in an atmosphere of friendly cooperation 
to transform the segment of territory they occupy into a pilot plant 
of great significance for the entire region. We plead that they bo 
allowed to show their mettle in the struggle that lies ahead. As their 
American sponsors, we are certain they will mect the challenge with 
intelligence, courage, and the utmost of loyalty and sacrifice. Give 
them what they need and they will make good beyond your expecta- 
tions. Give them what they need for defense and they will make good 
beyond your expectations. - 

Chairman Ricwarps. Mr. Lipsky, that was a very able statement. 

There will be some membérs who want to ask questions; some will 
not. So, I am not going to go around the table. 

Mr. Lipsxy. May I ask that you hear Dr. Joseph Schwartz and 
ae patent and then have tho questions generally pu’. to the three 
of us 

Chairman Ricuanrps. That is a good suggestion, particularly in 
viow of the lateness. ; ; 

I believe I omitted to state for the record that Mr. Lipsky is chair- 
man of the American Zionist Council, and I would like to have tho 
record show that. Q ; 
is a Lirsxy. And Dr. Schwartz represents the United Jewish 

ca s 

Shairman Ricuarps. Wo will now hear from Dr. Schwartz. In 

what capacity do you appear, sir? 
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STATEMENT OF DR. JOSEPH J. SCHWARTZ, REPRESENTING THE 
UNITED JEWISH APPEAL 


Dr. Scnwartz. I appear as the representative of the United Jewish 
Appeal and as tho former director general of tho American Jewish 
Joint Distribution Committee. 

Chairman Ricjtanps. Aro you an official of the United Jowish 


Appeat 
r. Scuwartz. I am the executive vice chairman of the United 
Jewish Appeal. 

Chairman Ricuarps. All right, sir, proceed with your statement. 

Dr. Schwartz. Mr. Chairman and members of tho committee, I 
have submitted a rather lengthy statement of some 20 pages, which 
I will not undertake to read to you tonight. I think that the time is 
short and the statement is available; so, I will just try to give you a 
brief summary of what that statement contains and somo of the im- 
portant facts in connection with Israel’s immigration program. 

Chairman Ricuanrps. Without opjection, we will hear Dr. Schwartz 
in the manner he has suggested. But his entire statement will be 
placed in the record. 

Dr. Scuwanrtz. Thank you very much. 

(Tho statement referred to is as follows:) 


Sratewent By Josern J. Scnwartz, Execurive Vice Cratnman, Unitro 
Jewish APPEAL 


The last two decades have been the most momentous in the history of the Jews 
{in modern times. 

Roughly two decades ago, we saw the coming to power of Adolf Hitler and 
the Nasi Party in Germany. 

A major policy In Hitler’s diabolio program _to achlove world domination was— 
as he 80 often avowed—the extermination of Europe's Jews. 

The rise of Hitter saw a succession of Incredible disasters befall the once-great 
Jewish populations of the Continent during a period of nearly 15 years. 

Then these very disasters were followed by events that constitute near-miracles: 
The rescue and rehabilitation of hundreds of thousands of Jews ovcrecas who 
nies Hitler’s tyranny, and the reestablishment after 2,000 years of the State 
of Israel. 

History has never recorded a more amaging contrast than is provided by theso 


uxta events. 
i When the liberating aitay of the United States, together with tho liberating 
armies of our allies, received the unconditional surrender of Germany on May 8, 
1945, there was revealed to the full view of the world the tragedy that was visited 
on the Jews in the Hitler era. 5 

American newspaper correspondents reported a terrible fact: of a prewar 
European Jewish population of 9,000,000 men, women, and children, 6,000,000 
were ; 

a nis years, the total world Jewish population had been reduced by more than 
a . 
Entering for the first time info the newly liberated Hitler concentration camps—— 
euch as Dachau, Hern He and Auschwitz—these same correspondents were 
ablo to report that these places, so long hidden from the world’s view, were In 
reality death factorics, 

In these camps, Hitler’s cohorts aystematicaily put to death millions of old 
young, and weak. Systematically, too, the strong and able-bodied were for 

work on slarvation rations until their strength ran out. Then they too were 
consigned to the Hitler gas chambers and the erematoriums. 

As for those who remained alive, they were a shattered, ragged remnant. 

In sharpest contrast to May 8, 1945, as it bears On the situation of Jews overscas, 
is a second May date—May 14, 1948. 

Three short years after Hitler's overthrow, the Jewish people of Palest(nc— 
fens of thoussnds of them refugees from tho Nazis—proclaimed the democratic 
republic of the State of Israel. ' 
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The cbb tide of Jewish tragedy and suffering had given way to an incoming 
tide of hope and Spportanily. 

tn their Proclamation of Independerce—so reminiscent of our own Declaration 
of Independence—the people of the State of Isracl declared to the world: “The 
State of Israc] will be open to the iinmigration of Jews from all the countries of 
their dispersion,” 

And now, just this last, May, on the occasion of the third anniversary of the State 
of Israc], it was possible for the new State fo announce that in 3 years it had re. 
ceived upward of 600,000 Jewish immigrants, nost of them the one-time victims 
of Hitler and his terrible persecution policy. 

This fundamental change in the position of Jews overseas represents the joint 
accomplishment of three major forces: 

First, the people of Isract fougt for their own independence against great 
ods, and kept the doors of their land open in the face of the grvatest hardships, 
To them must go a major share of the credit for what has been achieved, 

Second, an enlightened and generous attitude on the part of our own Govern- 
ment has been basic to the whole coure of events which has scen tens of thou- 
sands of Jewish survivors reseued and helped to go to Israel. 

It was this committee and the Congress of the United States which in 1945 
approved 4 resolution calling for the opening of Palestine to Jewish tmmigration, 
Additionally, it was this Government—through the humane action of the United 
States Army in eae for Jewish displaced persons in occupied Europe, by ita 
support of the UNRRA and TRO, by its prompt recognition of the State of 
Isracl, and (hrough its extension of Export-Import Rank Joans—which has helped 
iran esrably to create the inspiring reversal of fortune for distressed Jews 
abroatl, 

Finally, one very considerable factor has betped ¢o change the picture of Jewish 
despair and destruction as it existed in May 1945. 

I refer to the voluntary aid which has gone to [sracl from the private citizens 
of America, mainly American Jews, through an effort that is, I believe, unparal- 
leled in the history of wholly voluntary giving. 

From January 1945, througl December 1950, there has been provided volun- 
tary, private finds totaling $115,000.000 in aid to [srec}, and by December 1951, 
these sums shoutd reach on approvimate total of 8500,000,000, 

Additionally, voluntary giving has made available large sums for the relicf 
and rehabilitation of the war-shattered Jews of Europe, for Jews in desperate 
circumstances in Moslem countries, and for displaced Jews who have come to 
the United States under the DP Iminigration Act. 

The volurtary ald furnished Isracl is, of course, Impressive. But these sums 
have in no wise been sufficient ¢o meet the full costs of receiving, integrating, and 
absorbing Isract's 600,000 newcomers. The major share of these expenditures 
have had to be borne by the people of Isracl themsectves. The average cost of 
transporting, receiving, and integrating a single neweomer ises timated to be 

3 and the total cost for meeting the needs pf 600,000 new immigrants to 
Isracl has been put at $1,500,000,000, 

The bulk of t voluntary sums for afd to Isracl and Jews in distress abroad 
has been raised through the United Jewish Appeal, of which I have had the 
privilege of being the excentive vice chairman since January of this scar. 

Previously, It was my privilege to serve ac director In Europe for some 12 years 
of the work of the joint distribution committee, one of the constituent agencics 
of the United Jewish Appeal. 

It Is from my experience with both the UJA and the JDC that I should like to 
sketch In for you In greater detail the circumstances and events which have 
motivated this outpouring of voluntary American gencrosity. 

I should like, too, to put before you the situation as we sce it at this moment 
and to state why, in my opinion, the problern we aro dealing with gocs far beyond 
both tho responsibilitics and capacities of private voluntary assistance, and invites 
the fullest measure of support from the United States Government, 


1,980,000 SURVIVING JEWS IN EUROPE 


In the spring of 109483, at the time of liberation, the best estimates of the number 
of Jewish survivors In Europe were that some 1,250,000 Jews had survived in all 
the countries of the continent west of the Soviet Union. 

In tno Soviet Union there was known to be about another 125,000 Jews of 
Polish origin, who had fied to the U. 8. 8. R. when the German army marched into 
Poland {n September 1939. 
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The Soviet Union was also believed to contain about 1,500,000 native Jews, 
These, then, made up the approximately 3,000,000 Jews of the Continent, sur- 
vivors of a former Jewish population of 9,000,000 

Following are figures on specific countries: 

oes prewar population of 3,250,000 was reduced to 80,000 by the spring 
° : 

These were the peopte who had survived in hiding—in the forests, where Chey 
fought the Germans 43 guerrillas, or in deep underground bunkers. 

In Hungary, an eetimated 200,000 Jews survived of a H05% paputation of 103,000, 

In Czechoslovakia, about 45,000 remained of a prewar 360,000. 

In Rumania, the 350,000 Jows who remained represented fess than half tho 
prewar Jewish population. 

In Yugoslavia, 14,000 were left of 75,000. 

In Greece, 10,000 remained of a onc-time 75,000, 

Such was the situation in Eastern Europe, where a total of some 800,000 Jews 
remained of a former poputation of 5,000,000. 

In central Europe, only 100,000 Jews remained fn three oceupled countrics: 
Germany, Austria, and Italy. The mafority of these, 75,000, were survivors of 
the concentration cainps, and now found themselves installed by the United 
States and British armies in what became known as displaced-persons camps. 

But, In the larger sense, almost the entire Jewish population of Europe was a 
displaced population—the 350,000 Jews remaining in| Western Europe and the 
804,000 in Eastern Europe, along with tho Jews of the DP camp countries of 
central Europe. : 

The Jews of Poland, sceking to return to their former homes, came back to 
such cities as Warsaw. Walking into the Warsaw ghetto, they found the entire 
area, more than a mile square, reduced to absolute rubble by the Nazis. Not 
even a street post remaincd to tell a survivor where he had once lived. 

Thousands on thousands of Jows everywhere on the Continent now discovered 
that they were the only survivors of (heir immediate familics. T recall a distin- 

ulshed head of the Dutch Jewlsh community, whose family had lived in the 
‘etherlands for generations, who told me that of the 325 male members in 6 
widespread famity group only he and three others had survived. 

In the spring of 1945, if could be said that the majority of the Jewa of Euro 
were displaced sociologically, cconomically, and eplritually as well as physically. 
Their homes and families were gone, their jobs and occupations nonexistent, thelr 
former community tica wiped out. 


THE RESPONSE TO A SITUATION 


In Europe, in the spring of 1945, the vast majority of surviving Jews desired 
just two things: 

First, they wanted framediate kelp to get on their feet again—food, clothing, 
shelter, medical care, and a way (o carn their daily bread. 

Second, hundreds of thousatids of them watted to get out forever. 

They wanted to leave the bitter memories of Europe behind. They wanted 
to leave centurics of ingrained anti-Semitism in Eastern Europe, the rubble of 
tulned homes in many countries, the bloody soil of hated Germany, 

They wanted freedom, and a chance to build new lives. And for most of these 
people, there was but one choice—to go to a land of their own—to Palestine. 

Kut fn 1945—and for many months afterward—the opportunity to leave simply 
did not exist for the vast majority, Palestine, under the British mandate, per- 
mitted the entry of less than 10,000 Jews from Europe and north Africa in all of 
1945. Immigration to the United Statea and other Western Hemisphere countries 
was almost at a standstill. 

There wero two bright spots in an otherwise dark picture. Both had their 
origins in the United States. 

n thts country, an aroused American Jewish community undertook to supply 
hetp to the distressed Jews abroad and to the Jews of Palestine, on a scale never 
before approached. In December 1945, American Jews, who had ralsed about 
$35,000,000 through the United Jewish Appeal during that year, voted to seek 
$100,000,000 for the het 1946. 

mb thelr great credit, they raised $103,000,000 tn that year in an unprecedented 
effort. 

And spurred on by this auecess and the rapld of developments ebroad, 
they went on to raise even greater sums in 1947, 1948, and 1949. 

Meanwhile, our own Government not only began to assist diaptaced persons 
in Europe’s occupied zones, but expressed deep concern that some solution be 
found for the DP problem. , 
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In line with this concern, in June 1945, President Truman directed Mr. Earl 
C. Uarrison, then the American member of the Inter-Goverumental Committee 
on Refugees, to make a survey of displaced persons in Kurope, with particular 
Pag tu the problems, necds and views of Jewish refugees in Germany and 

ustris. 

At the invitation of the State Department, [had the honor of being associated 
with Mr. Harcison on this mission. 


MR. HARRISON'S RECOMMENDATION—-100,000 CERTIFICATES FOR PALESTINE 


I shall not go into the details of the Harzison report, which was released by 
the White House in September 1915. 

But Mr. Harrison's principal recommendations, made after visiting every 
important DP center in Germany and Austria, were: 

t’ That the British Government, as the mandatory power In Palestine, zrant 
a request of the Jewish Agency for Palestine that 100, certificates of immigra- 
tion be made available finmediately so that displaced Jews, particularly in 
Germany and Austria, might finmigrate there. 

2. That the United States should, under existing immigration laws, permit a 
reasonable number of displaced: persons (o come to this country. 

The Harrison report was received in some quarters as visionary and unrealistic. 
It was argtcd that Palestine, with a Jewish population of barely 600,000, could 
not possibly accept 100,000 newcomers ina matter of a year or more. 

It fs worth recalling these arguments, because in the light of what has subse- 
quently happened the proposal for 100,000 immigrants now seems modest indeed. 

Ju the fast 6 months alone, in Isract today, 130,000 iminigrants were brought in 
under conditlons far more trying than were entailed in the removal of the DP's 
from central Europe. 

In the spring of 1916, there came a second recommendation that 100,000 Jews 
be admitted from the DP areas to Palestine. 

This was contained in the report of the Snglo- American Committee of Inquiry, 
established by the Goveruments of the United States and the United Kingdon, to 
examine the conditions in Palestine as they bore on Jewish inunigration, and the 
position of Europe's Jewish victiins of Nazi perecution. 

Theze recommendations for 100,000 certificates, as the members of this com- 
mittee are aware, were not acted upon by Creat Britain. 

And now the years 1946, and 1947, saw the position of the surviving Jews of 
central and castern Europe reduced to one of despatr. 

The joy of liberation, the renewed hope for a future of freedom and opportunity, 
were slowly throttled by cach passing day in which it became plain that there was 
to be no Imimiediate solution for their problerns, 

My own organtzation, the Joint Distribution Committce, was actively engaged 
at the titne Inspec be the physical rehabititation of Europe's Jewish survivors. 
With funds provided by Atnerican Jews through the United Jewish Appeal, and 
by other world Jewish communities, we spent $25,490,000 in 1945, then $54,500,000 
in 1916, and $73,310,000 in 1917, 

But while we could give the people bread, care and trafning, we could not 
give most of them what they wanted most—a home. 

Meanwhile, the need for a home was given new cinphasis by critical develop- 
ments in castern Europe. 

In the soring of 1046, and all through 1047, tens of thousands of Jews began to 
fice eastern Europe Into the DP camps of Germany, Austria, and Italy. They 
pa over the borders of Poland, Czcchoslovakis, Hungary, and Rumania. 

helr immediate goal was sanctuary under the American flag—but their real goal 
was to reach Palestine. 


THE EXODUS FROM EASTERN ECROPE 


Who were these people and what inspired them to leave? 

They were mainly olish and Rumanian Jews, who had fied during the war 
years to the Soviet Union. Although the U.S. S. R. offered them citizenship if 
they chose to remain In Russias, practically the entire group decided that life in 
a Communist country was not for them. 

At the war's end they returned to Poland—or Rumania—wsith the initial 
thought of trving to discover what was left of theiz homes and families. And 
in the backs of their minds was the second thought that they would try to leave 
these countries for Palestine. 
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Then, tn Poland, on July 4, 1946, Just as thousands of Jowlsh returnees from 
the U.S. 8. R. wero arriving in that countey, there occurred a pogroin in tho city 
of Kiclee. Somo 36 Jows were killed by the Fascist underground, which pursued 
& policy of anti-Semitism as a means of embarrassing the new governinent, 

hat event served asa signal for the beginning of a great Jewish exodus to tho 
west, in the hopes of reaching a land that might serve as a stopping-off place on 
the road to Palestine. 

After thetr bitter experiences during the Hitler perfod, these people were 
determined not to take up their lives again in lands where anti-Semitism still 
prevailed, and the risk of (urther persecution was real, 

And so, the returned Jews, joined by others, fled from Poland, Rumanta, and 
bat pa In a matter of months, tho DP camp population of central Europe 
swelled from 100,000 to a peak of 250,000. 

_ In addition, tens of thousands of {1's mado their way Into varlous western 
European countrica, where they did not tive In camps—but were permitted to 
stay, largely on the guaranty of the Joint Distribution Committee that they 
would not beeoine public charges, 

Thus, by the end of 1916, by a strict definition of the term “dicplaced persons”, 
there was in central and western Europe a total of 366,000 Jewish D)'s, 


THE EFFORT TO REACH PALESTINE 


The touger these displaced persons remained in the DP camps, tho greater 
grow their itrapatt of ever reaching Palestine. 

In 1046 and 1047, the mounting pressure of this despalr caused thousands to 
try to mako their way to Palestine by unoflicial means. Some got through. 
But even greater numbers were turned back by the British authorities, and 
detained on the island of Cyprus, 

Thus, for 50,000 Jews, turned back to Cyprus, the concentration cainp and the 
DP camp gave way to the detention camp. 

T shall not go into the events which ted to the outbreak of hostilities in Tsract 
{n the spring of 1018. These are undoubtedly known to this committes, 

But f do wish to emphasize that the defending army of Jeracl, fighting off the 
invasion of seven Arab powers, was fully conscious of the fact that they were not 
only Behting for thomselvces—~they were fighting as well for their brother Jews 
on Cyprua, In the DP camps, in Poland, Bulgaria, Rumania and other lands, 

They were fighting for tho right of their fathers, mothers, brothers, and sisters 
to come and live with them. 


ISRAEL'S OPEN OATE POLICY 


The spring and summer of 1048 marked the turning point for those Jews who 
wished to leave Euro 

Our own country, tho United States, enacted the first DP immigration legisla- 
tion Ih July 1048, and by October, qualified Jewish refugees, along with non- 
Jewish DP's an to em pete from the camps to this country. 

But the ch opportunity for Jewlsh DP immigration was provided by tho 
newly established and independent State of Isracl. The gatos once closed, were 
now thrown wide open. : 

In June, a boatload of 660 DP’s, the first to srilrate with Isract! visas, sallod 
from Marseille. September saw nearly 11,000 sail. And, in December 1948, 
nearly 24,000 DP’s entered Isracl—moro immigrants in a single month than the 
British mandatory power had permitted for the entire year of 1047. 

The following table will give some idea of how immigration, officially held at a 


trickle of 1,500 monthly before May 14, 1948, inc to a flood after that date: 
Immigration to Israel, May 16, 1948-June $0, 195! 

May 15 to Doe, 81, 1948... 2.2.22. one eee peaescacee aks 101, 622 

1040........ Ségaedeoeded Sek soce desis aedets de ccacecwueceteuciss 243, 538 

1080. cicowcs cece t ease; Seances Saece oteseecd Swish See cea sin gages -- 169, 403 

January to June 1951.........-...-..-- sGtWeiwceSdssoe cde Saasewes 128, 000 

Total... 2... .2cenene essences nee acepeneenceeneeeenerenes 642, 563 


The Jewish population of Israel, which numbered 655,000 in May 1948, stood 
nearly doubled by the end of December 1950, {Increasing to more than 1,203,000, 
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TUK EFFECTS OF ISRAEL'S IMMIGHATION POLICY 


Many ftimportant developments have followed in the wake of the opening of 
Isracl’s doors (o large-scale fiinigration. 

First, the number of Jewish DD's in Germany, Austria and Tlaty has been 
reduced from a high of 250,000 ersuns to (he present population of 31,000 persons, 
(Tho total Jewish number of DP’s who passed through the camps was, of course, 
greater (hau 240,000.) 

Some of the Jewish DI’s were admitted to countries other than Israch Thus, 
since the passage of the United States Displaced Persons Inimigration Act tn 
1918, 51,000 Jewish DI's have come to this country. Several thousand have 

one to other Western Hemisphere ands. [ut at least £50,000 Jewish DI"'s 
ave gone tu Esracl. ‘The problein of the Jewish displaced persons could not have 
been solved without (he help of Che State of Jsracl. 

This departure of DP's from Central Europe had two important results. Tt 
gteatly cased the task of (ho United States Army of Occupation, and it saved 
millions of dollars for the Atncrican taxpayer. 

Meanwhile, a second development of importance was that the greater part of tho 
Jewish populations in certain East European countries was moved to [sracl. 

Thus, 37,500 Jews of Bulgaria have been evacuated out of a one-time Jewish 
population of 43,000. Of Yugoslavia’s 14,000 Jews in 1945, fess than 1,000 
reinain. A total of 105,000 Jews of Polish origin, both from the DP camps and 
Poland, were moved. Today, Poland has less than 40,000 Jews. 

Also, 100,000 Jows have been moved from Murnania, about 25,000 from Hungary 
and some 20,000 froin Czechoslovakia, 

A thied development of great sigaificance began to be apparent in 1949, 

It arose out of the Isracl-Arab war which created a difficult situation for Jews 
living in the Moslem countries. 

In 3019, about 850,000 Jews tived in Arab-Mostem lands in north Africa and 
tho Near East, Including Morocco, Libya, Tunisia, Egypt, Turkey, Lebanon, 
Syria, Yemen, Iraq, and fran. 

In several of these countries, the situation of the Jew becamo a desperate onc, 
Jews have lived in these lands for centuries, but fn most of these countrics they 
have been second-class citizens, the poorest of the poor, with fewest rights and 

rivileges, Now, Arab anger at the defcats in Ixracl was vented on Jewish popu- 
ations in these lands. 

linincdiately, the need and the desire to emigrate to Teracl became the dominant 
factor fn the lives of these Jews, just as it had n for the Jews in the DP camps. 

Following an inercase in oppreasive measures in Yemen, thousands of Jews began, 
in $049, to pour into Aden, a British protectorate at the tip of the Arabian Penin- 
sula, in the hope of emigrating to [sracl. 

Their fervor was Bibtical—for these were Jews who for 2,000 ycars had treasured 
the Libtical prophecy of their return to Tsracl. 

“ET will bring thy seed from the East, and gather thee from the West; I will say 
to the North, give up and to the South, keep not back; bring my sons froin far, 
and iny daughters from tho ends of the carth,”’—ITsaiah xiii: 5, 6. 

To meet this cmergency situation, American Jews, in 19419 and 1950, made 
po the air-cvacuation to Israel from Aden, a matter of 1,600 alr-miles, ut 

,000 Jews— the entire Jewlsh community of Yetnen, This great airlift, known 
i i eration Magte Carpet, remains ono of the most dramatic mass migrations in 
all history. 

A second, and equally dramatic, alr evacuation has just been comp!cted—this 
time from hin} 

By deerce of the Iraq Parliament, just over a year ago, all Jews in that country 
were advised that emigration to Isracl would be permitted only for a period of a 
year. (The time limit was later extended to 14 months.) 

leas Jews, desperate under the mounting difficulties of living in that country 
chose to leave by the thousands. In 14 months, American Jewish funds furnished 
pirouch tne United Jewish Appeal mado it possible to remove 106,000 Jews by air 
from Baghdad. Several thousand others, who had escapted to Tehran, in Iran, 
were also moved out. Today, all but 20,000 Jews are gone froin Iraq. 

A tense situation in Egypt, in 1948 and 1949, caused 15,000 Jewa to leave for 
Isracl. Approximatcly 80,000 have emigrated from Moroceo, Tunisia, Libya, 
Algeria, and other Arab countries. Some 14,000 Jews have gone from Turkey to 

sracl, 

In all, more than 300,000 Jews from Moslem countries have arrived in Israel 
since May 15, 1918. And the pressure to leave is atill great In several arcas. 
notably Iran, where 60,000 Jews are now walting to go. 
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The fourth effect following out of this vast fumigration was on the life of Isract 


itself, 
TUE EFFECT OF IMMIGRATION ON ISRAEL 


The doubling of the population in 3 vears of any country, no matter how great 
its resources, would severely dissupt the normal life of that land. 

fn Isract, just emerging from its bitterly fought war of independence, short of 
of housing, ifs majer resources still undeveloped, its energies simultaneously 
geared to the problems of defense and economic expansion along with imiuigra- 
tion, there was bound to be the mast drastic sort of dislocation. 
sa shall leave it (@ others to describe the full effect of Uhis inmmigration on fsracl's 
ife. 

As can be surmised, that effect bas been drastic. Each new wave of im- 
Migration has contributed to shortages in the way of food, housing, and all (he 
facilitics that go to make up normal life in a civilized country. 

Every 30,000 ininigrants coiling into Israel today, means that 300 tons of 
wheat monthly niust be inported from abroad to feed them, 

Shelter is required-- shelter in the form of the simplest improvement beyond 
an immigratlon camp tent-—a one-room fut, & wooden prefabricated house, a 
stinple conerete building. 

Such shetter is being provided at a very speedy rate, yet not ata rate fast 
enough to care for alt the neweomers. At this moment more than 100,000 new 
immigrants still Hve in tents. And many before them lived in tents for months. 

New cities and villages must be built, new schoots pravided. new roads, new 
farmlands, new water facililics, and new economic opportunitics. 

What has made the burden of absorption and integration even more dificult 
is that the majority of newcomers have come into Isracl with Httle more than the 
clothes on their backs. 

The costs of this process of absorption are so vast (hat even the best efforts of 
the American Jewish community have not been able to meet them. Tastead, 
they have been shared by the Jews of fsracl and dhe Jews of America, with the 
people of Esracl bearing the inajor burden of these casts. 

In the year 1950, Isract received approvimately $60,000,000 in atd through the 
agcneics of the United Jowish Appeal. Meanwhile, about another $20,000,000 
was furnished by various other American organizations raising funda in this 
pouty for Isracl. Certain additional (ands were derived from other free coun- 

rics, 

Meanwhile, in the budget vear of 1950, the Government of faracl Utself allocated 
and spent an additional sum—representing $150,000,000--for the housing, em- 
ployment and agricultural settlement of neweomers. 

hese funds—roughly twice as much as was contributed to [srael from voluntary 
sources—were realized only at tho cost of heavy sacrifice on the part of Esract’s 
nC. . 

tf should be understood that since the State of Taracl has come into being 
enormous strides have been made in the direction of increasing both agricultural 
and industrial production, 

Nevertheless, extreme rationing, extreme ceonomy, beeamo and are the by- 
words of Isracl. - The country, ita evports far below its necessary imports, sulfers 
from a severe shortage of dlollara nected to buy goods in the world market. Life 
is austere, and promises to be austere for many years to come. 


TENAE SITUATIONS ATILL 


Since imtnigration {is obviousty the key to Isracl’s current economic ditficultics 
—then why docs tho country perstat in adinilting vast munbers of immigrants? 

The people of Taracl answer: “If there had been a Stato of laracl during the 
Hitler years, 6 million Jowa would not have dicd for lack of a haven.” 

Eventa aince the founding of Istacl bear out thelr answer, When danger 
threatened tho Jews of Yemen, and of Iraq, thoy were saved. 

In tho last 3 years, ono critical situation for Jows after another has been met 
by TIsraci’s open coors, 

Tho Jews of laracl aro very much awaro that tho time of crisis for Jews in many 
lands has not passed. 

In Eastern Kuropo—in two cauntries which constitute great reservoirs of remain. 
ink Jewish populations—critical situations still exist, These dro Rumania and 

lingary. 

In the increasing effort by the Governments of Rumania and Hungary to con- 
solidate their countries along purely Communist lines, the position of thelr 
romaining Jows has deterlorated gravely. 
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Jews--oneos tho middle class in those countries have been subjected to all 
restrictions diiposed upon Che middle ehis. ‘Phe bulk of the 300,000 Jews in 
Rumania, and the 130,000 Jews in Mungary, tind theavelses with tittle oppar- 
tunity to work, with little chance to send their children to iuiser:ities, with title 
hope for the future. "Their communat institutions - hospitals, children's homes, 
RN eee homes, have been nationalized. 

At this moment, Hungary ic removing from the cities what it terms “non. 
productive” elements and is taraing over the tiving quarters of these people to 
workers moved in from the country. 

The Jews of Hungary are inainly an overaged group - 30 pereent of them are 
more thau 50 vears of age, and mest of these are elderly widews. ‘Tho Nazis kitted 
olf the young, and est of the men. ‘These people fave boo largebly supported 
by relief provided by the Joint Distribution Committee. 

‘roday, these elderly people are being moved out to jolated) villages —-eut off 
from hetp, and with fitele chance of being able to help thenpsetves. 

Hungary bas permitted retativety few Jews ¢o tease for Israel; but the Gavern- 
ment of [stacl is making frantic etforts toget the Lungarian Government te perinit 
these “oonproddetive’ peaple to be moved to Israel ‘The Jews of braced will 
tako them in, and the American Jewish conumupity will do its beet to provide Cuadls 
for their immigration, 

Rumania is a sainewhat different story. 

Tho Ramanian Government permits emigration -betweert 4,000) and 8,000 
persons (0 Isracha month. 

The peopte of Isract fect that ne effort nist be spared ta makes possible the cone 
tintiance ut this immigration, ‘omeorrow may be toa fate. 


THE SITUATION IN TRAN 


Meanwhile, there is Iran--at this moment a country of grave concerts to the 
ontire Western World, 

It is ato a country of grave concern to the Jews of Israel. 

Tran had the distinction of being a Mostem country whieh did not declare war 
on Ssrack Ie accorded Israel de facto recognition and maintained a consulate 
general fu Jerusatem. 

But the riso of Mostem and Nationalist sentiment in Tran eaused the present 
Iranian Government to close its consulate it Isracl as of July 7. 

Some 80,000 Jews divellin Tran. ‘The Araty News Ageney recently has reported 
from Damascus that Tran is about to announce the “compulsory repatriation” of 
all her Jews to Usrael. 

tsracl, then, is faved with the prospect that just as it evacuated the Jows of 
Yeren and Iraq, it now may have to evacuate the Jews of Tran. 


MORE THAN WW, IN 1951 


At the beginning of 1951, Isracl's immigration authorities estimated that 
at least £80,000 Jews would have to be brought into thefeauntry. Ata mani- 
miutin, they expected Chey tight have to aceept 200,000, kyawing very well what 
additional strain this inunigration would impose on the tank 

But the pressures (o cmigrate have been even greater thamanticipated. Tn the 
first G months of this vear, 130,000 entered. | ‘That the number of 200,000 will be 
eveveded Is almost certain, The number, depending upon the pressures which 
may develop in the nevt months, may rise to 225,000-- perhaps to more than 
250,000. 

ISRAEL WAS SAVED LIVES 


In tho Hight of the clreumstanovs Just placed before you, it is olivious, DP betieve, 
that Isracl cannot micet the problems which face her, alone. 

What is apparent, too, [ believe, is that Tsracl should not be asked by the free 
workd to meet these problems hy herself. 

The history of Tsract in its three brief years represents a notable advance for 
democracy. 

Tho State of [sract has shawn itself to be a true democracy ina critleal part of 
the world-——which fu itself should continue to evoke, | betleve, fullest: American 
syinpathy and support, 

Tut over and above these things stands one fact about Israel which T feel 
merita her the fullest assistance by our own country, 

Isracl, today, stands as one of the most geatifving and heartening ventures in 
our troubled tines in the area of saving lives, 
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Isracl, today, represents a guarantco of hope to a vast body of distressed people 
—to the Jows of Fastern Europe andthe Arab world. 

Taracl, today, represents a realistic and inspiring solution to the age-old prob- 
lems of anti-semitism and anti-Jowish hatred. 

Taracl has already saved 640,000 lives in three shart years. Its agenda calls for 
saving 600,000 more lives In its second 3 years, 

Each lifo already saved, cach life to be saved, represents a recruit to the building 
of democracy and a better world. ; 

The best interests of our Government—world leader of the democratic tdeal, 
champlon of huntan life and dignity throughout its entire history—will be well 
ecrved by aiding Isracl to attain {ts prograin for the future. 

Dr. Scuwartz. Thero are two dates in modern Jewish life which 
rovide an amazing contrast. in human history. These two dates are 
fay 1045, when tho war in Europe came to an end and when Germany 

surrendered unconditionally to the Allied armies, and May 1948, when 
tho State of Isracl was proclaimed as an independent republic. 

Vhat was revealed at tho end of the war in May of 19457) Tho 
world was confronted with the fact that 6,000,000 Jews in all parts of 
Europe had perished at the hands of Hitler and his cohorts. More 
than that, those few who did survive the Nazi holocaust were living 
ghosts; every one of them was a symbol of human suffering and a 
miracle of human survival. 

In Poland, for example, wo found that whereas before the war thero 
was in that country a Jewish population of 3,250,000, at the end of the 
war, in May of 1945, only 80,000 survived. Those who survived 
came from the forests, where they fought the Hitler forces as guerrillas. 
Thoy came from the bunkers which were built deep in the carth, and 
they were the remnant of tho heroic warriors of the Warsaw ghetto, 
who stayed to tho end in order to defend their dignity and their lives, 
and ce through the sewers of Warsaw when opposition was no longer 

ible. 

Ph Germany, which before the war had a Jowish population of 
600,000, constituting a prosperous dignified, selesnp rting com- 
munity, there was loft at the end of tho war only a hand Mot Jows, and 
most of thoso were in displaced persons camps that were managed 
and conducted by the American and’ tho British Armics. Only a 
handful of German Jews managed to survive, and they were tho 
old and the sick and the weak, whom the Nazis had not had time to 
send to the crematorium, ; 

And what was true of Poland and of Germany was true of overy 

country in Europe. For example, Hungary, which beforo tho war 
had a Jewish population of somo 400,000, had 200,000 survivors 
after the war. Czechoslovakia, which had a Jewish population of 
360,000 before the war, came out of tho war with 45,000 survivors. 
Rumania, with a prowar population of 800,000 Jews, came out of the 
war with 350,000. Yugoslavia, which numbered 75,000 Jows before 
tho war, ended tho war with a Jowish population of 14,000. And 
Greeco, which had a prowar Jewish population of 75,000 camo out 
of the war with a population of less than 10,000. 
__ Those were tho ravages which Hitler brought to the Jowish popula- 
tion of Europe. In summing up, we find that in all of Eastern Europo 
weat of the Soviet Union which before the war had a Jowish population 
of 5,000,000, only 800,000 wero left at the end of thd war. : 

But the destruction wrought by Hitler didn’t stop oven there; it 

netrated even into the Weet. In Belgium, which before tho war 
ad a Jewish population of some 85,000, 30,000 wero left at the end 
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of the war, Holland, with a population of 90,000, ended the war 
with only 35,000 survivors. 

Mr. Jupp, Were the people killed in those countries? 

Dr. Scnwantz. This ts a reduetion of people by the Germans who 
sent them to the extermination centers and in crematoria, 

ae Jepy, ‘They weren't killed in those countries; they were taken 
oul’ 

Dr. Serowantz. They were taken out and killed in concentration 
camps about which | will speak, And even France, not all of which 
was oceupied for the full fonygtih of the war, which before the war 
had a prewar Jewish population of 300,000, ended the war with half 
of the population deported, exterminated, never to return. 

The end of the war brought: American editors and correspondents 
to such places as Buchenwald, Dachau, Bernen-Belsen, Auschwitz, 

and other camps then unknown but now infamous. 

Mr. Javits. I would like to point out that our chairman as well 
as Mr. Vorys, one of the senior members of our committee, visited 
certain of those extermination camps shortly after our forces liberated 
them. : 

Chairman Ricnaros. It was more terrible than anything I had 
ever seen, 

Mr. Vonys. And we saw the fow who got out, with the numbers 
on their wrists. 

De. Scuwanrtz, And then it was revealed to the world that these 
laces, many of them, wero death factories, and millions of people 
iad been systematically put to death in them. Tho able-bodied 
were sent away to labor camps and worked on starvation diets as 

long as thoy had strength in their bodies. And after that, they too 
were sent to the crematoria, from which there was no return, 

Thoso who at tho war's end were left were entirely without roots. 
They had no families, no homes, no occupations, There were tens 
of thousands of children who had had no schooling during the entire 
period of the war, which in most cases meant that. they Trad had no 
schooling at all, because thoy were too young to go to school when 
the war broko out. They had received no training of any kind, 

Thero wero thousands upon thousands of full orphans—both 
father and mother had been done away with. Thero were other 
thousands of half-orphans, and in many cases these were separated 
by the circumstances of war from the one surviving parent, 

To anyone who looked into tho tragic faco or curope’s Jewish 
survivors, as I did, and who talked to them, it became obvious that 
thoy wanted but two things: They wanted immediate help in the form 
of food, clothing, and medical care, and second, they wanted » homo 
of their own, Thoy wanted to leave tho bitter memories of Kuropo 
behind forever, Thoy wanted to leave conturics of ingrained anti- 
Semitism in Eastern Europe, the rubblo of ruined homes and broken 
familics, the bloody soil of what to them had becomo hated Qermany, 
They wanted freedom and a chance to build new lives. 

Woe, the organized Jowish communities in the United States, could 
givo them and did give them one of the things thoy wanted—immedi- 
ato help in getting on their feet. In the first 24% years of the postwar 
era, tho American Joint Distribution Committee alone spent moro 
than $160 million in bringing urgent relief to the shattered remnant 
that managed to survive. But whilo we could give them bread and 
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care and training, we could not give them what they wanted most, a 
home. ‘There were two main reasons for this: Immigration to most 
countries had been halted by the war, and the policy of the British 
Government, which at that time was the mandatory government in 
Palestine, prevented the sending of any significent numbers of sur- 
viving Jews to that country. 

Meanwhile, tho need for a home was given even greater emphasis 
by critical developments in Eastern Europe. On July 4, 1946, a 
pogrom took place in the town of Kielce, Poland, in which 36 Jews lost 
their lives. This was an unprovoked and an unexpected attack. 
Those few Jews who survived and those few who managed to come 
back from places of exile and deportation, had hoped that the pogrom 
period had been left behind forever. But now they were faced with 
this new outbreak of hatred and anti-Semitism. Thus, this pogrom 
in Kielce in July 1946 was tho signal for 100,000 Polish Jews—Jews 
who had just returned from tho U.S. S. R. to which they had fled 
during the war, and Jews who had survived in Poland proper—to pick 
up their meager belongings and to start walking. 

They began walking across fields, across mountains and rivers and 
streams, with passports and without passports, with permission and 
without permission, with documents and without documents. Thoy 
were headed, in tho first place, for the protection of the American fla 
in the American zone of Germany. But this was only a stopping-o 
place on the road to their ultimate goal, to what they considered to be 
their home—Palestine. 

And be it said to the credit of the American Army and to the glory 
of the American Government that they opened the gates wide to these 
refugees, took them in, gave them welcome, and granted them haven 
and refuge until they could continuo their journey. ‘ 

What happened in postwar Poland was repeated in Rumania and 
in Hungary. As a result, additional tens of thousands of people 
broke out of those countries and came into the American zones of 
occupied Europe. And as a result of this mass exodus, the Jewish 
population in the camps increased from Some 80,000 in 1945 to about 
250,000 in the middle and end of 1946. 

in the meantime, efforts were being made in many quarters to secure 

& home for these homeless people, to secure somo kind of constructive 
solution to the problem of their homelessness. Such efforts were 
being made right here in the United States. The President of tho 
United States designated Mr. Earl G. Harrison, of Philadelphia, 
then the American member of the Intergoverntnental Committeo on 
Refugees, to undertake a mission to investigate the condition and the 
status of Jews in the displaced persons camps and to submit to him 
his findings and recommendations. . 
- At the invitation of the State Department, I had the honor and 
the privilege of being associated with Mr. Harrison on this mission. 
And one of the recommendations which Mr. Harrison brought. back, 
the principal recommendation, was that immediate steps be taken to 
permit 100,000 displaced Jews to immigrate to Palestine, thereby 
relieving the pressure on the camps in Germany, thereby relieving 
the American Army of a heavy responsibility, and thereby making 
it possible to begin to realize a constructive solution for this problem 
of displaced persons. 
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A similar recommendation came out of the Anglo-American Com- 
mission on Inquiry, which met in Washington, then went to Europe, 
and finally met in Palestine. They recommended also that 100,000 
certificates be distributed to the displaced persons in the camps in 
order to help bring about a solution to a grave problem. Also, in 
1945, this very committee, and the Congress of the United States, 
passed a resolution calling for the opening of Palestine to Jewish im- 
mnigration. But all of these efforts led to nothing because the policy 
of the mandatory government continued to maintain that it was im- 
possible to liberalize the restrictive immigration policies which were 
then in practice. 

In 1945 the total immigration of Jews to Palestine was less than 
10,000. In 1947, 2 years and more after the end of the war, 1,500 
immigration certificates a month were distributed by the mandatory 
government. Thus, 18,000 people a year came into Palestine, and I 
would like to call your attention to the fact that the birth rate in the 
DP camps was greater than 1,500 monthly. So, limited immigration 
was no solution to the problem of emptying the displaced persons 


camps. 

With each passing day, the position of the Jews in the camps and 
out of the camps, of the Jews in Eastern Europe and other areas, was 
becoming more and more desperate and more and more intolerable, 
and efforts were then made to find other ways of getting to Palestine. 
Many thousands embarked on what was then called “illegal’’ immigra- 
tion. A few managed to get through, but the great majority were 
stopped by the British, sent to Cyprus, and then they became, not 
inmates of concentration camps or of Displaced Persons camps, but 
inmates of detention centers. They found themselves surrounded by 
barbed wire, crowded into quonset huts, and without sufficient water 
or any of the essentials that are heceeety: to dignified human living. 

Within a very short time, 50,000 Jewish refugees were crowded into 
the Cyprus camps under the most intolerable conditions. And one 
ship, the Bzodus~-1947, was even sent back to Germany by the British 
authorities. This was the situation which prevailed until 1948. 

J will not go into the events which led to the outbreak of hostilities 
in Palestine in 1948. These are well known to this committee. But 
I would like to make this statement: The young men and women of 
Israel who were defending the infant state against the combined forces 
_ of the neighboring Arab states and ‘against overwhelming odds, were 
fully conscious of the fact that they were fighting not only for them- 
selves but for their brother Jews on Cyprus, in the DP camps in Poland, 
Bulgaria, Rumania, Hungary, and other lands. They were fighting 
for tho rights of their fathers, mothers, brothers, and sisters to come 
and live with them; and it was that, I believe, which gave them the 
courage to accomplish and to achieve all those heroic deeds for which 
they were responsible during Israel’s bitter struggle for independence. 

With the establishment of the State of Isracl in May 1948, the 
situation took a chango for the better almost immediately, and the 
first ships with displaced penols and with refugees from all over the 
world began to arrive in the post of Haifa. The first ship left short] 
after the war began, and some 650 immigrants arrived. In the mont 
of December 1948 alone, 24,000 Jews, most of them from Cyprus 
and the displaced persons camps in Europe, arrived in Israel—more 
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immigrants in a single month than arrived in the entire year of 1947 
under the British mandate. 

As a result of this policy and as a result of the American policy as 
expressed in the DP Act, which was enacted in July HOES and made 
possible DP immigration to this country, the DP camps were almost 
empticd of their Jewish inmates. At the present time there are only 
31,000 Jows left in the DP camps of Germany, Austria, and Italy, 
and most of them are waiting for the opportunity to come either ta 
the United States or (o go to Israel. 

But Israel’s open-gate policy accomplished more than emptying 
the DP camps. It was a stroke of good fortune for hundreds of 
thousands of men, women and children that tho State of Isracl was 
proclaimed when tt was. Beeause in the summer of 1948 the crisis 
in Eastern Europe, particularly as Jews were concerned, deepened. 

The Communist policy of crashing the middle class, of expropri- 
ating private property, of blocking bank balances, and of nationalizing 
private enterprise, hit the Jews much more severely than other 
sections of the population, beeause the Jews constituted an urban 
population in East European countries where 90 to 95 percent of 
the people were engaged in agriculture or were peasants. As an 
urban group, Jews constituted the backbone of the middle class, aru 
the wrath and fury of the Communist governments were vented 
against the middlo class. The members of the middlo class—and 
therefore the Jews—were crushed; they were impoverished; they were 
imprisoned; they were subjected to discriminations of every descrip- 
tion, 

And with this policy of economic discrimination, of being deprived 
of the possibility of carning a livelihood, there came also a deprivation 
of religious freedom and of cultural freedom. As a result of all theso 
dovelopments, a great urge arose among theso people to emigrate as 
soon as possible, to go to a country where they could tive a tifo of 
freedom with a measuro of security for themselves ond. their families. 

And so thousands upon thousands of Jows from all parts of Eastern 
Europe began to march toward Israel, with tho result that Bulgaria 
has less than 5,000 Jews left today; there were 45,000 Jows there at 
the end of the war. Yugoslavia has only 4,000 Jows left out of somo 
14,000 when tho war ended. Poland has less than 40,000 Jows left, in 
& country which onco numbored three and s quarter million and 
which after the war—when Polish Jows returned from tho U.S.S.R.— 
had more than 200,000. Czechoslovakia has less than 15,000 Jews 
today, out of a population at the end of the war of some 45,000. 

This great exodus of Jews from Eastern Europo could never have 
taken place without the establishment of tho Stato of Israel. And, as 
a result, as Mr. Lipsky has stated to you, within a period of somo 
3 years, the Jowish population of Isracl has increased by some 642,000 
through immigration, thereby doubling tho population 

Now, I will not claborate on what Israel's immigration policy has 
meant to the country from an economic point of view; I will leavo that 
to Mr. Nathan, who is much moro competent in economio matters. 
But it has meant austerity; it has meant hardship; it has meant a 
lower standard of living;it has meant deprivation of all kinds for the 
peoploin Ierael, And while wo, the Jews of the United States, through 
he United Jewish Appeal, have made every effort through voluntary 
contributions to deal with this great and overwhelming problem, wo 
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have become convinced, despite everything that we have done—and I 
believe that. we have done a magnificant job, unequaled in the history 
of private philanthropy—that the problem is too great to be handled 
through voluntary giving alone. In five years, more than $600 mil- 
lion lins been contri pate for the relief of dews overseas and for help to 
Isracl in (aking care of the neweomers who were flooding the country; 
$600 million has been raised through an all-vengerannid effort on the 
part of the onanized Jewish communities of the United States. 

But tho fact of the matter is that, despite all of these great efforts 
and despite all of the hard work and sacrifice on the part of American 
Jews, the problem has been, as we soon became convinced, too great 
to be handled through philanthropy alono and that governmental and 
intengovernmental aid and assistance are necessary in the time that 
American Jews have contributed $600 million for overseas and Isracl 
aid. Tho peoplo of Isracl have contributed an even greater amount 
for immigrant aid out of their carnings, out of their savings, and by 
depriving themselves of (he necessities of life, 

ret, oven tho combined sacrifice on tho part of the population of 
Israel and tho generous giving on the part of the Jews of the United 
States has not ee ablo to solve the great economic burden of Isracl’s 
immigration. In 3 years, more than 600,000 people have been 
saved—saved beenuse they had no future in the countries in which 
they lived. In the next 3 years, it is the purpose of the Government 
of Isracl to save another 660,000 pcoplo. 

Whero aro those people coming from? Most of them will come 
from Rumania and Hungary, which represent a reservoir of somo 
600,000 Jews oven today. Some of them will come from the countries 
of the Middlo Enst, from the Moslem countries, from countries like 
Tran, where thero is great tension today and where the Jewish popu- 
lation feels insecure, You are acquainted with the great movement. 
which has ovacuated almost the entire Jewish population, numbering 
50,000, of tho country of Yemen, and, more recently, that great 
human undertaking, tho saving of 106,000 Jows who were practically 
expelled from Irag. These people were flown out of Yemen and Iraq 
and brought into Isracl because that was their only hope and that was 
their only chanco of survival. 

These miracles which have been accomplished in the years which 
havo just passed must bo repeated in the years that are ahead of us. 
In order to do that_and in order to accomplish this great task of saving 
human lives, the Government of Isracl must have help from outside 
sources, 

Tho establishment of the State of Isracl has brought about many 
great and fine achiovements, It has brought democracy into a 
corner of tho world whero democracy was unknown; it has brought 
into being a country where the people believe in free institutions, 
freedom of worship, in a free press and in free speech—all ideals to 
which American democracy has been devoted. 

But it seems to mo that the greatest and tho most glorious achieve- 
ment of all on tho part of Teracl hae been its contribution in tho saving 
of lives. In recent. times, too many lives have been destroyed; too 
many people have perished needlessly; too many people have been 
the victims of a policy of anti-Semitism and anti-Jewish hatred. 

In tho brief period of time in which Isracl has been in existence, 
some 640,000 people were saved from that kind of existence and from 
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that kind of fato. It is our hopo that, with the help and the under- 
standing and the sympathy of the American Government, an addi- 
tional 600,000 will be rescued in the immedinte years ta come. 

Thank vou. 

Chairman Ricrarps. Thank you, Dr. Schwartz. 

The next witness is Mr. Robert Nathan. Mr, Nathan whom do 
you represent? + 


STATEMENT OF MR. ROBERT NATHAN, REPRESENTING THE 
AMERICAN ZIONIST COUNCIL 


Mr. Natuan. [have been asked (o appear here, Mr. Chairman, 
for the Amoriecan Zionist Council. 

Chairman Rictarps, Have you a prepared statement? 

Mr. Natuan. No; I have not, sir. 1 just flow in from Minnesota 
this afternoon. If I may, I would liko to speak extemporancously. 

May I just state briefly that my work is that of a consulting econo- 
mist. In 1944 and 1945, [ went to Palestine to direct a study on the 
economic potentials of the country. ‘Mat resulled in a book, of 
which I was coauthor, entitled “Palestine, Problem and Promise,” 
outlining the progress, current conditions, and the prospects there. 
More recently, I have spent some time as economic adviser to the 
Jowish Agency for Palestine, and in that capacity T have registered 
with the Justice Department, in their foreign agent registry, on behalf 
of that organization. 

Mr. Vorys. Beforo that, you were with the Government, and it 
seems to me you debated up at Williams College one time, dids't you? 

Mr. Natuan. With Congressman Vorys, yes, sir. We had a good 
time, TI have had great respect for the Congressman over since that 
meeting. As a matter of fact, the timing then was almost identical 
with tho recent timing, It was in the curly stages of tho mobilization 
period, and we were debating then about problems of controls and 
mobilization. . 

Mr. Vorys. You wero a very effective debater yourself. 

Mr. Natuan. J would like to take only a very few minutes. I know 
it is late, and therefore in the interest of saving time J may be a bit 

matic, perhaps, in drawing a few economic observations on Tsracl 
and Palestine and in giving my reasons for urging an amount of aid 
larger than what is provided for in the Mutual Security Program and 
more in line with what was proposed in the special resolution. 

The needs of Isracl are needs which retate to one factor alone, and 
that is immigration. I want to emphasize that over and over again. 
Every statistical analysis, every economic analysis of that country 
demonstrates conclusively that the settled population of tho country 
7 self-supporting and has been self-supporting for the past decade to 
15 vears. 

Put another way, I would say that had it not been for immigration 
or were it not for immigration at the present time, given a short period 
of time for the most recent immigrants to become integrated and ab- 
sorbed economically into the community, there would be no need for 


‘further assistance of a philanthropic or §n investment nature in that 


country. The settled population has developed an economy which, 
in theo fields of agriculture, industry, trade, finance, and services, is & 
sound, solid, going, self-supporting concern, 
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That has been done in the face of serious limitations of natural 
resources. Records would: show that in the period of literally one 
generation, from the end of World War I, they have really performed 
an economic miracle in that area, ina country which was quite deteri- 
orated and quite degenerated economically. 1 have often said that 
if the country ever had the characteristics of a tand of milk and honey, 
those charneteristics were quite hard to find in 1918, 

With limited resources, (hese people with tremendots energy and 
imagination have built a solid industriat and agricultural community, 
a well-balanced modern productive community; today Israel has about 
as large a proportion of ils total labor engaged in manufacturing 
activities as has he United States; today its agriculture is intensive 
and yields high values of output per acre comparable with the more 
advanced countries; and today one who visits Chere finds a marked 
contrast with what the statistics and pictures and facts and descrip- 
tions show existed there just 30 short years ago. 

Even with this tremendous progress and even with the very fnvor- 
able prospects which E feet that country holds in terms of economic 
opportunity, ils problems are great. T inight digress here to say that 
our report which came out in 1946 has afready proven to be too con- 
servative in its appraisal of what could be accomplished. In other 
words, the increases in economic activity in Ghat country—in produc- 
tion, in agriculture, in employiment—sinee 1046 have far exceeded our 
most optimistic projections at that time, whieh then were regarded 
by many as being far loo optimistic. 

1 think the prospects are excellent and the progress has been re- 
markable, but the problems are very, very large, ecaice of one specific 
reason, and that is immigration. At no time in the history of any 
country in the world has there been a relative increase in populatio 1 
of tho relative magnitude as hns occurred in Israel in the past 3 years. 
As Dr. Schwartz pointed out, in the first 3 years of the new State of 
Isracl, 600,000 neweomers entered that country. ‘The population was 
practically doubled in a 3-year period, which is unprecedented any- 
where, 

On tho basis of present prospeets elsewhere in the world—and I 
might say that immigration into Isracl is determined more by external 
forces in other countries Chan by the forces within [sracl itself—on the 
basis of the best judgments that can be made at this time, it appears 
that probably an additional 600,000 will seek a haven there in the next 
3 years. It is possible, if there are no changes in general conditions 
in other countries, that at the end of that period, so-called compulsory 
immigration might come to an end, and from then on it will be more 
orderly, more normal, and more of a voluntary nature. 

Mr. Mansrienp. Me. Nathan, could you tell the committee what 
is tho area of Israel? 

Mr. Natuan, Eighty-one hundred square miles is the area of 
Is:acl. It is approximately the size of the Stato of New Jersey. 

‘Tho rate of immigration in tho last 3 years is quite startling when 
one compares it with the rate of immigration into Palestine. In tho 
30 years under the mandate, nearly 450,000 Jews entered that country, 
which is about 15,000 a year. In the first 3 years of tho now state 
the immigration has averaged about 17,000 a month. ‘Tho rate of 
immigration into Israel has been roughly 15 times tho rate of immigra- 
tion into Patestine under the mandate. 
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In these past 3 years, a remarkable degree of progress has been 
achieved in absorbing these people and putting them to work. But 
despite the fact that perhaps 75 percent to 80 percent have been 
economically absorbed, there has developed a sizable backlog of peo le 
who live in transient camps, who live in work camps, who haven't fully 
productive jobs, who haven’t the housing, who haven't the productive 
tools essential for productivity comparable with their predecessors or 
with their abilities. That backlog is becoming increasingly disturbing, 
of course, to the country, The backlog will grow more serious unless 
adequate amounts of capital and facilities are forthcoming to absorb 
these individuals. That in essence is the real problem of the country— 
facilities for productive employment of the newcomers. 

I might say that this backlog has developed despite tho fact that 
they are liquidating the sterling balances, which the country owned 
at tho termination date of the British mandate, and which enabled 
them to buy machinery, materials, and equipment in the sterling area; 
and despite the fact that Israel received a $100 million Export-Import 
Bank loan in 1949 and another $35 million Export-Import Bank loan 
in December 1950; despite the generosity of the Jewish community in 
other countries; and despite the severe austerity, very severe rationing, 
and depevouen accepted by the people of Isracl, who consume con- 
siderably less than they produce. Despite these factors, there has 
been developed this backlog, which necessitates considerable supple- 
mentation of financial assistance on top of the previous methods and 
techniques of financing the country’s development, 

Mr. Roosevett. What is the approximate size of the backlog? 

Mr. Naruan. About 150,000 are in work and transit camps. Most 
of these individuals are employed in work nts where their produc- 
tivity is far below what it could be if they had the capital and the raw 
materials with which to work. 

Now, normally a country provides the investment for its growth of 
population and for its rising standards of living out of savings. We 

roduce a certain quantity of goods and services a year; we consume 
ess. We sct aside a portion of our production in the form of savings 
which are invested and appear in the form of buildings, new machinery 
and equipment, housing, and other durable goods. Theso investments 
enhance production and provide tho basis for further rises in living 
standards, 

Of course, some of the backward countries of the world produce so 
little in terms of total output that they can’t put much aside. There- 
fore they find it very difficult to develop. ‘That is one of the great 
justifications and great needs for our helping the less-developed 
countries. They just haven’t it within their own power to set aside 
much for capital expansion and for investment to increase their 
standards of living and their production very rapidly. 

Now, that normal process of savings and investment must be sup- 
plemented when you have large-scale immigration, There is no 
country in the world which has increased its population by any sig- 
nificant amount through immigration, which has been ablo to provide 
the capital for those new immigrants out of its own production. We 
here in the United States were a debtor nation for 140 years; America 
imported more than it exported for a considerable period of our 
initial development. We had capital being brought in by. the im- 
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migrants; we had foreign investments; we had loans from abroad. 
We had to have capital to absorb our immigrants, 

I believe at no time in out history did our population increase by 
moro than 2 percent a year through immigration and yet we needed 
foreign assistance and a net import balance; Australia, which is a 
highly productive community, is contemplating a 4-percent increase 
in population through immigration and will require foreign capital 
for that program; in Israel the population increase in the first. 3 years 
averaged over 30 percent a year as a result of immigration alone. I 
think it is obvious that the process of production, savings, and in- 
vestment could not conceivably provide the absorption capital to 
put these people to work and get them to a point where they become 
productive and self-supporting as have their predecessors. 

The Isracli people have definitely made magnificent contributions 
to the absorption of these newcomers. ‘That is clear through their 
austerity, through their taxes and their contributions, through their 
savings, forced and voluntary. But that is by no means enough. 

Tho Israeli officials, on the basis of their best experience, have 
estimated that the per capita cost of absorbing newcomers is around 
$2,500. I looked back in our book, Palestine, Problem and Promise, 
which we published in 1046; I looked at our estimates of absorption 
costs in that book and brought them up to date for adjusted prices 
in the world picture in tho interim, and I found that $2,500 per 
capita estimate of the Isracli officials is a very minimum and a very 
conservative estimate. 

Now, it doesn’t take much to figuro that $2,500 per capita times 
200,000 pe fe per year means Isracl needs 500 million dollars a year 
to absorb those newcomers in a complete economic sense. Part of 
these funds—about 10 percent—are needed for so-called relief, for 
transportation of those who haven't even the means to pa for their 
own transportation, who had to leavo their resources behind when 
they left the countries from which they departed. Part of the money 
is needed for tho initial food, the initial ¢ othing tho initial tents or 
minimum shelter, the minimum requirements o life in tho first days 
or weeks or months until jobs aro available, until housing is available, 
until there is the machinery on which they can work. 

Fivo hundred million dollars a year is, of course, a fabulous amount 
for a small country of 1,400,000-odd population. As a matter of 
fact, their total national income in the year of 1950 was about 900 mil- 
lion dollars. 

Mr. Vorys. Bob, they have spoken of 600,000 immigrants as 
doubling the population. Then I have seen the figure 1,300,000. 
You say 1,400,000? 

Mr. NatHan. That includes the Arabs. Thero are about 1,300,000 
Jews in the country now. Immigration for the first 3 years was about. 
600,000. Jewish population was a little over 600,000 when the Stato 
was established. With tho natural increaso from the excess of births 
over deaths, total Jewish population now comes to about 1,300,000 
and you have about 150,000 Arabs. So, the total population in Israe 
today is just short of a million and a half. 

Now, this 500 million dollars, as I say, is needed for two purposes. 
One purpose is for relief, the initial assistance, and that is estimated 
to be 50 million dollars a year. About 90 percent or 450 million dollars 
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is needed for housing, public works, public utilities, and all kinds of 
productive facilities. Much is needed for machinery, lathes, punch 
presses, drill presses, rolling mills, tractors, irrigation equipment, 
things whereby you produce and live and create and become self-sup- 

rting. Some is necded for housing for public works, for schools: 

or highways. No country can double its population in 3 years or 

triple its popu in 6 years without needing huge increases in all 
these capital facilities, whether they be public works or hotels or hous- 
ing or factories. The total ca ital requirements of a country ob- 
viously must be very substantia ly expanded when a country doubles 
its population in 3 years and will triple it in 6 years. 

The big, really sizable need of Israci today is the capital for the 
absorption of these people. Take Rousing Say there are four per- 
sons per family and 200,000 immigrants. hat calls for 50,000 fiving 
units, Let us say that the minimum that goes into new housing there 
is $2,500 per family unit. That is $125,000,000 each year just for 
housing. And then when one thinks what is needed for public works 
and public utilities and machinery and equipment, for production— 
what has to be invested per person—the needs obviously are very large. 

-L noticed the other day that the hundred largest corporations in 
America have an average investment of over $15,000 per employee 
in machinery, equipment, and plant. That is what makes for produc- 
tion—ability and skills plus capital. A man with ability without 
capital can’t produce a great deal; and, of course, @ man who has 
machinery and doesn’t know how to use it can’t produce a great deal, 
either. Our average investment per capita in the United States is 
between $6,000 and $7,000. The modesty or conservatism of Isracl’s 
estimated needs are revealed by the fact that their immediate invest- 
ment foal per newcomer _will be only about. one-third the United 
States fovel, even though Israel is a modern mechanized community. 

In Israel there is the know-how. They have demonstrated their 
ability to produce once they have the machinery, the equipment, the 
facilities. For that country to absorb 200,000 @ year, as they are 
being called upon to absorb, the necds aré far beyond anything that 
had been a iad ea or anything that has been forthcoming. 
That is why the United States is bein called upon for assistance. 

The balance of payments of Israel, of course, is adverse. I use that 
economic term. In economics we say that an unfavorable balance of 
trado exists when o country imports more than it exports. I don’t 
think such a balance is adverse in 4 real sense. You have to have 
more imports if you are going to develop and absorb these new 
immigrants in any number. The problem of Isracl is not achioving 
a trade batance today or tomorrow; thoy can’t do it, and they shouldn't 
even try to do it until immigration slows down, As long as immigra- 
tion comes in in largo numbers, they have to bring in more imports 
than thoy export. The problem is, how do they finance that balance 
of payments 

art of it is financed out of contributions, and tho Jews of America 
have been wonderfully generous. ‘The Israel Government is now 
floating a bond issue in the United States, and tho response has been 
encouraging. ‘I happen-to be a member of the board of governors of 
the organization which is res nsible for'the distribution of those 
bonds; they are going very woll, and the prospects are excellent. 
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Much progress has been made because of contributions, these bond 
sales, and through direct private investment by such companies as 
Kaiser-Frazer, General Shoe Co., General Tire, Dayton Tire, Philco, 
and others, But the magnitude of Israel’s requirements is so great 
as to create major cconomic difficulties. It is that deficit which has 
brought so many of the newcomers into only partial production. 

It scoms to me tragie that individuals who have skills, who have 
ability, who have capacity, should be denied the opportunity to apply 
those skills for increased production, especially in that part of the 
world where the democracies need a strong ally, a country whieh is 
dedicated and devoted, as is Isracl, to the democratic philosophy. 

I believe that Isrmel today can and will become a spearhead of 
economic development in the Middle East. I personally have a great 
deal of confidence as to what the Arab countrics can do if they are 
given an Sp heS: I saw Arabs in Palestine long before the 
partition. I saw how they learned and produced; how they raised 
their standards of living; and the standards of living of the Arabs in 
Palestine were substantially higher than those of the Arabs in the 
adjacent countries. 

am convinced that peace will come between Isracl and the Arab 
countries; and, once that does develop, it seems to me that a modern, 
highly industrialized Istact cannot help but be a stimulating force in 
that part of the world. The horribly low standards of living that 
prevail in the Arab countries and the frustration which those low 
standards of living bring to those people make them subject to all 
kinds of totalitarian appeals. Therefore, I feel that becatse of our 
need for allies in every part of the world, because of the need for some 
spearhead to help the development in that strategic area, we ought to 
go all out in providing the maximum economic assistance. 

It is my judgment that the 150 million dollars requested in the reso- 
lution is much more in line with Isracls very minimum needs than 
tho 2343 million dollars that is proposed in the suggested bill. The divi- 
dends which we will have here in the United States in terms of eco- 
nomic development there, in terms of the stronger friendship, in terms 
of the impact that it will havo on all the countries in that area, will 
more than repay us, and I would urge not only the 150 million dollars 
for Isreal but I would also urge substantially greater assistance to the 
Arab countries, 

Chairman Ric#arps. Thank you, Mr. Nathan. I venture to say 
you gave Brother Vorys a rather hard time that night. 

Mr. Vorys. When you say 90 percent of something is for capital, 
and you draw the analogy to our own country’s development, that 
immediately makes ne think not of grants but of loans. Now, I am 
not debating, I am scared to debate with you, but I just wanted to 
say that that is what it sounds like to me. 

Dr. Natuan. Actually, the line of demarcation between relief and 
investment is pot a very clear and sharp line. Ten percent of this 
600 million dollars a year that is required is necded for outright reticf; 
that is ¢lear. Now, of the balance, about 250 million dollars a year is 
needed for strict economic enterprises, such as power factories, farm 
equipment and the tike. Another 200 million is needed for housing 
and public works, health, and education. These are areas which one 
might describe az not of a strict investment nature. Normally that 


eee 


Scns nce em TNT I il lol FR TEM Tair 


’ 


680 THE ALUTUAL SECURITY PROGRAM 


is paid for out of flotation of loans, payment of taxes, and so forth. 
These kind of projects have been financed by our grant-in-aid 
program in many countries. 

I would say there is justification for a grant as well as loans. And, 
by the way, tho 135 million doYars Israel has received in loans from 
the Export-Import Bank all went to specific, conereto economic 
projects, such as power plants, factorics and specific agricultural 
sattfements. . 

Tho burden which tho Israclis are imposing upon themselves and 
their posterity is so great that they ought to be given help in the 
form of grants for ings like housing, publie works, schools, hos- 
pitals, and items of that nature. 

Mr. Funton. We in the United States were paying approximately 
74 million dollars a year to keep the displaced persons in the FRO 
camps. By Isracl’s taking these people ont of the camps and ns- 
suming a portion of the burden, they have (1) assumed tho duty of 
keeping those people, which the United States otherwise would have 
had to take caro of almost entirely through the United Nations, and 
(2) assumed the burden of resetting, which again was a United 
Nations Refugee Orgenization expense, So that there are those two 
continuing expenses that the United States would have hed to take 
caro of had Israel not moved in so strongly to take care of the refugee 
problem, And that is not a capital expenditure but an immediate 
expense and a drain on the economy of Israel, whieh would have been 
on ours. 

Mr. Voays. I was the author of the TRO bill. After the chairman 
and [ had seen those camps, I had « special interest in the matter. 
I was tho author of tho bill, and our chairman was extremely helpful 
in potting that through in 1947. | 

have just had run-off here copies of tho per capita economic aid pro- 
posed in this legislation before us. For title 1—that is Europe—the 
per capita aid is $7.22. For title 2 it is $1.03 per capita; title 3, 50 
conts; title 4, 16 cents per capita. Tho 150 million dollars proposed 
is $1,000 per capita. : 

Mr. Natuan. No; it is $100 per capita. 

Mr. Vornys. You said $2,500 per capita. 

Mr. Nataan. That is the total a sorption. Of course, I might 
say one thing on that, Congressman. You sca, the differences 
between needs that ariso out of immigration and needs that arise out 
of normal dovelopment and natural growth in population are very 
substantial. Suddenly you drop a person in a country, and for that 
person you have to have a house; you have to havo schools; you have 
to have highways; you have to have electricity, you have to have 
factories. So that the total impact suddenly falls upon the country 
and if immigration is lange the impact is largo. If you aro going to 
have the kind of economy which Isracl has there, which is a western 
ized economy in which the investment is roughly today about $2,500 
per capita, then tho needs aro large. If thoy had a very undeveloped 
country with very low investment per capita, the necds for absorbing 
newcomers would be smaller. 

You see, in a country where you are trying to pull up living standards 
it is so much different. If Israel were asking for participation for 
economic dovelopment for its existing population, [ would agreo with 
you 100 percent that on a per capita basis it might bear somo relation- 
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ship to some other countries, But needs for immigration are different. 
E might say that, if we teied to double -the capital and production and 
living standards of a country’s population over a 3-year period, then 
the needs would be comparable with the needs arising out of a doubling 
of population through Immigration in 3 years. But that is a goal-- 
doubling production of a given population within 3 years—which is 
bevond the realin of achiovement. 

Mr. Javits. Mr. Chairman, I would like to insert in the record, 
if I may, by unanimous consent, a declaration signed by 164 Members 
of the House in support of the McCormack-Martin bill. 

Chairman Ricnarps. Without objection, that statement will be 
inchided in the record, : 

(Tho statement referred to is as follows:) 


It is the sense of the undersigned members of the House of Representatit es 
that the United States should now grant economic assistance to the Government of 
Isracl in onler to assist it in absorblug its large influx of immigration and in de 
seloping its natural resources and industries, so that, with its security and inde- 
pendence thus strengthened, Isracl may becotne a military, economic, and idcologt- 
cal bastion for the free world in the Middle East, aiding in the maintenance of 
world peace, security, and liberty, and thereby promoting the general welfare and 
security of the United States, 

Accontingly, the undersigned express their support of 1H. R. 3458 and Hl. R. 
3188, the bipartisan bill authorizing economic assistance to Isracl, introduced by 
Hon, John W. MeCormack, majority leader, and Hon. Joseph W. Martin, Jr, 
ininority leader, and S, 1247, introdueed by Senators Douglas, Taft, Anderson, 
Benton, Brewster, Butler of Xebraska, Cain, Dull, Ferguson, Gillette, Hendrick. 
son, Hennings, Hint, Humphrey, Hunt, Ives, Johnson of Colorado, Kefauver, 
Kilgore, Ichiman, Lodge, Magnuson, Martin, MeMahon, Mors, Murray, Neely, 
O'’Conor, Pastore, Saltonstall, Smith of New Jersey, Sparkman, Thye, Tobey, 
Young and Mrs, Smith of Maine, continuing the traditional policy of the Congress 
shown by the joint resolution passed September, 1922, favoring Jewish aspirations 
in Palestine, and the concurrent resolution of December 20, 1945, favoring free 
Jewish tumigration into and unrestricted development of Palestine as a democratic 
a th. The undersigned urge carly study and favorable action on these 
sills. 
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William L. Dawson 
Thomas S. Gordon 
Richard W. Hoffman 
Eagar A. Jonas 
John C. Klucaynskt 
Peter F. Mack, Jr. 
Thomas J. O’Brien 
Melvin Prico 

Adolph J. Sabath 
Sidney R. Yates 
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Indiana 

William G. Bray 
Winfield K. Denton 
Ray J. Madden 


Louisiana 
F. Edward Hébert 


Maryland 

J. Glenn Beall . 
James PLS. Devereux 
George H, Fallon 
Edward A. Garmatz 
Lansdale G. Sasscer 


Aassachusetls 
Harold D. Donohue 


g : 

Christian A. Herter 
Thomas J. Lane 
Philip J. Philbin 
Edith Nourse Rogers 


Michigan 

John D. Dingell 

Gerald R. Ford, Jr. 

John Lesinski, Jr. 
Thaddeus M. Machrowicz 
Touls C. Rabaut 


Minnesota 

John.A. Blatpik 
Eugene J. McCarthy 
Roy W. Wier 


Missouri 

QO. K. Armstrong 
Claudo I. Bakewell 
Richard Bolling 

A. 8S. J. Carnahan 
Frank M. Karsten 
Clare Magco 


New Jersey 

Hugh J. Addonizio 
Gordon Canfield 
Clifford P. Case 
Edward J. Hart 
Charies R. Howell 
Robert W. Kean 
Peter W. Rodino, Jr. 
Alfred D, Sieminski 
Charles A. Wolverton 


New Mezico 
John J. Dempsey 


New York 

Victor L. Anfuso 
Charies A. Buckley 
William T. Byrne 
Emanuel Celler 
Frederic R. Coudert, Jr. 
Isidore Doilinger 
James G, Donovan 
Sidney Fine 

Ralph A. Gamble 
Ernest Greenwood 


Ralph W. Gwinn 

Edwin Arthur Hall 
Tconard W. fall 

James J. Hoffernan 
Louis B, Heller 

Jacob K. Javits 

Hernard W, (Pat) Kearney 
Kenneth 33. Keating 
Edna F, Kelly 

Bunene J. Keogh 

Asthur G. Ktein 
Christopher ©. McGrath 
William E. Miller 
Abraham J. sfulter 
James J, Murphy 
Harold C. Ostertag 
Donatd L. O'Toole 
Adam C. Powell, Jr. 

T. Vincent Quinn 
Edmund P, Radwan 

R. Walter Richlman 
John J. Rooney 
Franklin D. Roosevelt, Jr. 
Katharine St. George 
Dean P. Taylor 

Willian R. Witliams 


North Carolina 
Chartes 3B, Deane 


North Dakota 
Usher L. Burdick 


... Ohio 


Willlanncikc-Ayres- ¢ 
Corge H. Bender 
Edward Breen 
Robert Crosser 
Wayne L. Hays 
Michacl J. Kirwan 
Frazier Reams 


Oregon’ 
Homer D. Angell 


Pennsyleania 

William A. Barrett 
Earl Chudoff 

Robert J, Corbett 
Harmar }). Denny, Jr. 
Herman P. Eberharter 
Daniel J. Flood 
James G, Fulton 
William T, Granahan 
Williain J. Green, Jr. 
Augustine B, Kelley 
James F. Lind 
Thomas E. Morgan 
Harry P. O'Neill 
George M. Rhodes 
Hardic Scott 

Hugh P. Scott, Jr. 
Edward L. Sittler, Jr. 
Francis FE. Walter 


Rhode Island 
John E, Fogarty 
Aime J. Foran 


, 


South Carolina 
Joseph R. Bryson 


Tennessce 
Howard H. Baker 
Clifford Davis 
Joo L, Evins 
Albert Gore 

J. Perey Priest 


Utah 


Reva Beck Bosone 
Walter K. Granger 


Vermont 
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Washington 

Henry M, Jackson 
Hugh B, Mitchell 
Thor C. Tollefson 
Weat Virginia 
M.G. Burnside 

FE. H. Wedrick 
Harley O, Staggers 


Wisconsin 


Alvin E. O’Konski 
Charles J. Kersten 
Gardner R. Withrow 
Ciement J. Zablocki 


Puerto Rico 
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Winston L. Prouty A, Fern6és-Isern (Res. Com.) 


Mr. Javits. Mr. Chairman, I also wish to insert in-the record a 
statement on the Mutual Security Program submitted by tho Na- 
tional Council of Jowish Women. 

Chairman Ricnarps. Without objection, the statement will bo 
included in the record. 

(The statement referred to is as follows:) 


STATEMENT SUBMITTED BY NATIONAL Councit or Jews Wowen, New York, 
4%, e 


Throughout its history, the National Council of Jewish Women has supported 
all incasures designed to build a wortd of peace and stability. In the recent post- 
war years, the NCJW has recognized the grim fact that peace and stability require 
military defense as well as the economic and social measures which norinally line 
tho path to peace and plenty. 

Tho members of council have not turned aside from tho realities of the world 
today. When Korea was invaded the NCJW took a firm stand in support of the 
action of the UN Sccurity Council and the United States in resisting aggression 

n Korea. 

But, at the same time, the NCJW firmly expressed the view that military might 
alone would fail to sccure a free, peaceful world. “We have had many tragic 
lessons to show us that mnilitary objectives once obtained fail us unicss they become 
the prelude for broadcr democratic goals, * * © The United States must par- 
ticularly give concrete ovidence of our Intentions to the people of Asia. This 
can best be done by increasing the scope of our point 4 program, by giving them 


direct economic aid such as the Marshall plan provided for Europe and by 
supporting the forecs of democracy and independence now making themsetves felt 
throughout Asia.” 

Americans are faced now with the saine problem of dividing our strength and 
resources between military and cconomiec aid. Again, the NCJW stands firm 
in the belief that cconomie ald must not be sacrifiecd to the military; that we 
must not forget our total and long-rango aims under the immediate threat of 


tession, 
“er is because of this unwavering conviction that wo of the NCJW are writing 
to urge that tho legislation for foreign aid give full and bold recognition to the 
need for economic assistance, especially to tho people of Asia who are in such 
desperate need of help to achieve freedoin and security. 

It is ono of the tragedics of our time that the rich fruits of the great industrial 
power of the United States must be devoted to defense and security for as long as 
the threat of Sovict aggression continues. The tremendous obligations that we 
have undertaken in the Mutual Security Program must be maintained at full 
strength until the possibility of peace without military strength has becn reached. 

But, although tho United States is now foreed to engage in defensive military 
preparations on a scale unequaled by anything in American history, we cannot 
allow ourselves to forget that our military preparation is not an end in itself. 
We are prepared to defend the free way of life and, if necessary, to fight for it, 
but military defense is not enough. We must at the same time work constantly 
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to trenbrnen freedom throughout the world and thereby prevent the encroach- 
ments of communism. 

The most susceptible area for these encroachments Is that vast part of the world 
where the majority of the people are on the verge of starvation, and where ill 
health and illiteracy dominate. It was about this part of the world that President 
Truman spoke when he urged a “bold new program for making the bencfits of our 
scientific advances and industrial progress available for the improvement and 
growth of pied atta a areas.” Our alm should be to help the free people of 
the world, through their own efforts, to produce more food, more clothing, more 
materials for housing, and more mechanical power to lighten their burdens, Aid 
to the backward areas of the world is vital to the defense of freedom. If freedom 
is to be successfully defended, we must give this aid to the very limit of our 
ability. Through such a “bold new program” we will make clear to all the world 
our support of the United Nations Charter, which aims to create conditions of 
stability and well-being in the world through higher standards of living, full em- 
Pioviient, and conditions of economfc and social progress. 

conomic assistance to raise the living standards of backward countries is not 
new in the history of the United States, In the Philippines and South America the 
United States has been giving such aid for many years, But the critical necessity 
which requires that we give generously of our economic aid now at the same time 
that we are so burdened by the tremendous cost of defense preparations is new now, 
and because it is new it has perhaps not been given its proper importance, 

The critical necessity stems from the fact that the Soviet Union and its satellites 
are using more than military weapons in their struggle to gain mastery of the wortd; 
they are also using the weapons of ideological propaganda. We are all familiar 
with the theme of this propaganda which claims that only communism will bring 

ace and plenty to the world. What we must recognize now, before it is too late 
3 that the answer of the free world to this Communist line is proof in deed as well 
monies ea the free way of life is the abundant way of life both materially and 
spiritually. 

The United States can prove this by making the point 4 program of technical 
assistance to the backward areas of the world the ‘bold new at ata that was en- 
visaged when President Truman first set forth this program in 1949. The needs of 
the backward areas of Asia and the Near East, of India, Iraq, Pakistan, and the 
other countries of this wide area which lack the means to support their populations, 
seem overwhelming, but they can be met and overcome if sufficient aid is given in 


time. 

The United States is embarked on a tremendous program of establishing the 
mutual security of those nations of the world which aré not under Communist 
domination. curity in the world today cannot come from military strength 
alone, no matter how important it {s at present. In the long run what will build 
the strength of the free nations and enable them to counter Communist pressures 
is the social and political strength that come with economic stability and a high 
standard of ape for all. Because we believe so firmly in the need for economic 
strength alongside of military strength, the NCJW urges that provision for eco- 
nomic ald to the backward areas of the world be on a scale large enough to achieve 
the ends of freedom and security which are our goal. We believe, moreover, that 
in order to give this program of economic assistance the importance {t warrants 
it must be kept separate from the provisions for military security. The two are 
separate and distinct and should be kept so for the best effectiveness of both. 


Mr. Forron. Could I go just a little further on the question of the 
per capita cost? In order to compare two countries on a simple per 
capita basis, it would be necessary to have the same situation existing 
in each country. It is very hard to get the same basis in each country 
with the variety of countries we have under the program. 

Secondly, even if we took for comparison, countries where the 
people were settled, comparing them with other settled countries, we 
would be unable to get some relative figure of population for com- 


parison. 

_ Thirdly, taking a country where the people have an immigration 
influx of great proportions and also an exoense without a capital 
addition to the economy, it is awfully hard then to compare that 
kind of country with a settled country. In conclusion, if we should 
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try to make the comparison per capita, we would have to deduct the 
preliminary expense of the arrival of these immigrants and then look, 
per capita, to seo what goes to the country on 8 capital basis or for 
military atd or for the economic aid supporting military aid in the 
country. Would that not be the case? 

Mr."NatHaNn. Exactly. And what you said at first, Congressman, 
is so true. I would say today the per capita wealth in a country like 
France is probably around $2,000 per person; the per capita wealth 
in the United States is around $6,000 to $7,000 per person; the per 
capita wealth in India probably is not over $200 to $300 per person. 
Say you wanted to try to increase the income of the French people 
by 10 percent. Income is related to wealth; it is the machinery plus 
the productive capital plus the ability. If you wanted to increase 
the income per capita in France by 10 percent, you would have to 
increase the wealth by that percentage. A 10-percent rise of wealth 
and income in India would call for much less investment than a 10- 
Percent increase in France. 

Mr. Funton. Another point is this: Certainly the Jewish com- 
munities of the United States, and especially Pittsburgh, have more 
than done their share on the philanthropic approach to Israel. In 
addition to that, these United States Jewish citizens have participated 
as usual in our community in local philanthropic activities that are 
mostly non-Jewish and general public welfare in character. So, I 
think we could say that the Jewish people in the United States, as 
well as Israel have done everything they could before coming to the 
Government for aid. 

Chairman Ricnarps. Mr. Nathan, Mr. Vorys spoke about relative 
per capita contribution that was properd here. You say this is an 
extraordinary case on account of the refugees that come in. You 
have to add to that the refugees who were forced out of Israel whom 
we are helping to suppers 

Mr. NatuHan. I think you should. Of course, there is a question, 
Mr. Chairman, as to whether they were forced out. That is political. 
I, of course, feel they should be given the maximum aid. I think they 
have got to be given every opportunity and every assistance for 
reabsorption. 

Mr. Futron. On Pet part (culeepoutor the Arab refugees that have 
left Isracl, is it not a fact that preliminary steps have been taken by 
Ierael under ‘United Nations auspices to determine the value of the 
property which they left behind? Israel, through its Government, 

as already accepted the policy that it will make reasonable payment 
to those Arab Pea for property abandoned. 

Mr. Natnan. Yes; they have the comparable organization such as 
our Alien Property Custodian. 

Chairman Ricnarps. Of course, that doesn’t take care of livelihood 
and subsistence. 

Mr. Narsan. No. But if your funds provide the tools with which 
to work, there is a basis for self-support. tussay you have Bedouins 
who have departed who had a herd of 10 goats or 20 sheep. Once 
those goats or sbeep are restored, the opportunity for livelihood is 
restored. 

Mr. Vorys. I remember your speaking of what it takes to increaso 
per capita income. Here is a report of a group of experts appointed 
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by the Secretary General of the United Nations on measures for the 
economic development of underdeveloped countries. Thoy say: 


It remains the case that a 2-percent inercase in the per capita national incomes 
prrok Be Prowant about without an annual capital import well in excess of 10 
on dollars. 


That is for the underdeveloped countrics, and in their list in the 
Middle East is Israel. 

Mr. NatHan. Ft takes a tremendous amount of investment to 
increase income and production. 

Mr. Chairman, I intended to ask if it would be all right to submit 
as part of the record a statement made by Mr. Sidney Sherwood, 
Secretary of the Export-Import Bank, in a speech in Philadelphia 
on February 20 of this year concerning the use of the Export-Import 
Bank loan by Isreel. 

Chairman Ricnarps. Without objection, that will be included in 
the record. 

(The material referred to is as follows:) 


Excerpts From an Appress DELIVERED IN PHILADELPHIA ON Feravany 20 
BY Sipxey Snerwoop, Secretary oF THE Exrort-Imrort BANK oF 
WASHINGTON 


The Export-Import Bank, with $3 billion in outstanding loans or undisturbed 
commitments in over 40 countries, has few borrowers who have used their loan 
doifars more wisely or meticulously than has Israel. 

The loan to Israel was made in January of 1949 in the amount of $100 million 
to assist tho new state in carrying out its economfe development program. This 
loan to Israel was made only after long and thorough study of the economic risks 
involved. $35 million of this was allocated for the establishment of new farms 
and equipping and expanding of old farms; $20 million for expansion of oxistin 
industries and establishment of new ones; $20 million for transportation an 
tele-communications; and $25 million for housing and community facilities. In 
December of 1950 an additional credit of $35 million was authorized for continued 
agricultural development and construction of fertilizer plants. 

Now what has appened! In the 2 years which have elapsed since tho firat 
credit for agricultural development was established in the amount of $35 million, 
(srael has invested twice that amount or the equivalent of over $70 million. 
These funds have been used for the development or expansion of about 20,000 
farms. Israel's food output has increased approximately 50 percent in the 2 years 
since the beginning of the Export-Import Bank program. More than 300 separate 
Tsraeli firms, large and small, have received loans under the $20 million allocated 
from the credit for industry. The total invested capital of these firms is four 
times the amount of the loans. 

Out of funds sliocated from the Export-Import Bank loan the port of Uaifa 
has been enlarged and equipped with cranes and other handling equipment which 
have incre ita capacity by reducing the turn-around time of ships which for- 
merly had to lic at anchor for long periods awaiting a berth at the pier. 

Six million dollars of the loan was used for the purchase of trucks and busses to 
replace and augment outworn Pag a In order to make the loan dollars 
available go as far as ible, the Israelis purchased the chassis and motors in 
the United States and either built their own bodies in Israel or converted 
bodies from old British lorries. This is an example of Israel’s prudence and 
ingenuity in utilizing its credit. ; 

owever, one fact continues to challenge the new state. Even with the 
henomenal rogress made thus far in {ncreasing the output of farm and factory, 
he increase in Israel’s productive capacity Is nat mceping pace with the increase 
in her population: Until this gap is closed, Israel will continue to maintain her 
balance of payments only in precarious equilibrium through foreign contributions 
and investments. 

But I believe that. Israel will succeed in her economic program, I base that 
nd eval on my recognition of Israel’e greatest asset—the dedication of one and 
all t6 the successful economic development of the country, backed by the will to 
work. One cannot visit the farms and factories of Israel today without noting 
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that same pioneer spirit, courage, and determination which dominated the 
United States in the early stage of its development. 

Mr. Cannanan. Mr. Chairman, the Jewish people, in their new 
nation, Isracl, have very dramatically shown what can be done by 
intelligence and hard work, with a purposo and with determination. 
They are and can continue to be an effective force in the struggle for 
survival now so dangerously challenging the free world. Now, when all 
free peoples must unite or perish, this new democracy should bo 
encouraged and helped to further use their skills in the struggle. 

Mr. Roosrvert. Mr. Chairman, I would just like to point out that 
a great deal of emphasis has been placed on the fact that this bill is in 
the national interest of the United States and its people, as well ns in 
the interest of peace and security for the world. I have visited 
Israel, and it is my deep conviction that the free peoples of the world 
havo a showcase for the advantages of a free socicty in this great 
little country. We owe a great deal to Isracl for having taken the 
refugees off our hands out of the DP camps. 

On the other hand, we have a showcase which can he a great moral 
force in a very sensitive area, in the whole Middle East, as was said 
earlicr, For that reason, I don’t think we ought to apply a per 
capita standard in any way at all. 

Mrs. Ketiy. Mr. Chairman, I join my colleagues in welcoming Mr. 
Lipsky, Dr. Schwartz, and Mr. Nathan. After listening to their report 
one wonders if we are living in a civilized world. Iam sure the people 
of Israel will remain a strong forco in defense of the freo world. I 
would tike to know if there is any dollar estimate of the property that 
the Jewish refugees were forced to leave behind in the countries of the 
world when they sought refuge in Israel, and the dollar estimate of 
their confiscated property in Germany. 

Mr. Natuan. I know one discussion was had with the authorities 
in Germany concerning the possibility of reparations. As I recall 
the figure there, the estimated value of property lost in Germany 
alone was somewhere around a billion and a quarter to a billion and a 
half dollars. That would involve some 500,000 or 600,000 people. 
I don't know of any estimate of all the other countries, but I am sure it 
would run into many, many billions of dollars. 

Mrs. Ketty. Is there any estimate of how much it cost the Allies 
to support a refugee person in a DP camp per annum. 


Dr. Scuwarrz. You mean per capita cost or total cost? According — 


to our calculations, the per capita cost of supporting a person in a 
camp in 1947 ran about $30 to $35 per month. Of course this includes 
expenditures other than those of IRO or UNRRA. 
he State of Israel has taken in people who are IRO-cligible retnBees 

in the neighborhood of 150,000. Those are people who would be 
eligible for IRO assistance if they remained not only in the DP camps 
but in any one of the countries of Europe. Now, if you take the 
150,000 and multiply that by the per capita cost, which incidentally 
has increased today because of rising prices, you get 8 fair estimate. 

Mr. NatHAN. It would be about $100 million per year. 

Mr. Carnanan. Is thero any estimate of how many more refugees 
“Israel will likely have to take? 

Mr. Natuan. On the basis of present judgments as I pointed out, 
the Isracl leaders believe that probably another 600,000 will move 
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there under somo degree of compulsion or other. On the basis of 
the present judgment thoy beliove that will pretty much bring an end 
to compulsory emigration. Of course no one can tell what might 
happen because a country which today may bo forcing Jows to emi- 

ate, may tomorrow close its gates and another country, where Jows 
ivo in high insecurity but are denied exit, may open its gates tomorrow 
and force them out. On the basis of the best judgments, another 
600,000 will go to Israel and so-called compulsory emigration may be 
over in another 3 years, 

Mr. Carnanwan. Another 3 years? 

Mr. Natuan. Yes, sir. 

Mr. Cannanan. What. is the density of population in Israel? 

Mr. Natuan. One million four hundred and fifty thousand in the 
country of 8,100 square miles, which equals about 180 per squaro mile. 
The density is quite a bit lower than somo of tho very densely popu- 
lated countries of Western Europe, substantially higher than other 
countries. 

_ When gon go into Isracl—and I was there a fow months back— 
it is significant to note tlrat vast areas of the country are not populated 
in any real degree, such as in Galileo and most of Negeb. 

It is my judgment that perhaps Isracl’s population could go to 
3 million to 4 million persons in a decade on a self-supporting basis, 
provided thero is adequate capital. 

Mr. Carnauwan. And they are only up to 1,250,000? 

Mr. NatHan. One million four hundred and fifty thousand. 

Mr. Carnnanan, At the present time? 

Mr. Natuan. Yes, sir. 

Mr. Furtow. Isn’t it true that tho land which is owned by the 
Arabs in Isracl has gone up very much in value? 

Mr. Natuan. Yes. 

Mr. Futton. And in Israel the productivity of the Arabs there has 
gone up considerably so that their real wages are much higher? 

Mr. Natuan. Yes, sir. 

Mr. Fuuron. And tho relative standard of living of tho Arabs in 
Isracl has therefore improved since the State of Israel has been formed? 
Is that right? 

Mr. Natuan. Yes. There aro studies that have been made—I 
haven’t tho preciso figu:res—-but they definitely indicate a riso in the 
‘ income and productivity of the Arabs in Israel. . 

Mr. Futron, In countries where the refugee Arabs have moved to, 
I believe there is now a recognition that these refugees will have to 
be resettled and those countries aro pressing programs of long-time 
resettlement among their ethnic groups. Is that right? 

Mr. Natuan. That is right. 

Mr. Fuzton. So that the poner is not being neglected in respect. 
to the Arab refugees, nor is the problem of the Marshall plan develop- 
ment being neglected. Is that right? 

Mr. Naraan. Yes. Tho amount involved undor the present bill 
for Arab countrics‘is perhaps inadequate under tho present circum- 
stances. On the other hand, I want to emphasize that there are 
countries where you cannot pour resources in gules : : 

I am interested in the problem of Burnia. I may go thero in 3 or 
4 weeks. I have been in Indonesia. You cannot take a country 
that is undeveloped and expect it to be fully developed in 3 or 4 
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years. You have got to develop know-how in the country in order to 
utilize modern kerhniniiva: We have to mako rather largo inroads 

uickly and we should go a little further than may be justified rather 
than give less. 

Mr. Jupp. When we worked on the ECA a balance of payments 
formula was worked out for determining how much to give them; 
rather how much to send them, for it was not money but goods. How 
do you arrive at the $150,000,000? Is that tobe goods? 

Mr. NatHan. It is the basis of net imports above and beyond 
what they can foresee as being financed from existing and prospective 
sources. 

Mr. Jupp. Is it the same formula? 

Mr. Natuan. Yes;it is the same formula. 

Mr. Jupp. What is it mostly, tools, or for housing, or what? 

Mr. Natuan. Yes; a little of it is for housing and some is for raw 
materials, and some of it is for food. You might ask why is some of 
it for consumer goods. When you divert a large part of your popula- 
tion to producing capital goods your people have to be fed and there- 
fore imported consumer goods help increase investment outlays. 

Mr. Jupp. Have you got some of that money carmarked for 
tobacco? 

Mr. Natuan. I do not beliove there is any in there for tobacco. 

Mr. Jupp. You ought to have some in for tobacco if you want 
maximum support in Congress. A lot of the ECA countries have. 

Mr. Funton. We.have friendly countries around the world who 
can be of help to us in developing the free world, I believe Israel 
has approximately 100,000 men trained or under arms at the present 
time in an active force. In addition, Isracl has another 100,000 men 
in a reserve who are fully trained, so that there is a total force of 
armed men of approximately 200,000 that Israel is supporting, forming 
its economy, who are in large part nonproductive but nevertheless for 
our defense. Is that right? 

Mr. Natuan. I do not. know tho precise figure, but I have read 
about such figures, and on the basis of what I have read, and on the 
basis of what I have experienced I think that would be & very reason- 
able figuro. 

Mr. Jupp. Ten percent of the population under arms must include 
most of the men in the country. : 

Mr. Nataan. Their ratio of total mobilized forces in 1048 and 
1949 was quite out of the ordinary. 

Mr. Jupp. They were at war then. 

Mr, Natuan. Yes. 

Mr. Jupp. Is there a shortage of employment there? 

Mr. Naruan. Thero is full employment today. 

Mr. Jupp. I mean a shortage of people to work. 

Mr. NatwHan. Well, in 8 sense it is not possible to answer the ques- 
tion outright because a lot of the people are working at what I would 
call not fully productive activity. You take 8 man who is good on 
working at machinery, but he has hand tools to work with. He is 
employed, but not fully employed. 

a M4 and largo, there is a reasonable balance in the supply and demand 
of labor. 

Mr. Jupp. It has always been a source of wonder that there are 
so many Jewish communites in so many places. For example, in 
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Iraq, is it possible that tho Jews there are descendants of the ancient 
peoples who were taken there at the time of the Exile? 

r. Scuwantz. It is one of the oldest Jewish communities in the 
world, They are direct descendants of those exiles. 

Mr. Jupp. You don’t mention Spain. Have there been anti- 
Semitic pogroms in Spain? 

Dr. Scuwartz. Thero have'not been any pogroms. The popula- 
tion in Spain, tht Jowish population, is insignificant. They had a 
population of Jewish refugees during the war, but the refugees were 
there temporarily. Tho Jewish community in Spain is yery tiny. 

Mr. Jypp. Franco told some of us ono night that one of the reasons 
his country was not to be compared with Hitler’s Nazi state was 
because the basis of nazis was nordic racial supremacy and persecu- 
tion of the Jews, whereas Jews had been fiving in Spain for many 
centuries, and had not been persecuted. 

Chairman Ricrarps. I was in Spain a number of years ago, and 
we talked (o a group of Jews. They told us there was no persecution 
now. 

Dr. Scuwartz. There is a Jewish community in Madrid and a 
Jewish community in Barcelona, both of them very small. They are 
insignificant in numbers and have not counted very much, politically 
or economically, in the country, and, therefore, did not como within 
the purview of tho broad picture we are trying to portray here. 

Mr. Rintcorr. I would like to ask ono question to round off the 
picture of your statement: Is there to be some comment about the 
present anti-Semitism behind the iron curtain, including Soviet 

ussia today? 

Dr. Scnwariz. We know very little about what happened to the 
native Jews of Russia during the war except that substantial numbers 
of them had disappeared and were killed. Some of that was duc to 
tho fact that the armies of Hitler occupied a very substantial part of 
Russia whero there were large concentrations of Jewish population. 

Wo do-not know very much about what happened to the Jewish 
communities in Russia, except that we do know thero is a great de- 
sire on tho part of many of them to get out and to leave the country. 
If Russia over adopted a policy of permitting people to emigrate I 
am certain there would be a tremendous flow of Jews from that coun- 
try toward Isracl and toward the west. That, again, has not come 
within our purview because Russia has consistently adopted a policy 
of not permitting anybody to leave the country. There is no use at 
the present time in talking about the emigration of dows from Russia. 
They are not permitted to leave. 

Wo do, however, have a substantial body of facts about people in 
other countries behind the iron curtain, Jn Rumania, Poland, and 
Hungary the people have been anti-Semitic, and have been for a long 
time. Today the Jews are subject to all kinds of discriminations, 
primarily by reason of the fact that they are looked upon as class 
enemies and undesirable. . 

At the present moment thousands of Jews, former middle-class 
people, are being expelled from the principal cities of Hungary on 
the basis that they are nonproductive persons, and therefore not 
desirable in the population and their plates are being taken by so- 
called productive workers. The nonproductive peoplo are being 
ordered out of their homes and businesses on a 24-hour notice. 
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In Rumania some of the most prominent Jews have been thrown 
into jail, and have no right of counsel and no right of habeas corpus, 
and their families cannot see them. There are about 100 of the 
most prominent Jews who are in that category. 

‘These are some of the most important factors in this desire for 
emigration, There are thousands upon thousands of Hungarian Jows 
who are begging and pleading for the right to leave the country. 
Up to this time the Hungarian Government has been very strict 
about the allocation and distribution of passports. In Rumania 
where’ the policy of the granting of passports is more liberal, from 
7,000 to 8,000 are leaving for feracl each month, and that mumber 
could be increased (o 15,000 if the shipping were available and if the 
Government would liberalize its policy. 

Mr. Jupp. Did you say this pervecution was on 4 class basis? 

Dr. Scuwantz. Well, most of these people are midile class. 

Mr. Jupp. Do you youself believe it is on the basis of their being 
middle class people, or is it anti-Semitic? 

Dr. Scuwakrz. It is diflicult to draw the line. The Government 
says it has nothing to do with religion or race. They say it is purely 
social, but when you talk to the people at large in the streets you get a 
different picture. 

Mr. Jupp. For the record, what is the national debt of Israc!? 

Mr. Natuan. Tho internal debt of the country is 115,000,000 
Isracli pounds, which is about $300,000,000 in American moncy. 

Mr. Jupp. Total internal direct debt? 

Mr. Naruay. Internal and external. The internal debt is 74,000,- 
000 pounds. The amount of debt payable in American dollars, mostly 
to the United States Export-Import Bank, was at the end of 1950 
37,000,000 pounds. The balance is about 4,000,000 pounds sterling 
Swiss, and some other currencies. The total external and internal 
debt is about 115,000,000 pounds, which, as I said before, is equal to 
about $300,000,000. 

Mr. Vorys. The question came up of the cost of the DP’s under 
IRO. I find that for the first vear 1947-48 it was supposed to be 
$115,000,000, and we put in $73,500,000, but they only received, all 
together, they only spent $75,675,840. ‘There were at that time, 
according to our committee report, 1,037,404 in the camps, of which 
193,332 were Jews. 

It would look, figuring roughly as 1 have, that the cost the first 
year was about $75 a head. ‘ho second vear they collected 
$117,000,000, and I presume there was a reduction in the number in 
the camps the second year, so that it would have gone up from that. 
low figure of only about $75 a head. 

Dr. Scuwartz. That probably docs not include some of the casts 
which were borne by the Army rather than by the IRO. Quite a 
number of costs were borne directly by the United States Army in 
Germany. 

Mr. Vorys. Not after TRO started. Up to 1947 the Army did bear 
a great deal of the costs, of course, my figure does not inelude the very 
largo and substantial charitable support which came from many 
organizations, including tho Jewish Welfare Organization. 

r. Scuwartz. Nor does it include some of the charges mado 
against tho German economy. 
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Mr. Funron. Nor tho amounts put up by individuals. Tho original 
expenses wero paid by the Resettlement Exchange or by private 
individuals in many cases. . 

Chairman Ricrarps. We have ono more witness from the American 
Veterans Committee. He has been waiting patiently. 

Mr. Javits. What is the maintenance cost of the Isracli armed 
forces in terms of money, and the gross national product? 

Mr. Natuan. Those figures are not available. 

Mr. Javits. That cannot be estimated? 

Mr. Natuan. I do not know the basis for an estimate. That is all 
internally financed, but they never publish their defense cost in the 


udget. 

Mr. Javits. We aro comparing similar costs for security of the free 
world and we have received figures like that as to other countries. 

Mr. Natuan. I think you could possibly get it in executive session. 
I know it is sizable. 

Mr. Javits. Would you tell us, if you can, to what extent tho 
United States could depend upon tho Israeli forces in the ovent of 
armed aggression in tho Near East? 

Mr. NatHAN. 1 am not a military expert, but I think I know the 
Israeli people, and I think they aro highly individualistic and highly 
resistant to regimentation and totalitarianism. Thero is not any 
doubt in my mind but that tho over-whelming orientation is to the 
west, in the minds of the Israeli people. In spite of the way they felt 
at the beginning of World War II, when the situation in central 
Europe was desperate for Jews, when they could have been moved 
out and the British severely held down Palestines immigration, the 
Jews joined with the British to fight on the side of tho allics. It 
would be my judgment that we could count on that country. 100 
percent in the terms of real participation, and they would throw in 
their forces completely. 

During World War II they produced over $100,000,000 worth of 
equipment for the British armed forces, including land mines, Jerry 
cans, and industrial equipment. I do not think the industrial po- 
tential is insignificant by any means. 

Chairman Ricwarps. Are there any other questions? 

Thank you very much. Weappreciate your being here. I am sure 
we will profit by what you told us. 

We have one more witness. We have with us tonight Mr. Andrew 
E. Rice, member of the National Planning Commiittee of the American 
Veterans Committee. 

Mr. Rice, have you a prepared statement? 

Mr. Rice. Yes; Mr. Chairman, I do. : 

Chairman Ricnarps. It is a very short statement, I see. 

Mr. Rice. Yes; I would like to read it. = * 


STATEMENT OF ANDREW E, RICE, MEMBER OF THE NATIONAL 
PLANNING COMMITTEE OF THE AMERIOAN VETERANS COM- 
MITTEE 


Mr. Rice. Before I read my statement, I would like to say this: 
Unlike the other witnesses, I am not an’expert in total world di- 
plomacy. I represent the general citizenry who has strong feelings 
on the general picture of our foreign policy without reference to any 
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singlo part of it, and I think the opportunity tq testify here is one 
example of tho sort of thing that could not happen in a totalitarian 
country, and the sort of thing which I, and my organization, appreciate 
very much. 

My namo is Andrew E. Rice. I am a member of the National 
Planning Committeo of the Amcrican Veterans Committee, an orgeni- 
zation of World War II and Korean War veterans. AVC is grateful 
for this opportunity to appear before tho Foreign Affairs Committee 
to present its viows on the Mutual Security Program. 

VC wholeheartedly endorses the broad outlines of the Mutual 
Security Program. Thebasic principle of this program is expressed 
in its title—the concept that the security of the free world is dependent 
upon the cooperation of all its members. AVC from the beginning 
has rejected the “go it alone” thesis advocated by General MacArthur; 
as veterans who fought side by sido with our allies in the Second 
World War and who are again fighting side by side in Korea, wo know 
the value of teamwork. Collective security is the only possible 
answer to the world-wide threat of Communist aggrescion. 

Because we support the principle of mutual action, we support also 
the strempthening of the military and economic might of our allics in 
Western Europe. AVC’ers can testify from personal experienco that 
Europe is easicr to defend than to liberate. But I should like to add 
one word of warning, and that is that in our plans for tho common 
defense of Western Europe, we must never forget that the system 
we aro defending is the democratic way of life. The people of Western 
Europe, who have suffered the terrible destructiveness of (wo world 
’ wars within a single gencration, must have fuith that thoy are defend- 
ing philosophy that really means what it says. AVC believes that 
to include Spain in the North Atlantic Pact and the Mutual Defense 
Assistance Program would seriously undermine the confidence of our 
allics in our firm devotion to the democratic system and would offer 
ready-made and effective propaganda to the Communists. More- 
over, the recent civil disturbances and strikes in Spain raise serious 
doubt as to the reliability and effectiveness of Franco’s armics. 

Europe must remain the focus of our plans for military security. 
Elsewhere in the world military aid can help to build a strong shield 
of protection. But even more important in these less developed areas 
is the strengthening of the economic fabric which underlies a healthy 
society. Part of our cconomic aid in Asia, the Middle East, and Latin 
Amcrica, will bo rightly directed to developing the sinows of effective 
armed defense: strategic raw materials, adequate transportation 
facilitics, and tho like. But an equally important part will—and 
must—be aimed at a gencral raising of the living standards of the 


people. 

is concept—that the wealthy nations of the world should pro- 
vide their technical and economic services to help the poorer coun- 
tries increase their productivity to provide better conditions of lifo 
for their people—is known today as Point 4. Although the proposed 
Rrogram clearly recognizes the value of this aspect of our foreign aid 

VC believes that it fails to mako the promise of Point 4 a vivid an 
convincing one to the nearly 2 billion peopte who live in the under- 
doveloped areas. It is vitally important to remember that whereas 
we may hope that within a few years the total mobilized strength of 
tho free world may bo great enough to discourage armed aggression 
85708—51——45 
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. and permit us to taper off all the military end-item’ and related pro- 
grams, the Point 4 concept is a long-range one. Standards of living 
cannot be raised overnight; it is a slow, difficult process. - The aspira- 
tions of the people of the new nations of south and southeast Asia, 
however, ate burning ones, and if we fail to sot our sights for the long 
pull they will become disillusioned and bitter. 
‘ Qne basic consideration must not be overlooked: It is the confidence 
and loyalty of the people which we must seek. Governments, many 
of them still inexperienced with democratic forms and processes, may 
come and go arid their support is utterly meaningless if the demo- 
cratic way of life has not also succeeded in fufilling the hopes of the 
pe AVC believes that it is unfortunate that the President in 
js message: did hot give a ringing affirmation of the Point 4 idea. 
In the battle for the minds and hearfs of men, the promise of Point 4 
is perhaps our greatest weapon. I hope the committee, in presenting 
its report, will etiphasize its faith in the expanding opportunity for 
progress which Point 4 offers. __ 

One further point should be made. I have already spoken of the 
significance of the principle of mutual aid. This principle is now. 
well-established in our military and economic programs in Europe. 
For the underdeveloped areas of the world, however, the United States 
has been grudging ‘in its support of the multilateral approach. For 
. the 1952 fiscal year, for example, exactly the same amount is proposed 

for the United Nations Technical Assistance Program as in 195!— 
a paltry $12,000,000. No consideration whatsoever appears to have 
"been given by the President to the recommendations of his own . 
International Development Advisory Board, headed by Nelson 
Rockefeller. The Rockefeller report outlines a comprehensjve 
. prograrn for international Poercing of development projects. Here 
is ah imaginative, yet practical plan. Congress should take steps 
soon to translate the Rockefeller recommendations into law. : 

Fina y it is never inappropriate to recall that, just as our military 
economié, and technical aid programs abroad should be coy linked 
for effective ection, so are domestic happenings in the United States 
: closely linkea with the success of our policy abroad,. It is a bitter 

fact but there can be little doubt that the tragic race riot in Cicero, 
Ill, recently, for example, will be 9 potent weapon in the unceasing 
war of ideologies which the Communists are waging against us. Our 
‘actions at home must live Ap to the brave promises of freedom and 
justice we make abroad. e United States cannot afford to be the 
weakeat link in its own world wide mutual security program. 

_, Chairman Ricwarps. Thank you, Mr. Rice. | 

' Are theré any questions? — . 

_,. Mr. Jupp, Mr, Rice, did you protest when. we sent aid to Russia 
during’ the war against Hitler? ok 

Mr. Rice. No; we.were not in existence at that time. 

‘ Me. Ppp. Would you have protested if you had been in existence? 
|; Mr. Rigg, No; becduse they were an ally in & great war against a 
a Ego chemiye, «| = are om . Or +! . 
, Jupp, Do you, think there is morg democracy in, Russip than 
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. Mr. Jupp. And that the Mutual Defense Assistance Program would 
seriously undermine the confidence of our allies in our firm devotion 
to the democratic system. Yet you favor aid to Tito. I am iu favor 
of suitable aid to both of them for the same reason. Tito and Franco 
are of no threat to the United States and insofar as they oppose 
Russia which is a threat, they are valuable to. the United States, and 
I think you can do more to improve conditions in the countries by 
' trying to work with them than by quarantining them. . 

_ Mr. Fu.ton. Do you think it would be advisable to apply some 
conditions to the aid ; 
~ Mr. Ricx. I know it has been done. In the Philippines some very 
stringent conditions were attached before aid was given. It is different 


in Spain. Spain do t‘make a prefénse_of representing itself as a 
democratic country? ; 
. Mr, Futtonx/ went to Spain in January att was considcrabl 

surprised by Ahe amount of fre of specch. Mast of the people 
in tho str stated that. ranto’s régime was greatly limited. In 


your statement yMO . 
. Moreovey, the recent-fivil distu bances and strfkes in Spain raise,serious doubt 
as to thg reliability énd effectiv zanco’s armjes> . 

_,€O iderabje doubt as whether 
Ahd pebmapent. It is one df the best 
said on ‘the other 


were never so wall receiybd as Amefica ta Com- 
munist demonsttation aga the: t, or the fleet itself.. 
In fact) I have chafiged my mind-comp nt prob- 
lem of Spain now after havitig\been there, ing to the. 
University of Madrid and having been ty to discuss 
the democratic system,and how it worke j . 

Don't yo. think it is possible-by this aid and by/our example to 
help them move further toward liberties and hu rights? Maybe 
we should not ntine them. 

Mr. Rice. The er is we will strengtHén a regime which has 
already lost the confidence of-the. people; @ as you have indicated. 

* Mr. Jupp. As you improve the condition of the people the pressures 


for greater freedoms within the country become irresistible. My 
experience is that spreads the ideas and improves the conditions for 
the people, and then no genuinely Spanish Government—and what- 
ever Franco’s government is, it is a Spanish Government as against a 
foreign country—and no genuinely Spanish Government can long 
resist those pressures which I mentioned. 
Mr. Rice. Much of our aid to the Marshall plan countries has not 
reached the people. . 
. ._ Mr, Jupp. The people of Greece were not much better off than 
in 1947, but their country is free, and if it is free they get a chance 
to strerigthen their Government. If it had not been given to them 
in the first few years after the war there wouldn’t be as much chance 
to improve themselves. ; 
__ Mr. Furron. The Marshall plan was originally based on capital . 
items, and the people do not consume power plants. The rise in 
consumption level comes later. There is a necessary delay. The 


696 THE MUTUAL SECURITY PROGRAM 


United States first put in emergency relief needs, and then we later 
fill in an increasingly greater percentage with the capital items. 
Tho lovel-of-living rise must come necessarily as the individual 
economics produce. 

Mr. Rice. Greece was in the throes of civil war within its own 
borders. That is not tho situation in Spain. They are not quite 
similar. , 

Mr. Jupp. If you get to the people with the ideas, oven if you 
havo to do it under a bad government, that is the best way to do it 
rather than sitting on the side and throwing brickbats at them. 

You said you reject the “go it alone” poltey of General MacArthur. 
Ho said thore are situations where if the other allies don't we must 
go it alono. 

Tho Secretary of State recently made a reference to the United 
Nations and what would happen if the United Nations should decide to 
withdraw. Do you think we should withdraw troops and go it alone? 

Chairman Ricuanvs., I disagree with vou (hat the United Nations 
wants to withdraw our troops from Korea. 

Mr. Jupp. I did not say that. 1 said suppose the United Nations 
would decide it would be better to pull out. IT would favor yoing it 
alone under those circumstances, 

Chairman Rictiarps. Thank you very much, Mr. Rice. 

Mr. Futron. We thank the witness for his fine statement and good 
presentation. 

Mr. Javits. I want to joiu in that expression of appreciation to the 
witness for his statement, 

Chairman Ricuarps. The committee stands adjourned until 10 
o’clock tomorrow morning, 

(Whereupon, at 11:01 p. m., tho conmitteo adjourned until Friday, 
July 20, 1951, at 10 a. m.) 
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FRIDAY, JULY 20, 1951 


Houst or RerreseNntatives, 
ComMMITTER ON Fonreian AFFAIR, 
Washington, D.C. 

The committee met in the House Forvign Affairs Cominittee room, 
the Capitol, at 10 a. m., the Hon. dames PL Richards (chairman) 
presiding. 

Chairman Ricnarps. The committee will come to order, please. 
We will continue hearings on the Mutual Security Program legislation. 
Qur first witness this morning is Gen. 8. L.. Scott. General, will you 
tell us what your job is and what you do? 


STATEMENT OF GEN. S. L. SCOTT, DIRECTOR, MILITARY 
ASSISTANCE, DEPARTMENT OF DEFENSE 


General Scorr. Tam Director of Military Assistance in the Office of 
the Seeretary of Defense. 

Chairman Ricuarps. What is your function? 

General Scorr. Fam in charge of the coordination of the Mutual 
Defense Assistance Program for the Seeretary of Defense. 

Chairman Ricuarps. Will you proceed, General? Do you have a 
prepared statement? 

General Scorr. No, sir. 1 would prefer to take up several points 
whieh I think the committee is very much interested in. 

Chairman Ricnarps. Would you rather complete your point before 
questions aro asked, or would you mind being interrupted along the 
wav?) It is all right whichever way you want to do it. 

eneral Scorr. I have no objection to being interrupted. Tho 
elements divide themselves into parts so that yqu will find that the 
questions come after cach part. 

Chairman Ricnarps. Suppose we ask the questions after each point 
as it is presented, 

General Scorr. This morning I would like to cover the followin 
points: Mrst, the eciling of $100 million on the outstanding contractua 
authority under reimburseablo aid (sce. 4080) provisions of tho act; 
second, the eciling placed upon excess timitations; thint, the criteria 
and the basis for our programs, how they are developed: fourth, our 
obligations; fifth, deliveries; and sixth, the country set-up for programs 
and how it is broken down. 

Taking the first point, the question of the ceiling on the oulstanding 
contracts that is available for reimbursable aid; as you know, tho 
present. legislation limits that-—— 

Chairman Ricwarps. What kind of contracts? 
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Gencral Scott. Reimbursable contracts under 408 (¢). The present 
limitation, $100 million, which was included in the 1950 MDAP Act, 
is definitely limiting our operation and especially affecting the sates (o 
Canada. They are modernizing their army; they are adopting Ameri- 
can standards. Asa result of that policy they need a lot of equipment 
from us and are willing and able to buy it. 

Of the present $100 miltion ceiling, 98 percent has been used, leaving 
$2 million. $81«million of the $98 million is in connection with our 
operation in Canada. 

(Discussion off the record.) 

Mr. Ristcorr. 1 think any restriction as to what we should do with 
Canada would be shortsighted, because, if we have one friend it is 
Canada, and we should allow them to strengthen their forees at their 
* expense rather than ours, 

Gencral Scorr, That is why we aro rising it. It does restrict 
Canada in buying materials for war. 
_ We think that the proposed $500 million ceiling will meet the re- 
quirements of Canada and other nations desiring to purchase war 
materials. 
Aro there any questions on that? 
Chairman Rictuarps. Are there any questions on that point? 
Mr. Manartenv. Are there other countrics besides Canada? 
General Scorr. Thero are around 47 countries throughout the 
world that aro buying from us, but in most cases the amounts aro 
‘small and contractual authority for lead-time items is not involved. 
Mr. Mansrieup. There are 47 countries that you can work with on 
a reimbursable basis under 408 (c), just as you can with Canada? 
Gencral Scorr. Forty-seven countrics have made application for 
reimbursable aid throughout the world. 
(Discussion off the record.) aaa 
General Scott. Practically all of it is for Canada. The rest is in 
small amounts. I can givo you the figures if you want them. 
Chairman Ricuarps. Do you not think wo ought to have those 
figures in tho reco . 
Mr. Ssuta. I think so. 
Chairman Ricuarps. So do I. ’ 
General Scott. I can give you the countries to whom we are making 
available reimbursablo aid and the amounts. 
Chairman Ricuarbs. You would not want to put that on tho open 
record; is that correct? 
Gencral Scorr. That is truce. 

‘Mr. Vorys. Is that information about Canada classified? 

General Scorr. What they propose to do I do not think has been 
- released. Ido not think it should be released. ; 
Chairman RicHarps. You will furnish that information to tho 
- members of tho committeo? 

Goneral Scorr. Yos, sir. ; 

Chairman Ricuaros. Which will take in all of theso countrics. 

” Mr. Vorys. Generally, is it South Amorican countries? | 
General Score, There aro many South American countries included. 
Mr. Vorys. We hope they buy instead of getting it for free. 
Mr. Eaton. What was your hope based'on—experience? 
Mr, ponre. Just hope.. 
Mr. Eaton. Or imagination? 
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Mr. Suita. Not expericnee. 

‘General Scorr. 1 can read the countries if you want them Argen- 
tina, Australia, Belgium, Bolivia, Brazil, Cannda, Chile, Colombia, 
Costa Rica, Cuba, Denmark, Dominican Republic, Ecuador, El Satva- 
dor, France, Indochina, Haiti, Honduras, India, Italy, Korea, Malaya, 
Mexico, National China, Netherlands, Norway, Pakistan, Paraguay, 
Peru, Philippines, Portugal, Saudi Arabia, Thailand, Union of South 
Africa, United’ Kingdom, Uruguay, and Venezuela. 

Mr. Eaton. What basis do vau place the cligibility on? 

General Scott. Under the act, we are not permitted to make equip- 
ment available to any country unless their own self-defense, or defense 
of the area is maporiant to the security of United States. 

Mr. Vorys. That must be mostly chicken feed, odds and ends. 
What is it in general for the end items that they need? Can you givo 
us a general description of that, tho $9 million worth? 

General Scorr. It is largely for South America. It is for the equip- 
ment which is made available to them from our surpluses. 

Mr. Vonys. What would a country like Denmark want with that, 
or Iceland? 

General Scorr. Denmark is very small. The amount is only $600. 
Icclancd has around $15,000, consisting of somo radio tubes urgently 
required for a radar navigation station, and not available oxcept. from 
service stocks. 

I want to make clear that this list of countries that 1 just gave you 
includes countrics whoso eligibility has not been determined. It 
includes countries which have mado application for reimbursable aid, 
but not funded. In other countries the amounts have been funded. 

Mr. Suita. General, to what extent is Canada swinging: into the 
defense business? 

General Scorr. We think they are doing very well. 

Mr. Smita. What percentage of their industry is getting into 
defense work only? 

Gen¢ral Scorr. I do not know. 

Mr. Smite. T think that is important. 

Gencral Scott. Tho percent of tho total cffort? 

Mr. Suita. Yes. 

General Scort. I cannot answer tho question. 

Chairman Ricuarps. Aro there any other questions on this point? 

Mr. Suitu. Do you know what Canada’s program is in the defense 
field, the gross total? How much are they spending for rearmament? 

General Scorr. Their defense budget? 

Mr. Smita. That is right. 

General Scorr. We have that. 

Mr. Vorys. Does that come up later? I thought, from the way 
you have set it up, that you are going to givo us what the various 
countries are doing. 

Mr. Suita. I think the point Mr. Vorys is making relates to s1mo 
materia! that you will bo covering later on. Ho is thinking of con- 
tinuity; aro you not? 

Mr. Vorys. If you are going to give us all of that—— 

Mr. Smitn. I do not think we should take too much time on that. 

Gencral Scorr. We can givo you the Canadian budget and also the 


amount of deduction. We could give you that for tho record. 


(Tho information requested is as follows.) 
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DEPARTMENT OF DEFENSE, 
Washington, D. C., July 24, 1951. 
Hon. James P, RicHarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricuarps: During my testimony on July 20, 1951, Mr. Smith asked 
for information concerning Canada’s defense program. In my opinion, Canada 
is making a very substantial contribution to the collective security of the Western 
World. In this conyection, I am sure that the members of the committee are aware 
of the fact that Canada has never accepted any grant aid from the United States. 
During the Second World War Canada paid in full for all the matériel obtained 
from the United States and did not accept anything on a nonreimbursable lend- 
lease basis. Canada also made substantial contributions to the United Kingdom, 
in addition to supporting her own armed forces. The Canadian Government is 
following the same policy today. A brief statement concerning the Canadian 
defense effort is enclosed. 

I would also like to take this opportunity to submit for the record an additional 


statement concerning the pro technical amendment to the taw increasing the 
revolving. fund for contract authority for reimbursable sales from $100 million to 
million. 


Mr. Vorys and Mr. Roosevelt asked for more specific information concerning 
the typea of matériel that make up the Defense Department estimate that an 
additional $450 million worth of excess matériel will become available for use in 
the MDA program. I am enclosing a statement on this matter, and have included 
explanatory information pointing out that the amendment to the law will not of 
itself produce any additional excess matériel. The amendment we are recom- 
mending will merely permit the use of this matériel for MDAP rather than dispos- 
ing of it as scrap. 

it would be appreciated if this letter and attachments were made a part of the 
record. 

Sincerely yours, 
S. L. Scort, 
Major General, United States Army, 
irector, Office of Afilitary Assistance. 


CANADIAN DEFENSE EFFORT 


Canada is making a very substantial contribution to the collective security of 
the western world. The Canadian Government plans a total expenditure of 
over $5 billion for defense during the next 3 years, which includes approximately 
$1 billion for mutual aid to other NATO countries. 

Expenditures for defense and mutual aid during fiscal years 1951-52 will be 
approximately $1.6 billion, an increase of 90 percent over the $724 million ex- 
pended during the previous fiscal year. 

Canada in the present fiscal year will devote approximately 8.1 percent of the 

ss national product to defense. Approximately 45 percent of the Canadian 
vernment’s budget will be for defense. 


AMENDMENT OF SECTION #8 (E) OF THE MDAA 
(Public Law 329 as amended by Public Law 621) 


1. Procurement assistance to foreign countries on a reimbursable basis Is author- 
‘ized by section 408 (e) of the MDAA as amended. Terms of sale require full pay- 
ment before delivery. Prices charged are costs to the United States, or in 
the case of excess matériel not less than falr value as defined in the act plus the 
cost of repair and rehabilitation. Attached tab A lists for the information of the 
committee the major items and categories of items which have been or are being 
sold under the provisions of this section of the law. . 

2. This wise provision of the law has been of great benefit to the mutual security 
program In that: 

(a) Allies with dollar resources, notably Canada, can build up their own defen- 
sive capabilities at their own expense, without cost to the United States taxpayer. 

(6) Contracts let In the United States for production of items for sale to our 
allies increase our own mobilization base. 
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3. The United States makes no advance payments to contractors on behalf of 
the foreign purchaser. Before an item is delivered, funds from the foreign gov- 
ernment for which the procurement is undertaken must be in hand. 

4. Recognizing that, in the case of long lead time items, requirement for full 
payment in advance would tie up substantial dollar assets of forcign customers for 
a long time, Congress authorized the use of contract authority for this purpose up to 
atimit of $100 million. Upon receipt of a firm order accompanied by a dependable 
undertaking to pay when called on, the military departments may enter into 
procurement contracts on behalf of foreign purchasers, provided the outstanding 
amount of such contracts at any one time does not exceed $100 million. It isa 
revolving contractual authority fund. As prior contracts are liquidated by pay- 
ment by the purchaser, additional contracts may be entcred into. 

5. Orders or inquiries have been‘received from countries listed on tab B. Firm 
orders have been accepted, and payment made, or a dependable undertakin 
accepted under the contract authority provision for a total of $175 million o 
which $98 million is presently outstanding as contract authority. 

6. There are only three cases in which it has so far been necessary to use the 
contract authority provision, and Canada, with $81 million now outstanding 
tespresents the major part of this. 

7. The outstanding amount is now being liquidated at the rate of about $2 
million per month, and as production and deliveries increase the rate of liquida- 
tion will increase. It is expected to reach $4 million by September. 

8. The Canadian Government alone has indicated that it expects to place 
orders within the next fiscal year for long lead time items, mostly aircraft, amount- 
ing to almost the entire additional amount requested. Under the present limita- 
tion it is impossible to accept these orders (unless Canada makes full payment in 
advance) and phase the procurement for Canada into our own production sched- 
ules. Therefore, in order to avoid delays in provision of aircraft and aeronautical 
matériel and tanks which it is essentia] that Canada procure from the United 
States, the ceiling on outstanding contracts under section 408 (e) (2) (b) should 
be raised to $500 million. Approval of the increase is necessary in order to avoid 
putting Canada, which is paying for matériel obtained from the United States 
at a disadvantage compared with other countries which are obtaining similar 
matériel as grant aid. : 


CATEGORIES AND TYPES OF MATERIEL (AUTHORIZED AND CONTEMPLATED TRANS- 
ACTIONS) 
Vessels: 
Patrol crash boats, patrol frigates, destroyer escorts, cruisers (light). 
Vessel equipment of all types (including electronics): Naval guns, naval 
aircraft (P2V-5) and spare parts. 
Aireraft: 
GFP for F-86 planes, F-51 mustang fighters, T-6 trainers, T-33 trainers, 
ae Douglas bombers, B-17 Boeing bombers, aircraft spares for sev- 
eral types. 


Road construction machinery (scrapers, afr compressors, tractors) 
Engineer shop equipment. 
Engineer supplies and spare parts. . 


dios and radar equipment. - 

Closhing, gas masks, field ranges, miscellaneous quartermaster supplies, sub- 
sistence. 

Medical equipment and supplies. 

Armored cars and medium tanks. 

Motor transport vehicles. 

Small arms and machine guns. 

Artillery and fire-control equipment. 

Small arms and machine gun ammunition, 

Artillery amfnuntion. 

Bombs, rockets, and miscellaneous ammunition. 

Miscellaneous: Sand bags, tools and tool sets, plans and specifications, publica- 
tions, instruction manuals, films and film strips. 


af 
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COUNTRIES FROM WHICH ORDERS OR INQUIRIES HAVE BEEN RECEIVED FOR 
REIMBURSABLE AID 


Argentina Ei Salvador Pakistan 

Australia Trance Paraguay 

Belgium French Indochina Peru 

Bolivia Haiti Philippines 

Brasil Honduras Portugal 

Canada ‘ Iceland Saudi Arabia 
Ceylon, withdrawn India Sweden, withdrawn 
Chile Italy Thailand 
Colombia Korea Turkey, withdrawn 
Costa Rica Malaya Union of South Africa 
Cuba Mexico United Kingdom 
Denmark Nationalist China Uruguay 
Dominican Republic Netherlands Venezuela 

Ecuador ; Norway 


The following additional countries are eligible for reimbursable ald, but have 
not submitted specific requests for such ald: 


Burma Nicaragua Tran 
Greece Panama New Zealand 
Luxemburg Indonesia 


AMENDMENT INCREASING LIMITATION ON TRANSFER OF EXCESS BY 150 MILLION 


1, The Mutual Defense Assistance Act of 1949 (Public Law 329, 8itst cone? 
defines “excess” as meaning the quantity of equipment or materials owned by t 
United States which is in excess of the mobilization reserve of such equipment and 
materials, Mobilization reserve means the quentity of such equipment or ma- 
terials determined by the Secretary of Defense under regulations prescribed by the 
President to be required to support mobilization of the Armed Forcea of the 
United States in the event of war or national emergency until such time as ade- 
quate additional quantities of such equipment or materials can be procured. 

2. The act limited the worth of such excess equipment and material to be trans- 
ferred under this act, and under the Greek and Turkish Aid Act of 1917 (Public 
Law 75) to $450 million. Public Law 621, approved on July 28, 1950, authorized 
an additional $250 million worth of excess equipment, thereby increasing the ccil- 
ing to $700 million, : 

: 3. Asof May 31, 1951, $635 million of existing excess materia] had been sched- 
uled for delivery under this authority. Of this amount, $423 million hsd been 
delivered, Attached tab A shows the acquisition cost, by major categories, of the 
material delivered to date. 

. 4. The authority for the transfer of excess equipment has permitted disposition 
to friendly nations of substantial quantities of some types of material not needed 
for United States Forces, but valuable in building up the strength of the combat 
forces of the free world. About 67 percent of the material planned for transfer 
under thie authority is being furnished as grant ajd, and will be without charge 
to the appropriation except for the cost of repair and rehabilitation. The remain- 
ing portion of the excess material will be transferred as reimbursable assistance 
under the provisions of section 408 (e) of the act, in which caso the recipient coun- 
try reimburses the United States for the cost of a and rehabilitation plus the 
fair .slue, before rehabilitation, of the material. In no case is this fair value less 
than 10 percent of the original acquisitien cost of the material. 

§. In view of the fact that the authorized ceiling of $700 million has nearly 


been reached, the proposed legislation Includes an amendment increasing tho’ 


limit by $436 million to 8 grand total of $1,150 million. Presently planned 
programs will substantially exhaust current excess stocks of the military depart- 
ments. Generation of excess, however, is a continuing process. As new and 
improved .weépens and other items of military equipment are developed and 
delivered, the military departments are able to release some of the older material 
as excess. It is impossible to forecast exactly the amount and nature of excesses 
that may be generatedinthefuture. Attached tab B fs the best estimate presently 
available of the nature and amount of additional pxcess material. 

6. The matériel deficiencies are met through a cOmbination of {ndigenous effort, 
United States grant aid from appropriated funds and available excess atocks. 
Unlees the present limit of $700 million fs increased as recommended in the pro- 
posed legislation, it will be impossible to fully: meet the material requirements 

‘ : 


: } 
‘ } , 
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without increasing appropriated funds. Without such authority the United 
States cannot make effective use for MDAP of the excess material generated, 
and, further, the military departments would eventually have to dispose of such 
excesses, resulting in a net loss to the military potential of the free world. 

7. The law very clearly and specifically defines the term “excess’’ for this 
purpose. The military departments make the determination of excess in accord- 
ance with this definition. The proposed amendment to the act will not, of Itself, 
generate any additional excess, but will permit the Departinent of Defense to 
apply any excess that may be generated to the mutual defense assistance program, 
In the absence of the proposed inerease in the authority to transfer excess matcrial, 
such excesses would have to be disposed of as scrap in accordance with the pro- 
visions of other laws. 


Acquisition cost of major categories of excess matériel transferred 


Vessels.... 22222222 eee $198, 574, 528) Medica)..........--.-. $96, 570 
Vessel cquipment._..... 1, 420, 629 | Chemical and transpor- 
Aircraft.......--.----- 90, 204,034] tation........2..2..- 177, 900 
Signal. ...2...2..2.-2.- 726, 109 | Public Law 75. --..--.- 1, 695, 762 
Ordnanee.......-...... 180, 193, 422 ~— 
Engineer. ........---_- 205, Total.....---..- 423, 477, 867 
Quartermaster. ........ 183, 420 

Proposed additional ercess authorization 

{In thousands of dotlars) 

Vessels and vessel equipment 212, 000 
Aircraft, spare parts. -.....-.-- 
Ordnances: 6 oc.2 22s eee ces cs eek ele 28 


Tanks and combat vehicles 
Artillery and fire control.............-- 


Motor transport vehicles..........-...-.-..--------2-5 

Others 2.) ste wns Morr ee eal nel ewee wets 
SIBNAL. ove tees Clk ee datos ee cate des mw eit oa att chun ae 1, 500 
POtahse sw cdcetoedie ns sGhecec seh se eee oseed eee Sk be sess 450, 000 


Chairman Ricuarps. General, before you go on, may I make a 
statement? Some of the members came in a little late. Theo matter 
now under discussion is reimbursable aid. Will you give us the 
citation? 

Gencral Scorr. Paragraph 408 (ec) of the act. 


Chairman Ricnarps. I want to refer to the act. Pago 10, tho: 


third paragraph, states, “The President may, from time to time, in 
the interest of achieving standardization of military equipment and 
in order to provide procurement assistance without cost to the United 
States, transfer, or enter into contracts for the procurement for transfer 
of, equipment, materials, or services,” and so forth. That is what 
the General is talking about. A few of the members came in a little 
late, and I wanted to have that in the record. 

General Scorr. It should be recognled that the $100 million is 
realy in the form of a revolving fund. 

Mr. Vorys. Have you spent more than the 100? 
Genera! Scorr. Yes, sir. If an articlo is delivered off the shelf, 


for peheneerene they pay for it immediately, the revolving fund is - 


not invol For a long-tead item—— : 
Mr. Vorys. How much have you ‘procured all together? -You 
said there was 98 used, I thought. 
. General Scorr. Of this contract authority. ; ; 
Mr. Vorys. Yes. I had forgotten it was reimbursable, that is, 
that it was revolving. And you said that 98 out of the 100 had been 
used, 81 to Canada 
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General Scorr. That is right. 

Mr. Vorys. Is the total procurement more than 100? 

General Scorr. Yes. 

Mr. Vorys. How much is it? 

General Scorr. The last report I have indicates that the total of 
about 175 million has been funded. 

Mr. Vorys. That means paid for? 

- General Scorr. Part of it has been paid for, and part of it is out- 
standing in the form of contract authority. 

Mr. Vorys. What do mean by “funded”? That is a new word, in 
this connection. 

B General Scorr. That the countries have either paid cash, or sub- 
mitted a satisfactory “dependable understanding” as required by the 
act. , 

Mr. Vorys. Then you must mean that 77 million has been paid 
or—— 

Chairman Ricuarps. And the other is in process of payment? 

Mr. Vorys. Yes. If you want a new limit of $500 million out- 
standing, how much is the total? 

General Scotr. That depends on the application made by the 
countries. It is pretty hard to project that into the future. 

Mr. Vorys. At that rate it could run pretty nearly o billion of 
procurement, that is, if that percentage were projected. If you have 
procured $175 million against a $100 million limitation on the out- 
standing contracts, do you think it is going to go along tike that? 

General Scorr. I do not think it will rise much higher than that for 
items other than long-lead items, which require this financing under 
the $100 million limitation. 

In other words, the $500 million will cover all aspects of that type 
of requirement, because we are liquidating right now at the rate of 
about $2 million a month in this revolving fund. 

Two million dollars a month is liquidated or twenty-four million 
dollarsa year. That will probably be stepped up to about double that, 
about $4 million a month, which would be around $50 million a year. 

Mr. Roostvetr. Will the gentleman yield? 

Mr. Vorys. Yes. 

Mr. Roosevett. How many applications have’you now got out- 
standing which would lead you to believe that $500 million would 
take care of it? ia 

General Scorr. I think there is sufficient slack there so that the 
service estimates will take care of that. 

Mr. Roosevett. Do you have a lot of outstanding applications 
now which you cannot handle because of the $100 million? Is that 
the problem? nae 

General Scorr. We could Bet along with $100 million if Canada 
did not enter the picture. That is basically the question. 

Mr. Vorys. $390 million is for Canada. 

Mr. Roosevett. Thank you. eee eae 

General Scorr. We would not require this change in ceiling except 
for Canada. : 

Mr. Vorys. Would you contemplate an possible impact there of 
$500 million, plus 5 times 75, $375 million, which would be $875 
million on your military production within the next year? Or would 
you contemplate the impact of $500 million? 


‘ 


' 
fa 
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General Scorr. I would count on an impact from Canada—— 

Mr. Vorys. Of $390 million? 

General Scorr. Say $400 million, if this program materializes, plus, 
roughly, I would say, not over $100 million for other countries; 
between $500 million and $600 million at the present estimate. 

If there are no other questions on that subject 

Chairman Ricuarps. Restate your next point. 

General Scorr. The next question is the subject of excess limita- 
tions which are prescribed in the act. The authority to transfer excess 
property, including excess transferred under the Greek-Turkish Aid 
Act (Public Law 75) was limited to $450 million. In Public Law 621, 
approved July 26, 1950, $250 million more was added. So that under 
present legislation the excess limit is $700 million. 

Mr. Rooseve tt (presiding). 408 (d)? 

General Scorr. Section 504 of the proposed act. 

Mr. Reece. May I ask what provision the Gencral is referring to? 

General Scort. Of the new act? Section 504 of the present pro- 

sed act. 

POM. Vorys. Could I say this for Mr. Reece and the other new 
members. We had long, drawn out arguments about the pricing, and 
so forth, of excess equipment. 

You will find in 403 (c) some definitions that were sweated over at 
great length, and apparently that formula is still satisfactory. Is 
that right? 

General Scott. Yes. 

Mr. Vorys. We did not want them to buy stuff and then have them 
say, ‘We don’t need it,” and let to go for a song. 

We were fearful that the limitations we put on it—— 

Mr. Reece. I see it now. 

Mr. Vorys. That is what this is about. 

Gencral Scott. We have now, as I have stated, a $700 million 


ceiling under those two acts. There was no request made to increase’ 


the ceiling when the supplemental appropriation bill was up for 
consideration last year. we still have the same limitation of 
$700 miilion. 

Of the $700 million, $635 million has been programed, cither 
unter 408 (c) or in our grant aid program. I would say in gencral 
that. two-thirds went into grant aid and one-third into 408 (e). 

Of the $635 million, $423 million has been delivered. We are 
requesting in the proposed legislation that the ceiling be increased by 
$450 million. So that our new total will be $1,150,000,000. 

We feel as time goes on we will continue to generate excesses, as we 
always have, and if we can properly use these excesses in connection 
with our programs it will cut down the over-all cost to the United 

tates. 

In other words, we feel it is better to uso the excesses than to dispose 
of them under other arrangements or by other means. 

Mr. Vorys. What is the latest date of manufacture in the items 
that we are declaring in excess? 

Generel Scorr. I do not think you can state a date. It depends 
on whether it is obsolete or not. 

Mr. Vorys. That is what I am tryiug to find out. 

General Scorr. I do not think you can establish a date. 


ee seeatnae neve 
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Mr. Vorys. I would tike to know where you have a possibility of 
$400 million worth of stuff that would come within the excess 
definition. 

General Scott, I would say about half of it is programed and half 
ofitisnot. As you know, it affects our reimbursable aid ceilings very 
substantially. Of course, this is only the equipment which would be 
normally declared surplus or excess to our own requirements. 

I might read the definition of excess: Tho Mutual Defonso Assistance 
Act of 1949, Public Law 329, defines excess as meaning “the quantity of 
equipmien or materials owned by the United States which is in excess 
of the mobilization reserve of such equipment and inaterial. Mobiti- 
zation reserve means the quantity of such equipment or materials 
determined by the Seeretary of Defense under regulations prescribed 

tho President to bo required to support mobilization of the Armed 

. Forces of tho United States in the case of attack or national emergency 

until such timo as additional quantitics of such equipment or materials 
can be produces 

Mr. Vorys. That is what I want to find out. You delivered $423 
worth. I would like to find veut where you have got kicking around 
any $700 million worth of equipment that is excess to our mobilization 
mequineiients, because I thought wo were pretty thoroughly mobilized, 
and wero short of equipment. At Icast, we tried to mobilize for 
Korea and the fellows wero shy of all kinds of things over there. 

General Scott. As you notice, there was six-hundred-and-thirty- 
odd-million dollars’ worth of this amount already programed, of which 
only some $400 million has been delivered. 

That means that the ceiling under tho present law has almost been 
reached. We would be stopped in our efforts to make much more 
available under 408 (e). Lend-lease vessels took up a good part of 
the $630 million. [4+ me give you tho categories of those delivered 
items, if I have it here. : 

Of tho $423 million worth of equipment transferred, $198 million 
was in vessels, $130 million in ordnance, $90 million in aircraft, and 
just miscellancous items in other types éf equipment. 

Mr. Roosevetr (presiding). Were those naval vessels or merchant 
marine? 

General Scorr. Naval vessels. 

Mr. Roostvect (presiding). What types of craft? 

General Scorr. Destroyer escorts, principally: 

Mr. Roosevent (presiding). ‘Two cruisers to Brazil? 

General Scott. Yes. One submarine, I believe; one aircraft 
carrier. , 

Mr. Rooseve.t (presiding). Have you any programing of tho 
anticipated excess? I think that is what Mr. Vorys Is really worried 

about; how we are going to find enough excess to justify tho additional 
amount of moriey appropriated. ; 

General Scorr. If we do not have the excesses, wo will not use tho 
‘ authority. ; 

Mr. foosrvent (presiding). If you have the money, there is 
always 8 tendency to declare excesses. : ae 

Mr. Vorys. You have your requicst ,of $450 million additional, 
raising it to $1,150 million. Four hundred of that has been delivered. 
How much do you say there is for ordnance? 

General Scott. Delivered? 

? 
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Mr. Vorys. Yes. 

General Scort. $130 million. 

Mr. Vorvs. I just wonder where you think you are going to have 
five, six or seven hundred million dollars of military equipment 
that we can transfer without detriment to the national security of 
the United States, and that is not needed by the Reserve components 
of the Armed Forces to meet training requirements. 

General Scotr. Well, you will find a tot of this equipment is 
equipment which is no longer necded by our own forces. Artillery is 
ono classification. Propeller aircraft is another. There may be some 
ships in the future programs. 

Mr. Roosevent (presiding). Does that mean all the Reserve Air 
Force aro completely equipped today? [ get reports that our Air 
Force and Naval Reserve units have a terrible Gime to get enough 
equipment to get in their flying hours. 

General Scorr. Wo will not release the equipment until it is ,de- 
clared excess to our requirements under the definition which I just pave 

you, 
> Mr. Roosrvent (presiding). Once we have given you the money, 
itis out of our hands. What we are trying to find out is how can you 
give us tho assurances that that amount of money value is going to 
ecome really an excess. 

I think that is what is really worrying some of us. 

Mr. Cannanan, What is the process of declaring it surplus? Who 
declares it oxcess? | 

Mr. Vorys. This is the law [reading]: 

That no equipment or materials may be transferred out of military stocks if the 
Secretary of Defense, after consultation with the Joint Chicfs of Staff, determines 
that such transfer would be detrimental to the national security of the United 
States or is needed by the Reserve components of the Arined Forces to meet their 
training requirements. 

When it is declared so to be excess it hias a special price on it, a special 
valuo put on it, and it goes cheaper or it goes for free, is that not 
correct? 

General Scorr. It Rows two ways. It flows into tho grant aid pro- 
gram or into the 408 (e) program. 

Mr. Vonys. Reimbursablo aid? 

General Scotr. Yes. If it flows in the grant-aid program, the 
only thing that is chargeablo to the program is the rehabilitation cost, 
packing, handling, crating, and shipping costs. 

If it goes into the 408 (e) program, then according to tho require- 
ments of the law we must charge it cither as scrap valuo, market 
value, or 10 percent of the acquisition cost, whichever is the larger. 

Mr. Vorys. What it means, though, is that it is an addition to tho 
total authorization. It is an addition which is justified. Iam tryin 
to find out what is the prospective stuff that is going to bo justified 
_ a8 excess in the coming year so that it should be included in this bill. 
I cannot think of any propeller-driven aircraft that could be avail- 
_ able because of the things you mentioned, Mr. Roosevelt. I do not 
think that the Reserves have all thoy need. At least, thoy aro ‘‘hol- 
lering”’ for moro; possibly it is truo with ships. 

As a layman, {cannot think of any ordnance or pretty nearly any- 
thing else that could be declared excess in tho coming year in any such 
amount, 
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Mr. Roosevett (presiding). Maybo, General, this could be 
cleared up a bit if wo had an idea of the process that goes on in the 
Department of Defenso in arriving at how this is brought up to the 
Secretary of Dofense and the Joint Chiofs of Staff. 

How does item A become excess? Does the unit commander say, 
“Wo don’t like this thing any moro”? 

Gencral Scott. No. 

Mr. Rooseve tr (presiding). How does it work? I know it is not 
that simple. 

General Scorr. It is processed by cach service. Tho basic criteria 
are established by the statement I just made. It must bo excess to 
our mobilization requirements. 

Theo item is developed in tho services through obsolescence or 
excesses. There are very few of those right now. It goes to cach 
of the Government departments to see if thoy can use that item, 
before a final determination is made that it is excess to the require- 
ments of the Government. It is a very comprehensive procedure. 

Mr. Vorys. I ones part of those 97 million can openers that wo 
havo read about will bo excess? 

General Scorr. I am not familiar with your can openers, 


STATEMENT OF COL. H. C. BURGESS, CHIEF, FOREIGN MILITARY 
AID BRANCH, SUPPLY DIVISION, G-4, UNITED STATES ARMY 


Colonel Burarss. Would you like to have something on the type of 
things that. are involved? 

I am Colonel Burgess. I have charge of the Foreign Aid Branch, 
G-4, Department of the Army. 

Tho excess items that wo are now using, both grant aid and reim- 
bursablo, are such things as the 1903 rifle. 

To answer your question, Mr. Vorys, wo go way back to 1903. 
Some of our bayonets and things go back to the Spanish War. It is 
items we have on hand that anyone would have a use for. Someone 
might like a nico sharp bayonet. They are all good. Wo want to 
sell them and get some revenue from them. 

Another item would be the M5A1 tank, which is a tank with a 
37-millimeter gun on it. We no longer use that, and it has no use in 
our training. It bears no relation to an M46 or M47. 

Another item would bo the Thompson submachine gun, caliber .45, 
which no longer has any use, There is a 57-millimeter ground gun. 
Some of you may remember that. It was used by the infantry during 
World Wer II. That is no longer needed. The 57 recoilless has 
taken its place. 

It is items of that typo and items generated by the receipt of new 
weapons that determino whether it 1s excess as far as the Army is 
concerned. 

As far as the determination of excess is concerned, that is done by 
a board in tho Department of the Army, to determine if thero is any 
ossiblo use for it by the National Guard, Reserve, or Regular Army; 
if not, then it gocs into an obsolescence stage. But it all depends on 
the receipt of new equipment. It is just a question of purifying the 
entire Army system atid trying to derive.some revenue, in the case 
of 408 (ec), from these old items which we no longer use, and furnishing 
the items that havo some application. 
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Mr. Roosv eur (presiding). Your stuff is mainly ordnanco, I 
gather 

Colonel Bunarss. Mostly ordnance. 

Mr, Rooskvect (presiding). About $130 million of the $423 million 
so far oxpended is ordnance. What is the rough value of tho excess 
ordnance now on hand in the Department of the Army? 

Colonel Burarss. I have not got tho figure. I could get it for 
you. Itis considerable. 

Mr. Rooseveet (presiding). An important question is how did wo 
arrive at that figure of the additional $450 million. How did wo arrive 
at that? Is that an cstimate of what is on hand as excess now, and 
what probably will bo in the next vear, duc to this purifying process 
as youcallit? Did the Army, Navy, and Air Force get. together and 
say, “Wo havo thison hand. That is excess, and wo expect so much 
more through the purifying process, therefore, we come up with s 
figure of $450 million”? 

Colonel Burarss. We submitted an estimate to the Department of 
Defenso as to how much we thought we could use. It depends on 
whether the countries ask for this equipment or not. It is a selling job 
on our part. If the country will not ask for the equipment, we can- 
not by flaw make them take it. It is a selling job on our part. 

We have estimated to the Department o Defense how much wo 
need for the next year. That is combined with the other two serv- 
ices’ estimates to arrive at the figure of $450 million in our request. 

Mrs. Kentty. Will the gentleman yield? Js this excess sold to 
individuals? ; 

Colonel Burarss. No; government to government. No commer- 
cial concerns would buy it. 

- General Scotr. Do you want to hear from the Navy and Air 
arce 

Mr. Roostvext (presiding). Yes. 


STATEMENT OF COMMANDER GEORGE D. HOFFMAN, OFFICE, 
MILITARY ASSISTANCE, SECRETARY OF DEFENSE 


Commander Horraan. My name is Commander George D. Hoff- 
man. Lamon General Scott’s staff. For the Navy the excesses have 
been mostly in the nature of destroyer escorts. These vessels are 
very slow, about 16 knots, Dicsel-driven. They are not up to the best 
standards of oven destroyer escorts, because we have better ones that 
are steam-driven and are faster. Wo have been reluctant to release 
any, and thus far have not done so. Each instance is weighed very 
carefully as to whether or not oven the slow escorts will be mado 
excess. . 

In addition to the destroyer escorts, there are certain amphibious 
vossels that are unsuitable to the mobilization requirements, such as 
landing ships, infantry, large, and landing ships support, large. 

he name “Jarge” is a little misleading because actually they are 
uite small. A lange number of thoso vessels havo been found unsuit- 
able for future use, and have therefore been deelared excess in, | 
believe, a very thorough manner of calculation by various boards, 
sand havo been programed at no cost except for the rehabilitation 
charges in the grant-aid procedure, and have been made available for 
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possible sala in reimbursable procurement, at which they would yo 
at 10 percent of their acquisition cost plus charges for rehabititation, 

Then as wo know, six okt eruisors were sold to Latin-American 
countrics for some 6, 6, or 7 million dollara apicce. 

hose old cruisera were found to be unsuitable in our mobilization 

lans for tho future, Afso, thero have heen aireraft known as SEC's, 

‘hoy are dive bomber whieh were successful in World War Ul, but 
which now aro outmoded. L think the Navy is very glad to either pro- 
gram thom on griut-aid programs or, if possible, sell them to any 
country wishing to buy them. 

There aro probably other instances of smaller craft. E think that 
ia a peneral oxplanation. 

Tho Navy haa used tho military aid program to some extent as 
“@& iIncans of xetlling onlatanding lend-fease accounts, 

An inatanco of that is Cho six Dh's that have been in the possession 
of Franco since World War UL ‘To get Chem aff tho books they have 
put them in the program. ‘That lodges a charge aginst excess, be- 
causo each one of those veascts has oa value of 3, 4, 5, or 6 million 
dollara, and when multiplied by 0, one ean quickly arrive at a possible 
lodgment against excess changes of about $30 million. 

Mr, Vorys. [ saw tho first shipment of military aid on March 8, 
1950. Tt went aboard the Dirmude. That was a lentd-lease ship. 
It was loaded up, FE think, with those SB2C's, 

Wo had $530 million worth of stuff sipped the first year. How 
ia that tirat. shipment carried on the books’ 

Commander Horeman, ‘Phe SB2C's and the Fal’s aro carried as 
excess, But tho program was charged for tho rehabilitation of those 
planes. Franco got tho planes at no charge. 

Funds wera charged to tho program for the Navy's work in rehabili- 
tating tho aircraft. Tho vessel itself, the Dirmude, happened to bo a 
Jend-loaso vessel. 

I beliovo it is the Navy's desire to write that vessel itsolf off tho 
neck think that is still an outstanding, unsattled lond-loase 
account, : 

What tho valuo of it would bo T do not know. [Tt would bo soveral 
million dollara and theroforo would require tho availability of an 
adequate excess limitation. : 

r. Vorya. Instead of trying to pull thie out ite:n by item, T 
think Genoral Scott or somebody could just say, “Wo are asking for 
oxoeas equipment, what is loft over, $500 million, half a billion dollars, 
of authority for noxt yoar. 

“Wo are suro abontit. This is why wo asked it. Horo ia what will 
be oxcess."’ Thoy can cithor say that or say, “Wo just got in a corner 
and by guess and by God wanted to seo if you would stand for tho 
$500 million in excoss equipment.” 

I do not want to tako tho timo of tho committees further on that, 
but I want tho answor. | 

Mr. Roosrveiwr (presiding); Wo can got cithor ono or tho othor. 
Wo can find out if they had any ostimatos for it or find out whothor 
‘it was just a guess. 

' General Scorr. I wilt gave you that breakdown right now. ‘Thia is 
for the ae ey Aho aa Purnihed unde 10 sie Tare 

m, $1,606,000; the fiscal year - gtant-aid program, 
$205,408,000. 
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Mr. Vonys. Ifyou will pardon mo, that docs not tell mea thing. 1 
want to know what the future stuff is. Ef you are doing this for my 
benefit, there is no use reading those past deliveries. What [want isto 
seo n fist of the stulf that is either now excess or you think is going to be 
excess, When you come in with a half-bitlion dollar request for excess, 

Mr. Roosevenr (presiding), The eotonel said that the Army sub- 
mitted its estimate of what either was excess or probably would be. 

Ceoneral Scorer. Dollar estimate, 

Mr. Roostvece, (presiding). Ef we cnn have that for all three 
Rervices, We can see how the fotal comes out and how the $400 million 
inarrived at. Tf you will submit Chat for the record Inter on, General 
Sealt, wo can proceed to the next item, 

(The information referred to appears on p. 702), 

Cenoral Scorr. The noxt subject is tho question of the development 
of the programy, of the programing process and the eriteria whieh 
underlics our programing. 

1 thought since this was such an important subject and lias been 
discussed on a number of occasions here, it would the well to yo into 
that in considerable detail, 

L have before mein draft of a directive which we have prepared in 
connection with this matter, ‘This program process, as we call it, 
requires a number of steps. The first is dhe review or determination 
of the United States objectives in countries or areas (o receive assist- 
anee, 

Second, a determination of the forces to be supported. 

Third, a determination of the scale of equipment of these forces. 

Fourth, the calenlation of gross matériel requirements for the forees. 

Fifth, the determination of assets on hand or anticipated in coun. 
tries or areas. : 

Sixth, the calculation of net matériel deficioncios, and last, the 
preparation of matériel program, 

Mie eghipment. and supplies for the NATO members will be pro- 
vided only for those forces required by the medium term defense plan 
and accepted by the country concerned as definite commitinenta. 

In NATO countrios, equipment and sapptiea will not be furnished 
for the following: thoso forces, facilities, and catablishments which 
do not contribute to the definite country commilmenta to mect the 
requirements of the medium-term defense plan. 

Second, home guards and territorial groups which after Maloy will 
bo operational on no part-time basis only. 

‘Thint, gendarmeric; fourth, infrastructure. 

Kor | he non-NATO countries; (hat is, countries under title Hand 
title HI-—- 

Mr, Currenrieto. May T ask a question there? Homo guants; is 
that correct? 

Goneral Scott. That ia correct. 

Mr. Cuipereteno. There is an underground in Norway: is there 
not? Uknow there was during World War ll, Could thoy be utilized? 
‘Could you not furnish them soma equipment? 

Qeneral Scort. Our objective now is to pot the forces equipped 
that are going to bo in General Eisenhower's fold forces. 

As a policy, aa stated here, wo do not propose to furnish equipment 
for other forces. Wo expect the countries to do a part of this job. 
‘Thoy should accept that responsibility. 
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Mr, Crurenrieen, TE undoratand. 

Qeneral Scorr. For non-NATO countries, equipment and supplies 
will bo provided only for those forces that are essential for the accom. 
ishment of the United States objectives in the respective country, 
In consonance with United States plans and poticies, and are in being 
or immediately mobilizablo and have the capability to absorb and 
utilize tho aid effectively. 

Equipment and aupytice in the non-NATO countries will not be 
provided for forces which after Malay will be operational on a part- 
timo basia only; forces which are not under centralized military control, 

Mr. Vorys. What do you mean by “not under centralized mititary 
control”? 

(eneral Scarr. In certain southeast Asia countries there are many 
individuals who are provided military equipment who opernte locally 
and who sre not under centralized military direction as organized 
forces. Wo are saying we give aid and assistiunce only to organized 
forces. 

Mr. Vorys. You mean the other fellows would be guerrillas or a 
local police force? 

General Scotrr, They suppress guerrilla activity under some local 
authority. Mony of them have equipment, but wo do not think 
it ia our responsibility nt this time to undertake that obligation, 
when we have so many other obfigations to undertake. Countries 
will have to find ways of meeting this requirement, 

Now, on this question of sealo of equipment for foreign forces, it was 
given considerable study by the Joint Chiefa of Stal and by the 
services. They have laid down certain general conditions whieh are 
considered in arriving at the basie factors they use in preparing the 
programs. 1 would like to read these, if T may. 

In general, the magnitude of the rearmamont progrmm makes it 
imporstive that the United States limit its commitinents to those of 
the highest priority only. 

(6) Combat forces of some, but not all, of the countiies need bo xo 
equipped as to approach a capability of performance comparable to 
similar United States units. The scale of equipping these forces 
should be related to tho missions they are expected to execute, and 
the conditions under which thoy are expected to operate. 

(c) Those forces scheduled for cambat in support of United States 
and NATO plans should be equipped along lines equivatent to those of 
comparablo United States units. 

“Equivalent” docs not necessarily imply complete equality of 
organization and equipment. For tho specific tactical mission in- 
volved, however, there should be equality of capabilities. 

Now, I am going to read to you what [ consider to bo a very im- 
portatit policy that relates to spare parts and ammunition. Some 
parts of this f will have to edit. 

Mr. Roostvett (presiding). Do you want this off the record 
completely? 

General Scorr. It goos ‘into combat reserves, and I would rather 
have it off the record. 

Mr. Roossvext (presiding). This will be off tho record. 

(Discussion off the record.) 

General Scorr. Briefly, for the record: In the interest of inducing 
countries to achieve a self-supporting basis for those items, the 
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United States will no longer provide on a grant basis the spare parts 
and nntnunition required too maintain and supply Uniled States 
equipment on hand to countries with the eapreity of (1) purchasing 
such items from the United States under the provisions of 408 (¢) 
of the MDA Act of 1049, a8 amended, or (2) producing, or otherwise 
procuring such items, 

In the preparation of the fiscal year 1963 programs, the following 
policy gaverna: For spare parts (1) not) to exceed | year's supply 
at United States peacetime mites ony be supplied for end ems by the 
fiseal year 043 programs; (2) in addition, not to execed 4 months’ 
supply at United States or NATO approved combat rates may be 
supplied for items in the fiscal year 1053 programs; (3) spare parts 
nny be furnished on a grant basis for equipment turnished onder 
previous progmims ton total on hand not to exceed the above levels, 
provided such aetion is determined to be essential to the combat 
elevtiveness of forces; (4) spare parta will not be included for items 
furnished under previous MDA programs, lend-lease, or other sources 
when thes can be provided) fram country production or country 
purchase, 

‘The same general principle applies in the case of ammunition, 

On recommendations. of the respective United States military 
xervices, or the country MAAG, and in the cases of NATO countries, 
JAMAAG, the Department of Defense may approve exceptions to the 
above policy when such exceptions are clearly in the interests of the 
Mutual Security Prograin. 

That covers, | think, broadly enough, this whole queation of am- 
munition and spare parts, 

Now, to discuss tho contents of the material programs, Material 
programs will exclude the following types of items: 

(a) Obsolete or obsolescent items, unless the country itself agrecs 
to accept them; 

(6) Equipment of questionable «.perational value; 

(<} Equipment which for security reasons should not be mado 
available; and 

(¢d) Equipment for which a country has no direct military need, will 
be unable to absorb, or will be incapable of utilizing at the time of 
expected delivery. 

ft follows that no equipment which would go into a country’s 
stockpile should be shipped except for authorized reserves and main- 
tenance levels. 

Mr. Futton, Could we ask there, docs that mean no excess of 
equipment, as distinguished from surplus? 

General Scorr. That means we will send no equipment to a country 

if tho forces are not in being to accept it, except those items which you 
normally have to store, such as spare parts, ammunition, and so forth. 
The point is, wo are not shipping equipment to be stored. 
Mr, Fuston, Yes. But within what period of time must it be used? 
For example, thero is the distinction between excess equipment that 
wo have and surplus equipment. For example, is it intended to be 
usable within a year? 

General Scorr. This has nothing to do with excess or surplus equip- 
ment. Wo aro talking about equipment we are making available to 
these countries under our end-item programs. 
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Mr. Funton. That equipment it is assumed is to be usable. It 
does not get into the question of being excess equipment at all in those 
countries. 

General Scorr. Will it become excess in those countries? 

Mr. Futron. Yes. Excess to immediate needs, but usablo within 
a certain period of time. 

General Scorr. Well, we do not furnish the equipment if it is going 
to be excess, but we do furnish equipment for forces which are mobiliz- 
able just the same as we do for our own forces—mobilizable in units. 
Then that would be furnished to the unit direct and would not be ex- 


cess. 

Mr. Futon. The other part of the question is, if they need that, do 
you supply any equipment for reserves? 

Genéral Scorr. We supply equipment for forces which are included 
in the NATO plan and which are mobilizable within 90 days. 

. Mr. Furron. That is part of the answers. 

General Scorr. But thoy are supposed to be combat effective at 
that. period. 

Mr. Futton. Thank you. 

General Scorr. (¢) Human blood and human blood derivatives. 

(f) Also narcotics and antibiotics. 

(g) Housekeeping equipment, such as fictd ranges, tents, type- 
writers, and so forth, 

(A) Personal equipment and personal supplies of a type peculiar to 
the armed forces. ; 

@) Prefabricated warchouses, bulk storage facilities for POL. 

Mr. Vorvys. Would you tell us what that personal equipment 
means? Is it uniforms 

Gencral Scorr. That is right. Uniforms, undershirts, belts, web 
equipment of various kinds; mess kits and all the items that a soldicr 
has with him. 

Mr. Ssutu. Is there any tobacco in that? 

Gencral Scorr. No. 

Mr. Vorys. Yes. The tobacco is in the list that is excluded. 

~ General Scorr. This is all excluded. Wo do not furnish that. 

Mr. Roosrvett (presiding). Yes; but ECA takes care of that. 

General Scorr. (7) Common use items, including but not limited 
to the following which are not furnished. Automotive spare parts, 
such as spark plugs, fan belts, brake shoes, tires ‘and tubes, and so 
forth. Second, clothing and textiles, Third, eng teeTIng equipment 
not on a tablo of ag. ee a and equipment of the United States 
enginecring troops. Food, forage, medical supplics, POL. Raw ma- 
terials aro not furnished. 

, Mr. Vornys. General, have you finished the list of exclusions? 
. General Scorr. Yes, sir. 

Mr. Vonys. I have two questions. Onc is, Could you give us an 
exataple of security items that are under (e), i think it is, or, in any 
case, security items? I immediately would think we are going to hand 
around atom bombs under this program. 

General Scorr, Atom bombs are not furnished, nor are 
cryptographic equipment. I am not familiar with all the security 
items, but they are prescribed in service regulations. —_- 

Mr. Vorys. General, I would think it would be of the utmost 
importance, and I cannot sce any military reason or any security 
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reason for not including substantially that fist in the public hearings 
and also in the report, It seems to me it would answer a thousand 
questions that come up. I hope you will consider that. 

Mr. Cuiperritio. General, just one moment. You excluded raw 
materials? 

General Scorr. Yes. 

Mr. Curprrrietp. Who pays for the building of an air base and 
the runways? 

General Scorr. We are not setting it up in our programs. Raw 
materials are furnished by the ECA programs to the extent authorized. 
The country pays for peg an air base unless it is classified as 
NATO infrastructure. The financing of infrastructure is currently 
under consideration in NATO. 

Returning to the discussion of end items excluded from our pro- 
grams, I should like to state that there are some exceptions. As 
you know, there are now and then going to be exceptions, particularly 
outside the NATO countries. 

Where a valid requirement exists for any of tho types of items 
listed above, where special circumstances indicate consideration, and 
where contingencies dictate that the items will not. otherwise be sup- 
plied in time, material programs may include any of these items, 

rovided adequate justification on an item basis for approval of tho 

epartment of Defense, accompanics the material program. 

In other words, we cannot make a blanket statement, but we re- 
quire, when they are included, that thoy be justified, item by item. 

Mr. Vorys. Wo marched clear up the hill and then down again, 
have we not? 

General Scorr. What do you mean? 

ne ponte: How much of the excluded stuff has been supplied up 
to date 

General Scorr. None to NATO countrics. This is not a now 
policy. The exceptions apply to such countrics as Greece and Turkey. 

Mr. Vorys. But you do that under the military program? For 
instanco. common use items? 

General Scotr. We used to, for Greece and Turkey only. Now we 
are turning over the civilian type of item to ECA, 

Mr. Vorys. I wondered, for the information of myself and the 
committce, and possibly the House, if we could have this. As I say 
I think this exehiicion list is an interesting list. Could we know if 
there had been no exceptions in NATO, or if the exceptions are trifling? 
The amount would show if it was trifling or not. 

General Scorr. Yes. There was some specialized flying equipment 
for Norway which was very special equipment. But that is the only 
one I know of. 


Mr. Vorys. I can see that the Greeks and maybe the Filipinos, 


or some others, might have to be given mess kita, or things like that. 
General Scorr. Tho exception paragraph is inserted not for the 
NATO countries, but for the other countries. 

- ] think you might discuss somo of the factors in the determination 
of the net matériel deficiencies. In order to determine net deficiencies 
the country's assets must be subtracted from tho gross requirements. 
Tho assets to be considered include the following: 

(a) Equipment on hand and serviceable. 
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(6) Equipment programed on yore mutual security programs, 
but not yot delivered and counted as on hand. 

(c)Anticipated output within the country as a result of the country’s 
production program. 

(d) Equipment scheduled for procurement in a third country, in- 
cluding direct purchase from tho United States. 
: ©) equipment scheduled for repair from unserviceable stocks on 

and. 


Items are eliminated which the ECA country missions indicate can 
be produced or procured by the country itself. 

Mr. Vorys. What is the last sentenco? 

General Scorr, Any item which can be produced by a given country 
should be included in the indigenous production program of the 
country, and such economic assistance as may be necessary should 
be provided to assist in that production. 

‘Mr. Vorys. By ECA? 

General Scorr. By ECA. Not by Defense. 

Mr. Vorys. Could I ask you this, General? In your whole $6,200,- 
000,000 Drogrann, is there any economic aid of any kind? Is there 
any matcrial furnished, or is thore any dollar aid of any kind furnished? 

General Scorr. There is no dollar aid, and to my knowledge no 
material furnished. 

Mr. Vorys. And no end usc items like food, and that sort of thing? 

General Scorr. None. 

Mr. Vorys. Is there any food in your program at all? 

General Scorr. None. No, sir. 

Mr. Futton. General, could I ask if you could como up with 
several alternatives? We on the committee must face the fact that 
this program may becut onthe floor. Now, if itis cut, then we should 
be able to explain what the effects of a cut will mean. 

For example, Senator Taft has recommended that the program be 
extended over 2 years instead of 1 year. We would say that is equiva- 
lent to a 50-percent cut in the military aid program. 

Would you then supply us with some soft of a not-too-detailed plan 
showing how the program would be handled on that basis? Let ussay, 
on the basis of a 50-percent cut, or, in the alternative, on stretching it 
over 2 heres Then give us the effects of such a cut. 

In addition, the other questionis: What would the effect of a billion 
dollar cut be, and how would you have to change the program to meet 
a billion dollar cut? Those are the two things I would like to have 
submitted to me and to the committeo, as they are contingencies that 
we directly face on the floor of the House. 

Mr. Roosgevetr (presiding). Could I ask a question on that to 
elerity what your question is? 

As [understand Senator Taft's proposal, he merely says we are going 
to give you this amount of money, but it is going to be spent over 2 
years. Now, under that kind of a limitation there is no reason why 
the three agencies concerned could not go ahead and spend it in the 
first year and come back to us next year and say, “Boys, your money is 

ne. Your 2-year program is finished in 1 year. The security of the 

world now depends on your modifying your original position.” 

Now, that is one answer. I mean, General Scott can come back 
and say that under Senator Taft’s proposal it makes no difference at 
all, because we are going to spend it all as we have a program. 


é 
f 


i 


i 


rod 


THE MUTUAL SECURITY PROGRAM 717— 


The other thing is: Do you mean that Senator Taft’s proposal is to 
cut this total program by 50 percent in this year, so that the other 50 
percent must be and can only be spent in the second year? 

Mr. Futton. May I comment first that I am in the position of 
having to take Senator Taft at his word, that he intends this program 
to be spread over 2 years. 

IT have asked for an answer in the alternative, if there is a difference 
either on the spreading of the program over the 2-year period, as 
Senator Taft says it, or taking it on & simple 50 percent cut for tho 
year, - 

Mr. Roosevetr (presiding). That is correct. 

Mr. Fu.ton. The third one, though, was the plan that would have 
to be followed on a billion dollar cut and the effect then of what that 
plan would be cither upon United States security or upon the program. 

Mr. Roosevetr (presiding). May I ask for a clarification of that? 

Mr. Futton. I can clarify that a little. I am talking about a 
billion dollar cut on the military program and not on the economic aid. 

Mr. Roosveut (presiding). All right. 

General Scott. Of course, we feel very strongly that this program 
should be approved as is. 

; Mr. Futton. Yes, sir. We must make these points on the floor, 
though. 

Gencral Scoir. It is based on military requirements. If the ques- 
tion involved is whether or not we approve the program and ap- 
propriate the money, or approve the program and appropriate only a 
portion of the money and the rest of it is contract obligation, I think 
that can be worked out, because manifestly all of the money cannot be 
spent this current fiscal year. That is, actually spent. 

Mr. Futton, We should leave that mechanical part of it out of my 
question. 

General Scotr. That can be worked out. I think there would be 
no objection on the part of Defense to such an arrangement if it is @ 
question of appropriating a certain amount and the rest of it is con- 
tract obligation. 

Mr. Futon. I would rather not bring up that particular mechan- 
ical process in my question. My question is what kind of a program 
will the United States have, first, if the military program is cut on the 
floor $1,000,000,0007 

Secondly, What kind of a program will the United States have if 
Senator Taft’s suggestion is approved that the program be extended 
over a 2-year period instead of a 1-year period? 

hen as a corollary to that, take the alternative. If there is simply 
made 8 50-percent cut in military program, what do you have? 

I think you should givo us those alternatives because they seem to 
be very likely alternatives at this particular moment. 

Mr. Vorys. Will the gentleman yield? 

Mr. Furron. Yes. 

Mr. Vorys. It seems to me that they should give the program they 
want, which they have never yet done, before they give us the pro- 
gram that they might have under other conditions. 

Mr. Futton. Yes, but I have asked for this later, and not at this 
time. In fact, that is why I brought it up to begin with, so that it 
can be worked on by the Department. 

Mr. Merrow. Mr. Chairman. 
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Mr. Merrow. I would like to ask thi- at:estion for clarification. 
Is this excess to bo in addition to tho end items in the main bill? In 
‘other words, will the amount that we allow you for oxcess be in addi- 
tion to the $8,500,000,000 bill? 

General Scorr. It will not be an additional appropriation. 

Mr. Merrow. ,You asked for a limitation of $1,300,000,000. 

General Scort. $1 160,000,000. 

Mr. Merrow. $1,150,000,000. So that actually, to get that over- 
all picture you would have to add $1,150,000,000 to the $8,500,000,000. 
Is that right? 

General Scorr. No, sir. 

Mr. Vorys. 515 is added to it. 

_ Mr. Merrow. But I mean to get the over-all assistance for both 
mili and economic aid. The excess will be outside of what we will 
authorize and appropriate in the large bill. Is that it? 

~ General Scort. The increase in the ceiling of $450,000,000 we are 
asking for in this bill for excesses has no relation to the dollars re- 
quested in the act. 

_Mr. Menrow. Is this right then? If you add up the economic 
aid and military aid under the large bill and the limitation that you 
want for excess materials, it would be 8.5 plus 1.150? 

Mr. Vorys. No. 

Mr. Roosgvert. Plus 450. 

Mr. Merrow. I see. Plus 450. aaa, 

General Scorr. Remember that 450 is the acquisition cost. 

Mr. CARNAHAN (presiding). Will you proceed? 

Mr. Roosevett. To my nowledge it is not really fair to add the 
450 on to the 8.5 because that represents the acquisition cost and it 
would not actually be costing us that, or the taxpayer that, at this 


point. 
Mr. Vorys. Except for this: If they finagle this excess formula 
-and take new stuff, it could be that way. As @ matter of fact, it is 
an authorization that for sure at one time or the other cost the tax- 
payers $450,000,000. . 

* Mr. Roosevert. ‘That is correct. - 

Mr. Vorys. Now, it de ends on the way this- excess formula is 
administered, whether it 1s really old stuff or is declared old for the 
‘sake of the expanding of the program. == 

Mr. Merrow. It could be up to $9,000,000,000 then. 

Mr. Roosevet. No, because normally the record shows the stuff 
‘they have declared excess under their procedures, which we went into, 
_ the current: value is at the most 10 percent ‘and even under the 

.408(e)- program the resale value is at the most 10 percent. So that 
you are 0 really adding possibly $40,000,000 on to the 8.6 in actual 
value spent. : rn ae 

The taxpayer has reviously spent, and the United States Army, 
-N avy, and Air Force has gotten value out of this stuff before it became 
cexcega}i elie : . Done _ u 

_ Mr. Vorys. The rehabilitation costs would come out of the appro- 
:piation authorization? |" = ee he ee Ms 
* Géneral. Scorr. Out of the appropribtn ee aa eee 

Mr. CARNAHAN (presiding)... Phen. you ‘should make it clear. there 

would be no addition to the appropriation at all. ee 
! 
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‘General Scorr. It- does not increase the appropriation, but in 
raising the ceiling on excesses and permitting us to use more excesses, 
it permits us to utilize equipment which would not be otherwise 
utilized in our grant aid programs and will also permit us to sell 
equipment under 408 (e). The value of it on the market would be 
very low. It is excess in any event, the only question being whether 
we find a useful place for it in the mutual aid program, or sell it as 
junk or scrap. 

r. Merrow. I think I can see although it docs not increase the 
authorization and appropriation, it does substantially increase our 
military aid to the countries. Is that right? 

General Scorr. That is true. 

Mr. Merrow. In other words, they would get what we would 
authorize and appropriate for end items in this bill, that is, military 
assistanco plus all of this excess, so that they would be getting more 
military aid than the bill actually shows. Is that right? 

General Scorr. That is true, but some of the more expensive items, 
such as aircraft are going to have to bo replaced. That aircraft will 
ultimately be replaced by jet aircraft. 

Mr. Merrow. ‘To get the whole picture then, when we finally make 
the authorization and appropriation for military end items, you will 
havo to set that forth, and then you will have to add on what we allow 
you to give for oxcess, so that if the entire $8,500,000,000 should go 
through it would still be more if this $1,150,000,000 goes through. 
That is, we will give more military aid than is shown in the large bill. 

General Scorr. You do two things, as I sce it, if the act is passed as 

roposed. One is you raiso your ceilings on excesses from $700,000,000 
to $1,150,000,000. 

Mr. Merrow. That is right. 

General Scorr. Also, you increase the appropriations to $8,500,- 
000,000. The same plan that you are applying this year was applied 
in 1950 in the Turkish Aid Act. 

I am still confused as to exactly what Mr. Fulton wants when he 
said you spread the program over 2 years. By spreading the program 
over 2 years, is it to be unders that half of it would be appro- 
priated for this year, and that half of it would be reserved for appro- 
‘priation the following year? 

Mr. Futton. I believe Senator Taft’s suggestion is that you would 
get the money with the understanding that this amount of money 
would be all that you would receive for 2 years. Now, the breakdown 
as between the years I do not believe you went into, but if you had 
this program that you now set up for this fiscal year extended over a 
2-year period, you would then have to plan on what you would need 
.to put.in the pipelines for, say, future delivery; and do some prior 
ordering, and it would cause you to make a change in plan. 

So that you have s problem then of how a 2-year stretch would 


affect your penning program. . 

General Scorr. I can answer that right now. As far as NATO is 
concerned, it would practically wreck it. Our 1952 programs—— 

Mr, Futton. I am putting up alternatives that probably most of 
us do not favor. Would you say what your planning would have to 
be under these two or three sets of circumstances, because they are 
far more than just a small cloud over the horizon. There are sub- 
stantial groups who will take those positions on the floor. 
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Mr. Rrercorr. May I comment that in the-field of foreign affairs 
the position of this group usually is defeated in the Congress. 

Mr. Futton. But at Icast we must meet on the floor what is now 
part of the planned opposition. That is, not just to defeat the pro- 

am, but to cut it down. We should then seo, if we were a board of 

irectors, what the alternatives are for action. 

So that means, first, how do you plan to do it if the program for 
this fiscal year is cut $1,000,000,000? Second, what are the effects 
of that plan upon security, on the program and on the production 
here at home? 

How would you plan if Senator Taft’s proposal were adopted? 
Certainly the Army comes up with what happens in all probable 
eventualities and plans for them. It would he P us greatly on tho 
floor if-you would then tell us the situation as it affects your planning. 

General Scorr. Well, in general this program for 1952 for tho 
NATO countries is to provide certain essential equipment for the 
forces that they have agreed to have in being in 1952. In other 
words, this program is to meet the requirements of the forces that the 
NATO countrics have agreed to have in being in 1952. 

Mr. Futton. That is correct. 

General Scorr. When you get to discussing a cut in the program 
and a different amount of money, there is a terrific processing that 
has to bo done to arrive at the readjustments. There would have to 
be thorough study by the Joint Chiefs of Staff before the funds could 
bo redistributed. . 

Mr. Futon. Certainly you people did not come up here with only 
one plan based on a certain specific number of dollars. You must 
have come up with alternatives. Asa military planning agency, you 
must have come up with what we could do on this amount of money, 
and where it would lead us, or what we would have to do if the time 
were oxtended. 

You have to study these various alternatives and then say let us see 
‘what is the best plan. You are giving us.tho best plan, and yet you 
say you have no other alternatives. I am saying, take two or threo 
alternatives, which you might not like, and let us hear what tho 
effect is and what the difference in your planning is. _ 

Mr. Vorys. Could we please get their plan before we start talking 
about alternatives? So far as this record is concerned now, if we go 
to the floor we do not have very much explanation for this plan. Now, 
before we get to alternatives, let us get the plan. 

Mr. Futon. I am not asking for an answer upon the questions now, 
poet ent them to think about it ahead of time before we get through 
with this. . 

’ ” Mr. Carnanan (presiding). General, you understand the. request 
that has been made by the gentleman, and if you will I will ask that 
we proceed, and that that information which the gentleman wants be 
at least thought of by you. 

Mr. Fuvron. Thank you, Mr. Chairman. 

(The following was submitted for the record:) 


. 
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Tue Secretary oF DrEreNse, 
Washington, July 28, 1951. 
Hon. Jaues P. Ricrarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricnarps: The statements which Mr. Fulton made on July 20, 
1951, at the Mutual Sccurity Program hearings before the Committesc on Foreign 
Affairs as to the noed for alternate plans in the event of a major reduction in 
proposed authorization of fiseal year 1952 funds for military assistance have been 
given most serious consideration in the Deperinent of Defense, and I trust that 
the following discussion of the relationship between the principal factors affecting 
our forcign-aid planning will assure the comuinittee that the poet of atlaining 
our security objectives with lesser sums of moncy has not been neglected. I do 
not intend this discussion to be taken solely, or even primarily, as an argument 
that the funds should not be reduced; I hope rather to point out that these funds 
are carcfully calculated as one element in a complex aly to bring about a certain 
result. The alternative is a change in the basic aims which we had when we 
regia to the appointment of General Eisenhower as Supreme Allied Commander 

n Europe, 

We must assume that the impact of any substantial reduction in foreign mili- 
tary afd funds would be borne by the nations participating in the plan for the 
defenso of Western Europe, since over 80 percent of the funds are earmarked to 
assist in carrying out that plan. ane other assuinption would imply almost 
complete renunciation of our current objectives in other parts of the world. 

Tho plan agreed to by the North Atlantic Treaty members for the military 
security of Western Europe is based on the provision of certain land, sea, and 
air forces, primarily to General Eisenhower's command, on a time schedule which 
insures steady improvement in the European military position, approaching the 
minimum strength which ean give reasonable assurance of sceurity in about 3 
years. Each member of the North Atlantic Treaty Organization has committed 
itself to bring certain elements of these forces into being on scheduled dates. It 
is true that the sum of such commitments does not yet equal the requirements, 
but there is no reason to doubt that this gap can be reduced within the time limit 
as the rearmament effort gathers momentuin. But the ability of the European 
nations to cteate combat-ready forces is limited by the availability of modern 
weapons and other matériel. Some of this matériel they can and will provide 
for themselves in increasing amounts under the stimulus of General Eisenhower's 
leadership and United States economic ald. During the critical period which 
faces us, however, the bulk must come from the United States. Thus, the 
raising of European forces is directly related to tho scale and time schedule of 
United States matériel deliveries. ‘The funds requested for this purpose in fiscal 
year 1952 are calculated with the greatest practicable precision, on the basis of 
carefully sereened fists of deficiencics, to provide essential matériel for those 
European forces which will be in being by December 31, 1952. 

T am sure the committee fully understands the military basis for the matériel 
program as summarized above, but I have tried to put it in such a way as to 
emphasize the essential relationship between European military manpower, 
United States matériel, minimum security objectives, and the time we reckon 
to have for rearmament. 

As to our plans in the event we cannot provide matériel on the time schedule 
under which General Eisenhower’s forces are building up, we must obviously 
face a dislocation of the other balanced factora. On 8 purely theoretical basis, 
all such reductions point to an extension of our objective in time; we could theo- 
Tetically attain the same minimum military security at alater date. Very roughly, 
the time extension would be proportional to the reduction In matériel deliveries. 
If a reduction of funds required extension of a planned 1-year program chrougis 
eye we might attain our objectives about | year later than we had originally 
planned. 

More significant than a theoretical exercise in time factors, however, is a con- 
sideration of the moral and psychological impact of a programs which would fall 
to equip the men whom the European nations have already engaged to furnish 
at a certain time and for whom they are budgeting funds for maintenance and 
locally proaiiecs equipment. Immediately the United States will lose tho initia- 
tive and leadership in pressing for greater European contributions and for accele- 
tated effort in producing the forces now projected. The momentum which 
Genera! Eisenhower {s trying to build up in rearming Europe will stall and pos- 
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aibly site into reverse. Under such conditfons, no date can bo set for eur readi- 
Ness (oO Meet an allack on Cerna which offer a reasonable chance of mteces, 

The Coregolng discussion derives Us most serious loplivations (ron Mr. Fulton's 
As ptton based on Senator ‘Paft’s proposal for steetetitng flecal year 1052 mill: 
lary astance through 2 yoara, whether by a AQ-pereent cut in fecal vear (042 
or by a 2-year authorization which might delay the (ill tipaet antl hanpower 
and other Ruropeau ceeources wer available (or aclivation of Chow fore sched: 
uled fur calendar year WAI, Me. Patton's alternative, a Mat $1 bitten ent, would 
probably bave to he applied to ellatuate that part of tho program whieh provides 
apend and foaibitity tn taking advantage of avecterated efforts whieh we expect 
on the part of our NATO allies, aud antlelpated partielpat fon dn the defense eYort 
by certain nations preently antelde NAEOL  Sliew the total amount planned 
for these purposes di fiseat year 1052 fe considerably foes (hau a leiifon dollars, 
the nomainder of the eut woukd ultimately have the effect of reducing the European 
NATO foress ty belong on December 31, 1052, by an dadeteruinate niunber, the 
precisoonter of which would depend on European reaction to a contlited defi. 
cloney in certain esential matérled, 

The specific anawer to Mer. Fulton's request for fnformation as to the course 
of action whieh the Departinent of Defense must contemplate th the event of a 
large-scale reduction th fiscal year 1052 military asdstance finds bs quite evident 
in tho light of ¢he foregoing discusafon, Ta any event, nygardloss of Che language 
of the cuabllug leglslation, our aetlon must be (o inform General Eisenhower and 
the member natlons of the North Atlantle Treaty Ongantation that the present 
tine schedule for attatuing a sound defensive peli fn Western Europe ia not 
foadbty, that tho United States Government ix Ha Wee to nceept Che rik of 
aubatantial delay, that no adequate providen can be made for prompt initial 
equipment of frlendiy European nattous presently outelde the North Atlantis 
Treaty Organteation, aud that any farther actlon taken by the Supreme Com. 
mander must be without the full United States support upon whieh he tal 
hitherto depended. The Supreme Commander oust then make a revidon of his 
Hofenso plana In the Haht of the loser means which he contd expect to lave at 
his disposal churtug tho erltfeal period ahead, 

Faithfully yours, 
GC. Manatans. 


Mr, Cannanan (presiding). Will you proceed, General? 

Qeneral Scorr, Do you desire any further discussion on thia question 
of programing? T might. carry on the disenssion we started yester- 
day on the tying togother of the military ond item programs and tho 
economic aid program, 

Woe foe) that these programa under thia schomo that T have in- 
dicated today aro tied together, can be tled Cogether at the country 
lovel, because what wo are (rymg to accomplish ia (o arrive at the 
deficiencies in order to have the forces in boing there at o specific 
date, Now, that list of deficioncica is what they require to equip 
tho foreca, 

When the deficioncy list. is reviewed by the country MAAQG and 
the ECA mission, it is divided into two parte, Ono part consists of 
the items which must bo produced in the United States, and the other 
part lista those items which must bo produced in the country. 

Tho economic support program in based on tho itoma that must ho 
produced by the country. It takea both parta to oquip the forces 
that will bo in being. 

This chart doca not apply to title F, but applica to the total appro- 
poauons: It gives the obligations of (ho fiscal year 1050 and 1051 
unds 


Thia bluo ourve indicates tho obligations. 

This curve hore tniicates the expenditure, and those linea indicate 
the allocation of tho funds'to the Department af Dofense, 

Mr. Vonyva. Doos expenditure roughly parallel matorints shipped? 

General Scorr, That is correct. 
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Mr. Vorva, About $048,000,000, That is what this green book 
shows: 743 is dhe first, af 1050, and 205 out of the 4480 tade avail- 
able Inst venr. 

Qoneral Score. That shows haw much shipped in dotlars? 

Mr. Vouvs, Shipped from ports 74406 of all thewe titles in program 
year 1Dso. ° 

Shipped from port, program year (6, $05,000,000, TL have added 
those and they come to dest, 

Coneral Scovr, ts that for dune? Whit date ws this? 

Mr. Vouve, May 8h, “Selected shutistios” This is just whit we 
were handed, 

Gener) Scory. ‘There are two woys you can figure valies. One 
is the expenditure under the net, amd the other is the expenditure 
wider the vel plus the value of other equipment from excesses iat 
toy be furnished. f de not know what was used in the preparation 
of those data, but our figures indicate for both 140 and 151, as of 
May 34, that the expenditure was nrouned about S8oa,a0u,000, Tt 
is over a billion by this tine. 

The obligations as of May were $18 billion, approximately, and 
we expect to obligate by the end of dune ~ we do not have the reports 
yot, but we estimate tho obliations will be about $5.8 billion, or close 
toit, lo aether words, 02 pereent of the funds made available will be 
obligated. Approximately $400,000,000 will be anobligated, 

Now, on deliveries, ‘The (840 progeam is about SO percent de- 
livered. ‘The (O04) program was 8) percent: delivered: hy dane a0, 
LOST. We espoct the detiverios of Che 195. program in the fiscal year 
42 to be about 78 percent, 

Mr. Vorys. You mean that from May 8b how much did vow ship 
in Jane, beeause the $205,000,000 in the book that was handed to us 
is vot anywhere near @ percent of $5, 083,000,000, 

Cenoral Score. We he nat have the figures. We estimated the 
amount that will be shipped in dune. Phere was a very large ship. 
mont in dune, 

Mr. Vorva. And $74,000,000 is not any SO percent of $1,085,- 
000,000, . 

Goneral Score, ‘To repeat what E have said, the detiverioa under 
the 1950 program to ine 80, IDS1, amount to about 7 percent, 
The doliveries during the fiscal year, U1, for the 1041 program, 
amounted to 9 percent, Both those quantities ace estimated. Wo 
lo not have Che final reports in for dine 30, 

Tho deliveries we expect during the fiseal year 1WS2 are na follows: 

Tho ronuinder of the 1950 projram will be delivered: 73 pervent 
of the $95) program will he Aalivered: approsimately S percent of 
the 1052 program will be delivered. 

Mr. Vorys. What does That total in billions? 

General Scory, That runs about $3,760,000,000, 

Mr. Vonvs. What docs that show for deliveries of 1940 and 1941 
in billiona? 

General Scorr, This will boa very rough estimate. About $300,- 
000,000 of the 1950 program; about $3,000,000,000 of the 1051 pro- 
era, and a half o billion of the 1052 program for a total of $3.75 
villion, 

For tho fiscal year 1053 tho remaindor of tho 195! program will be 
delivered and about 8t percent of the 1952 program. ‘The total 
doliverios wo think will run around $5.6 billion. 
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Mr. Vorys. Who is the Comptroller of International Security 
Affairs? 

Mr. Vass. The Department of Stato. 

Mr. Vorys. Is ho hero? 

Mr. Vass. Ho is not here. It is Mr. Murphy. 

Mr. Vorys. This document was prepared by him. It shows loss 
than 50 percent of the 1950 program shipped from port as of May 
31, 1951, and you just told us that 79 percent has been shipped. 

Now, do you mean that 29 or 30 percent of the whole 1950 program 
was shipped in the month of Juno? 

General Scott. ‘Tho information I have is that they estimated that 
on June 30 shipments would amount to 79 percent. 

Mr. Vorys. Who estimated? 

General Scott. ‘Tho services. 

Mr. Vonys. It is now July 18 or 19. Do you have to make an 
ue as to what was shipped in tho fiscal year ending Juno 30, 

General Scott. ‘The reports aro now coming in. Do you know 
whether they are in yet? 

Mr. O'Hara. Tho reports from the military departments come in 
normally as of the 25th of the month. ‘The month of June, however, 
is a month in which they try to clean up all their littl odd balancing 
figures and xo forth, to clean out tho fiscal year accounts, so they allow 
an extra 15 days for those reports so that they will not be muntil 
August 10 for the June 30 fiscal year, ‘Phere were heavy deliveries 
anticipated during June, and tho preliminary reports indicated that 
approximately $400 million worth of materials for AEDAP was shipped 
from ports in June. 

Mr. CarNauan (presiding). General, will you proceed? 

Mr. Vorys. Yes; go ahead. 

Goneral Scott. I have here tho eateries of items, of inajor items, 
and the quantities that have been delivered through June 30, 1951, 

Tho combat vehicles for the Army amounted to 4,480, and there 
are about 18,000 trucks and 2,900 pieces ofartillery. There aro 396,000 
amall arms and machine gins, 178,000,000 rounds of small-arms am- 
munition, and 5,000,000: rounds of artillery ammunition, and 921,000 
mines and rockets. : 

The Navy has delivered 188 vessels through June 30, 1951, and 241 
aircraft during tho samo period. 

Tho Air Forces have delivered 665 aircraft. 

This is an over-all chart of major categories of materials in 1950, 
1951, and the proposed 1952 mutual security programs. Tho 1950 is 
shown in red; the 1951 in green; and tho proposed 1952 in yellow. 

Mr. Vorys. When you say “estimated charges” that means that is 
what you are going to deliver out of these programs, or just what 
does estimated charges mean? 

General Scort. It is the cost of the item, oxcluding packing, 
bandling; crating, and shipping and repair and rehabilitation ofexcess 
stocks. 

Mr. O'Hara. That will include the cost of tho items cither at the 
quinition cost, the replacement cost, the procurement price, and 

udes the rehabilitation cost in tho caso of excess items, Mr. Vorys. 
Mr. Furton. Will you please say that again? 
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Mr. O'HEana, Tho basis for Che charges is cither acquisition cost, 
replacement price if it must be replaced, and new procurement. cost 
if itis procured for this program. Repair and rehabilitation costs in 
the case of excess items are exchided, 

Mr. Vonys. But this is cumulative. . 

Goneral Scorr. That is correct. 

Mr. Vorys. ‘This is everything Chat has been done, and you think is 
going to be done, through fiscal year 1952, 

General Scorer. The vellow is what you ndd on to it for 1952, You 
nd the 1050, 1954, and 1952 programs, and you yet your Cotal, 

Your 1940 program for vessels was this. You add this much more 
for 195) and this mueh more for 1952. 

Mr. Vorys. What ] do not pet is whether, for instance, for vessels 
Whether that ineludes for vessels all that vou have shipped and intend 
to ship for 1950? Es it a combination program of what you have done 
and what youexpeet todo? , 

CGieneral Score, His a pregram by years. Jt is money made 
available for a 1950 program, We havea 195- program whieh has two 
parts --the regular and the supplemental, 

Of the LOS. program, very little lias been delivered. Then there is 
n 1052 program, 

So this is independent. of deliveries, Tt is how we set up these 
programs and where the money goes. You can see that the major 
eateyory, taking the three programs, $950, 1951, and 1952, on nircraft 
and aireraft equipment, is hitting around about $3 billion, 

Mr. Vorys. Could 1 ask just one more question? You have a 
request for $6,200 million. Ts that what it is Uhis time? 

Goneral Scort. 6.3 approximately, including administration. 

Mr. Vorys, So we are looking at. the chart, and that is $7,066.4 mil- 
lion for 1950 nnd 1951, ‘That is $1,685,200,000 for 1950, and $5,381.2 
miltion for 1051. Add to that $6,300 million and we are looking then 
ata $13,366 million program. Is that correct? 

Mr. Futton, It could not be from tho figures that aro there. 

Mr. Vorys. That is what I mean. Wo have all these lines thero, 
and Tam trying to figure out what it is, 

Mr. Eraon, The total for matériel is about 12.7. 

General Scorr. I get 12.6 roughly, including the excess, 

Mr. Vonys. I took it out of the book here just now; 1 billion 685.2 
was 1950. Is that ripht? 

Mr. O'Hara, Yes. 

Mr. Vorys. 6 billion 38t.2 is budgeted for 1951, and 6.3 billion is 
budgeted for 1952. 

Mr. O'Hara, That includes administration and packing, handling, 
crating, transportation, and training. 

Mr. Vorys. Surely. 

General Scorr. Matériel is 12.6. 

Mr. Vorys. How much? 

Goneral Scorr. 12.6 or 12.7, Around that. 

Mr. Vorys. So out of tho whole business there is $766,400,000 that 
has been or is going to be spent for administration and training? 
Tam subtracting 12.6 from 13,336.4, which aro the budgeted figures, 
and tho only ones I can find. 

Mr. O'Hara. Administration docs not include very much in com- 
parison with tho total of tho program. Itis alow porcontago. Train- 
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ing is not much more than the administration over-all. Thore is a 
largo cost, however, for packing, handling, shipping, and crating. 
Preparation for overseas shipment is an expensive thing, and then the 
shipment itself. That shipment itself is o large item of expense. 
On most items it runs somewhere around 15 percent of the value of 
the item, that is, the cost of packing and crating for overseas shipment 
and shipping to port and shipping overseas. 

Mr. Fuuron. Could I point out to you on that chart that I think 
the figures shown on tho chart do not make 12.6 billion. The chart 
shows approximately 11.4 and thoro is obviously 1.2 then that is 
unaccounted for by those chart figures. 

Mr. O'Hara. That 1,150 is the proposed excess limitation. It is 
$700,000,000 in tho present program and an additional $450,000,000 
proposed for the coming one. 

Mr. Fuutoy. So that actually is 1,450? 

Mr. O'Hara. It would be $1,150,009,000 if the acquisition cost of 
the excess were added to the material charges. . 

Mr. Fuuron. That is correct, but on the chart there it is $11,450,- 
000,000 total. , 

Mr. O’Hara. Correct. The acquisition cost of excess is excluded 
from the charges. 

General Scorr. I wanted to bring out tho point that the largest 
item is aircraft and acronautical equipment. The second largest item 
is tanks and combat vehicles. The third largest item is ammunition. 
The least item is small arms and machine guns. 

I can give you that breakdown any way you want it, Mr. Vorys. 

Mr. Vorys. Aircraft is tactical, I suppose, is it not? 

General Scorr. Correct. There are some trainers. 

Mr. Vorys. Yes. 

General Scorr. And transport aircraft. 

Mr. Vorys. Now, that would look as if it is not proposed that they 
go in very strongly for aircraft. Is that right? 

Gencral Scort. The European nations? 

Mr. Vorys. Yes, sir. . 

General Scorr. Yes, sir. They go in very strong for it. 

Mr. Vorys. What would be their proposed amount? 

(Discussion off the record.) 

Mr. Vorys. Have you there how much aircraft they are to have 
in dollars? 

General Scorr. I liesitate to answer that question. I understand 
there is considerable study now going on with the air chicfs of staff 
of the NATO countries, arriving at air contributions by countries and 
aircraft production authorization programs. 

(Discussion off the record.) 

Mr. Vorys. Annual production you mean? 

General Scory. No. That is full production. 

Mr. Vorys, You mean that is what they have got to do? 

General Scott. That is what they are planning to do by 1954. 

Mr. Hauasy. Could I comment on that, General Scott? 

General Scott. Yes. 

Mr. Havasy. You were asking for production of aircraft in compari- 
son with this end-item delivery, were you not, Mr. Vorys? 

Mr. Vorys. I thought at some time or other we were going to get. 
a figure of what we would put up, and figuring it the best way you can 
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in dollars, what the European nations would put up. I thought maybe 
we were going to have that at some time or other, are we not? 

(Discussion off the record.) 

Mr. Vorys. What I thought was that since you had the total, that 
you are going to give us at some time, we might be able to get the 
aircraft figure now. “If you do not have it, all right, but I thought if 
you had the totals you would know what went in to make up the totals, 
and we could just say aircraft. 

(Discussion off the record.) 

Mr. Vorys. Is that right? 

General Scott. Yes, sir. 

Mr. Fu.tox. You mean, give us the whole program over-all so 
that we see the whole pic and then show how those countries share 
in the various programs, divided ns to years—1951 and 1952—in each 
of those categories, and then you have the whole over-all situation. 

ory Vorys. Yes. If you do not have it, do not stop now, but go 
ahead. 

Mr. Hatapny. We will be giving you in the further ECA presentation 
figures concerning the categories of their production for fiscal 1950, 
1951, and estimated for 1952. 

Mr. Vorys. | though if you put a comparable chart like this 
opposite ours, we would be able to sce that the United States is going 
to do the lion’s share of producing aircraft. Lfowever, when you 
would look down at small arms, and that is the smallest thing on there, 
you would see a pretty long line of small arms that Europe is producing, 
and that sort of thing. The two would roughly supplement cach other 
in making a fully rounded program. : 

I would hope that is the way it would come out. 

General Scorr. That chart there gives you the breakdown of the 
major items of equipment in the proposed 1952 program. That is 
confined to the 1952 program and gives all countries, including titles 
Hand HI. It is broken down into various categories. There are 
vessels, aircraft, tanks, combat vehicles, small arms and machine 
guns, motortrucks, artillery and naval guns and ammunition, small- 
arms ammunition, and artillery and naval ammunition. 

(Discussion off the record.) 

General Scorr. Those are small vessels. 

Mr. Vorys. What kind of vessels would they be? 

Gencral Scott. I will ask the Navy to answer that question. 

Commander Horraan. They are mostly landing craft, sir. 
LCM-3’s and LCVP’s. They are used up the river in landing soldiers 
and to patrol river waters. That is the type of vessel that makes up 
the bulk of vessel aid for Indochina. 

Mr. Vorys. Aro those all excess, the kind you are talking about? 

Commander Horrsan. No, sir. They are not. 

Mr. Vorys. They are up to date? 

Commander Horrman. Yes, sir. They have been taking them out 
of service stocks, but. I think the Navy may have to go into procure- 
ment of them in the future because they do not want to let our reserves 
of them get too low. 

Mr. Vorys. And that same sort of thing would be useful in the 
Philippines, I suppose? 

Commander Horrman. Not necessarily, sir. It is a little different 
type of vessel than we envision for the Philippines. 
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General Scorr. I might state these figures are constantly under 
revision and adjustment, as we get information from the various 
countries. When wo find they can produce an item in the program, 
that item is climinated. 

Mr, Carnanan (presiding), Are there any further questions on 
this chart? 

Mr. Vorys. This is probably the first, last, and only time wo are 
going to look at this. I realize it is highly secret. Maybe you 
¢llows have digested it already, but T was hoping we could study it 
for a few minutes. I do not want to detain the committee and I can 
do it separately. 

Mr. Carnanan (presiding), I want to say that when we finish 
with the general wo are going to adjourn until 2:30 this afternoon. 

(Discussion off the record.) 

General Scorr. That is millions. 

Mr. Vonys. Millions of rounds? 

General Scorr. Correct. 

Mr. Vorys. Is not small arms ammunition the kind of thing they 
ought to get to producing? I do not mean tho French particularly, 
but over there? 

General Scott. That is correct. Thoy should get more and moro 
into it, but in order to get. tho forces equipped and combat-ready at 
this time, the MAAG indicated this ought to be produced in tho 
United States. 

I would say in general we should get out of that picture more and 
more as the Europeans get into it. 

Discussion off tho record.) 

encral Scorr. Yes, sir. The samo thing applics. That applies 
to motortrucks too. Wo are cutting down more and more on trucks, 
but wo have a very serious problem of standardization. 

Mr. Vorys. In that stockpile item, is that going to be under 
Gencral Eisenhower? 

General Scort. I am glad you brought up stockpiling. 

Mr. Vorys. Itis quiteanitem., ~~ - 

General Scorr. Yes. It iss very important item and I have failed 
to mentionit. Tho country programs are all based on tho forces that 
the countries have agreed to raiso during tho calendar year 1952. In 
other words, that is tke's army. 

This item is a stockpile. ‘The amount of it runs. about $500,000,000, 
as IT remember. That will bo on the next chart. That stockpile is 
thero for many purposes. Wo are trying to get the countrics to mako 
moro commitments than they have accepted for 1952. There is 
presauro all tho timo to got them to accopt moro aircraft units and 
more army units and moro naval units in order to try to meet tho 
requirements, 

Vo have arranged our program based on commitments, but wo aro 
trying to get them to increase thoso commitments. 

Discussion off the record.) 

eneral Scorr. Moreover, this is a general pool for meeting various 


urposes. 
Nr. Vorys. Will you havo warchouses? ,; 


General Scorr. No, sir. ; zy ag 
Mr. Vonys. Is that stockpile going to be in this country? 
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General Scorr, In this country, but it really will nat be a physierl 
stockpile. This is a bookkeeping stockpile. Tt will net be stored 
separalely from our own stocks, but ern be collected in a short period 
of time. I would rather have somebody from the Army speak on that. 

Mr. Vorys, Let me say that I visualized that, out at Fontainebleau 
there would be a lot of shanties, full of stockpiled equipment, and 
they would say, “If you European fellows speed up, just come and 
zet. it. 

: General Scorr. No, sir. 

Mr. Vonrys. It is not that kind of a stockpile? 

General Scorr. Colonel Burgess can answer that. This should 
be off the record, 

(Discussion off the record.) 

Mr. Vonys. As I understand it, all of those items of equipment are 
exactly the same as we are producing for our own forces, with 
oxtremely small exceptions. 

General Scorr, They are all for the same types as for our own forces, 

Mr. Vonys. L understood there were some exceptions in electronics, 
or communications, or something like that. Dollarwise, could you 
tell us what that would be? 

General Scorr. No; but I would like to have the Air Foree speak 
on that point. The panels of the aircraft and certain instruments, of 
course, are undoubtedly dilferent from theirs. 

Mr. Vonys. The language panels and the markings are in nicters 
and kilometers, and so forth. 

General Scorr. That is right. The aircraft are just the same, but 
it is just. a question of different instruments. 

Mr. Vorys. E have seen them tur overa bont, for instance, to the 
Italians, aud the question was whether it was easier to teach the 
Italians enough English to read these things, or to change the labels. 
However, we have a stockpile which they are workisg on downstairs, 
which is contemplated, of $60,000,000,000 of similar stuff programed 
for next year. 

General Scorr. For next year? 

Mr. Vorys. The armed services appropriations. If they get what 
they are asking for it will be about $60,000,000,000 worth of this same 
sort of stull, which would be way above the billion that you have signed 
up asa bookkeeping transaction. 

General Scorr. You are talking about the stockpile in the services? 

Mr. Vorys. Yes. I say we have a stockpiling of the kinds of ships, 
planes, tanks, and so forth, that we are producing, and that that is 
physically stuff that could be put into this program; is it not? 

General Scorr. Undoubtedly they have a real purposo for it them- 
selves, that is, tho services. 

Mr. Vorys. Yes. 

General Scott. This has a purposo also. 

Mr. Futton. This could be off the record. 

(Discussion off the record.) 

Mr. Vorys. I would like to ask you a question first as to appro- 
priations. 

As ] understand it, the appropriations for our own defense materials 
aro made to the Defense Department. Is that correct? 

Mr. O'Hara. Yes, sir; and to the organizations within the De- 
partment, ‘They made it to the Ordnance Department of the Army. 
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Mr. Futon. Would that apply to the Department of State? 

Mr. O'Hara. No. 

Mr. Vorys. Now, as I understand it, while in the authorization 
act wo say there is authorized to bo appropriated to the President for 
M DAP so much money, it is actually appropriated to the Department 
of Stato. 

Mr. O’Hana. No, sir. The money is appropriated to the President. 
Tho President has designated the Secretary of State to act for him in 
allocating the money. All the money for the mutual dofenso assist- 
ance program, therefore, comes by allocation to the Department of 
Defenso from the State Department, and that makes the difference 
from the money you referred to previously, which is appropriated for 
our own Defense Departinent. 

Mr. Vorys. That is right. Now, as to materials. As I under- 
stand it, tho defense appropriation for our own forces that is being 
worked on downstairs now contains » proposal for $34,000,000,000 o 
hard goods. Is that correct? 

Mr. O'Hara. ‘That is approximately correct. 

Chairman Ricitarps. $34,000,000,000 of what? 

Mr. Vorys. Of durable goods, or hard goods. There is a lot there 
for troop pay, and all kins of things like that, but $34,000,000,000 
of it is for hard goods. 

There are $5,794,200,000 of the present authorization—the MDAP 
appropriation authorization—that is to go into hard goods. Is that 
correct? 

Mr. O'Hara. That is proposed in this. 

Mr. Vorys. Yes. ‘hat is the proposal. 

Mr. O'Hara. Yes. ° 

Mr. Vorys. That is not a secret figure, because it has been given 


out. 

Mr. O’Hara. Yes. 

Mr. Vorys. So that wo are over $40,000,000,000 in proposed hard 
goods. Then thero is a request for $500,000,000 additional for the 
reimbursable aid, which, if used, would be another addition to the 
hard goods. 

Mr. O’Hara. That is correct, sir. 

Mr. Vorys. Now, theo United States was producing hard goods at 
the rate of $34,000,000,000 for this vear. We produced $22,000,000,000 
in 1944 at the peak of the war. . 

Has somebody figured out where in the world, with all the good will 
in the world, jf we give you all the dollars you ask for, you are going 
to double substantially the hard-goods production of the United 
States in the coming year? 

Mr. O’Hara. The amount that is requested for appropriation for 
military hard-goods production includes in it the expenditure basis 
because of the fact that it must include contract order time and 
contract lead time. In other words, our system of appropriation 
makes it difficult, incidentally, in comparing it with European pro- 
duction and European budget figures. Our system, as we appropriate 
funds, and as we account for funds, is on the basis of contracts and 
what is placed, and not on the basis of goods produced and delivered. 
The expenditure basis which is used generally in Europe is definitely 
related to deliverics and expenditure. 
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The military hard-goods production which is being contracted for, 
which includes, incidentally, a resurvey of all that which has previously 
been appropriated and not yet spent, whether it has been obligated 
or not, is being examined constantly and reexamined by the military 
departments who are drawing up what are known as production 
schedules, showing which plants and to what extent in cach of those 
plants production is planned with the funds to be appropriated, and 
at what timo deliveries will come from those plants, relating that to 
the tool situation in those plants, and the additional tools that would 
be provided, and to the basic plant capacity, and the time in which it 
can bo achioved. 

Now, all of those production requirements, those for the military 
departments, those for the mutual defense assistance grant-aid pro- 
gram, and those for reimbursable aid are included in the production 
schedules which the services are drawing up, and through the Muni- 
tions Board and the Defense Production Agency, are having a review 
for feasibility and the practicability of their realizing that production. 

I would like to say on those that have been submitted there has been 
shown an ability in tho United States to produce that justifies the rate 
of appropriation that was requested. That exercise was one of the 
things that determined the submission of the military budget this 
year. It was determined what could be produced before that budget 
was submitted. 

Mr. Voryrs. Well, perfectly obviously, you are not going to produce 
in fiscal 1952 any iy add billions of hard goods. 

General Scorr. That is right. 

Mr. Vorys. That is one thing that is clear. 

Mr. O'Hara. Correct. 

Chairman Ricuarps. I want to ask a question there before you 
finish. 

Mr. Vorys. Yes, sir. I have one more question. 

Chairman Ricuarps. Go ahead and finish. 

Mr. Vorys. I want to know whether you could give us the aver- 
age lead time on the program down there or on this program? 

Mr. O'Hara. Sir, it varies very widely. Generally speaking, there 
is a tead time beyond the fiscal year that averages somewhere in the 
neighborhood of 8 months. In other words, deliveries are provided 
for over-all on the whole field of hard goods, which includes some 
semisoft, that runs to an average of about 8 months beyond the end 
of the fiscal year. 

In addition to that, however, there are special categories in which 
that lead time is much greater, especially in strategic aircraft and in 
many types of tactical aircraft, and in electronics and other things 
that require a considerable amount of subcontracting. Tanks run 
substantially over that period, but much lesser period of time than 
they had at an carlicr date in our production schedule. That is 
gencrally the story. 

Chairman Ricuarps. General, I want to ask you a question along 
a little different line. You have heard a number of witnesses testify 
and many questions asked. 

What I want to know is this: I want to get your-opinion with regard 
to tho organizational question of this mutual-assistance bill we have 
here. There are military end items. There is economic aid for mili- 
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tary production. Then thereis economic aid, as such, but about which 
T am not asking you. 

You have legitimate economic aid and legitimate military aid. 
There is economic production—that is, aid that might help the econ- 
omy, or it might help the military. Nobody can say whether it is 
military aid in itself, or whether it is economic aid in itself, or 
should be so designated. 

What do you think about putting all the strictly military-aid items 
in the defense of the United States and let it be part of our production 
line, and let it be sent over there by the Joint Chiefs of Staff, or sent 
to General Eisenhower to distribute as he sces fit in the over-all plan. 
Then have an over-all administrator. 

Tam not asking you about point 4. [am not asking you to express 
an opinion about economic aid. But as to economic aid for military 
production and the aid that may be either economic or military in 
character, how about putting that underit too? There you will have 
everything except straight out-and-out military-end items. Do you 
not think such an organization could function effectively so far as the 
military features of this over-all program are concerned abroad? 

General Scorr. I do not think there is any question about the 
fact that the Department of Defense, if appropriated the funds 
directly, could carry out the military aspects of MDAP, that is, 
procure, store, move and distribute, and carry on tho training pro- 
grams that we now carry on. However, to me there is a very, very 
close relationship between the economic support,.if it is going to be 
carried on properly, and the military end-item programs. They 
supplement or complement one another. They are very closely 
related. ‘The more we can get Europe in production, the less our 
end-item program should be. The less Europe gets in production, 
the more our end-item program is going to be. So that any organiza- 
tional system set up has to insure the coordination of the military 
end-item program and on the economic support of the military effort. 

As you stated, there are several different kinds of economic support. 
One of them is direct support of the military effort. We are interested, 
of course, in that aspect of the economic support. 

There are many other types that are necessary to the sound economy 
of the country. The economic support ties directly into the produc- 
tion program of the country for their armed forces, and what they 
produce affects what we ought to produce and what we produce 
affects what they ought to produce. 

So I would say in considering the problem of reorganization that 
we have to remember there is a military aspect, an economic 
aspect, and a political aspect of the problem. 

yo of those aspects require operating and administrative control. 
One is economic, and the other is military. I think there will always 
have to be these two operating agencies. I do not think you can 
cembine them effectively. I do not think that a satisfactory job 
could be done if both were combined in one agency. There will be a 
loss of efficiency and effectiveness unless the military operation remains 
under the military, as it is now. Whatever organization we set up, 
whether. we keep thé present one, or whether a new agency be created 
such as the Mutual Security Agency, or whether you turn the money 
over to defense, coordination of the military and economic aspects is 
an essential function which must be performed. 
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Chairman Ricnarps. ft all depends on coordination and cooper- 
ation between the departments of the Government. If you can get 
that now you can get it then under the new organization. 

As to the handling of these programs in the House, the only differ- 
ence between them is that you are going to make an estimate for end 
items and go before the Armed Services Committee and ask for it. 
The rest of it would then come to this committee under that plan. 

General Scorr. Yes, sir. 

Chairman Ricrarps. You would ask for that; that would call for 
liaison and synchronization. The whole operation, as it is now, 
depends on that. 

General Scorr. Yes; but I think in the consideration of appro- 

riations in future years you are going to have to consider them, that’ 
is the military and the economic, together. I do not see how you are 
going to separate them because they are really related. 

As I said before, what is produced in a country in Europe affects 
what ought to be produced in the United States. They are 
camp Saclay : ; 

Chairman Ricnarps. Right there, one of the things that bothers 
me about that plan is this: Suppose Belgium decides it can produce 
75 gun, or a bazooka, or a machine gun, oratank. Then it 1s decided 
that Belgium furnish these weapons to others. Now that is end-item 
stuff. Ultimately that is what we want them to do for their own 
troops anyway. 

General Scorr. That is correct. 

Chairman Ricuarpbs. One phase of the program being so dependent 
on the other, where would you draw the tine? As to whether that 
can be done, I have not made up my mind. Some of the members 
of this committee think it definitely can be done. I do not know. 

I am not talking about economic aid. However, if we have to 
keep these programs separate without trampling on the Army, Navy, 
or Air Force, that raises a different problem. JI do not care if it is 
the best job in the world from an administrative standpoint, you are 
bound to trample on somebody’s toes, and you always dynamite 
some of their preconceived ideas as to what ought to be done. 

What I want to do is get a military viewpoint on that. I gathered 
from what General Bradley and Mr. Acheson and General Marshall 
said that things are running along pretty well, and it might be better 
to leave well enough alone. We understand that. You never had a 
unified defense program down here because things were running along 
pretty well and we have been rather successful under the other methods. 

ut, we have not been successful enough. 

General Scorr. I think the Department of Defense’s view is that 
many different types of organization could do this job. Which one 
is the most effective is the point you are bringing up. That is, how 
can we give the Government the most efficient service. 

Chairman Ricnarps. That is right. 

General Scorr. You can turn the military funds over to the De- 
fenso Department. You can appropriate the funds direct to Defense. 
We can implement the military programs and we can cooperate and 
coordinate with other agencies in order to do an effective job; or, as 
So mentioned, you can put the $6.3 billion in the service budgets, 

doubt the wisdom of the latter since Defense would have to organize 
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to handle the foreign military aid funds separately in order to attain 
our objectives in Europo and other areas. 

A point I want to bring out is this: ‘The need for coordinating mili- 
tary and economic programs. Let us take the 1953 programs. When 
we go to the countries we are going to say, “Wo want you to give us 
your deficiencies for the forces that vou are going to have in being in 
1953.” They then come up with an equipment list based on tho 
forces they say are going to be in being. ‘This equipment desicieney 
list contains all the items that the country must have in order to 
mako the forces in being in 1953 combat effective. 

The MAAG roviews the list as does, also, the ECA mission. ‘They 
should arrive at two lists. One fist should be the items which they 

“cannot produce themselves, or they cannot produce in time. 

The second tist is 1 call the indigenous production list—what the 
country can produce. But the countery cannot produce these items 
without assistance from the United States in the way of raw materials, 
and machine tools, and so on. 

The more we spend on the economic side, the less we spend on the 
military. 

Chairman Ricuarps. Of course, you always have a right to ¢urn 
sonic money back to the Treasury of the United States that you did 
not need because you got them to do something over there; but, 
of course, that is not often done, is it? 

General Scotr. In our present situation the requirements are so 
far beyond what we are providing that it is not an issue. 

Chairman Ricuarps. General, it is 1 o’clock, or a little after 1. 
We have to be back at 2:30. 

Mrs. Kerry. Could 1 ask 8 question? 

Chairman Ricnarps. Mrs. elly has not had an opportunity to 
ask a question. Mrs. Kelly. 

Mrs. Ketry. This program has really just started. What I want 
to know is whether the military end items now in production are good 
enough at the present time so that they will not be declared in surplus 
or in excess next year, or in subsequent programs? 

General Scott. Well, we do not declaro’anything excess until it is, 
in fact, excess as a result. of improvements, or because of the fact 
that we have too much. Incidentally, I do not think there are very 
many in that category left. . 

Mrs. Kexzy. Aro there any? 

General Scorr. Well, you have some propeller driven aircraft that 
cannot be made available to other countries.until they get jet aircraft. 
The impression might bo that we generate excesses in order to make it 
available and replace some of the items of equipment in our own 
forces. We do not do that. It is a natural generation that comes 
through improvements. 

Mrs. Kexry. In otner words, you would still produce that item 
with the contracts out, oven though we cannot use it? 

General Scorr. We do not produce an item that we do not use. 

Mrs. Keuty. Maybe I used the incorrect term. If you have air- 
craft contracts outstanding under this 1951 program, and if under tho 
1952 program you do not want that type any more, would you permit 
the production of that aircraft so that yon could send it to some 
other country? 
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General Scotr. TP would like to have Colonel Klein answer that 
question applying to aireraft, as he knows the details of it. 

Mes. Keciy. Pjust took airenift as an example, 

General Scotr. [tis a good example. 

Colonel Kieix. ‘Fo nnswer your question, Mrs. Kelly, we are not 
producing any aireraft at the present time or any components or 
spare parts that we do not visualize an immediate need for as soon 
as it cames olf the production line, Tt is all modern equipment that 
we are producing. 

Now, the only obsolete aireraft we are providing is excess to our 
mobilizetion requirements. ‘Those, you see, we are not producing. 
But when we do supply those aireraft to the various countries we are 
obliged to produce a certain amount of spare parts for them. lf we 
do not have the spare parts in stock, we have to produce a certain 
portion of them. ‘Those spare parts will be utilized and required as 
soon as they come off the production line. When it comes time to 
convert to modern aireraft-—vou see, we have the old, conventional 
type aircraft that are still useful in these countries that are not ready 
to take jet aireraft-—but in vears ahead there will be a conversion 
period and, if the program continues, we will Lave to provide jet 
nireraft. 

Does that answer your question? 

Mrs. Keury. Yes, Colonel Nein, PF thank vou. 

Chairman Ricwarps. The committee stands adjourned until 
2:30 this afternoon. 

(Whereupon, at 2:18 p.m., the committee adjourned until 2:30 
p.m. of the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., Hon. James P. Richards 
(chairman) presiding. 

Chairman Ricnarps, The comnittce will come to order, please. 

Ladies and gentlemen: We will continue the hearings by calling 
on the first witness this afternoon, Hon. George C. MeGhee, Assistant 
Secretary of State for Near Eastern, South Asian, and African Affairs. 

Mr. Secretary would you have a seat here? Do you have a written 
statement that you want to read? 


STATEMENT OF HON. GEORGE C. McGHEE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. McGnex. I have a written statement here, Mr. Chairman. 
1 hate to take up vour time by reading it. 

Chairman Ricnanps. We have had a good many statements. — If 
you care to touch on the high points and put the whole statement in 
ine core Tam sure that will be all right. You may proceed as you 
wish, 

Mr. McGuire. To save vour time, Mr. Chairman, suppose I put 
this in the record, because it is rather lengthy. 

Chairman Ricuarps. Without objection that will be done. 

(The statement referred to is as follows:) 
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STATEMENT py ASSISTANT SECRETARY OF STATE FOR NEAR EASTERN, SoutTit ASIAN, 
AND AFRICAN ArRFArRS, Mr. Grorcr C. McQ(itrr, ok the Murua Security 
Rog RAM 


The Near East and tndependcnt Africa 


With your pertulsston, Mr. Chafrman, t should like to discuss the Near Kust 
and African area, which ineludes Greece, Turkey, Iran, Israel, and the Arab 
natlons; and Libya, Billopla, and Liberia, We propose a program for grant 
economte assistance to these eomutrles, indicated on the accompanying chart, 
nnd grant military assistance to certain of them, 

These of us appearius before you will be working asa team In presenting thts 
Program, and PT shouk! tke to explain how the teato will work. With your per- 
nifsston, FE shall attempt to present the Executive's view on the reglon as a whole 
ad the over-all rationale of the proposed mililary and economle prograins, 
Spectal reference will be made to the economle programs for the Near East ecoun- 
tries which have not hitherto received ECA assistance, 

Adiiral Duncan will discuss the militnry and strategie signifleance of the 
regton, and he and his colleagues from the Department of Defense Will be respon- 
site for the Justitfteation tn detail of the military program, . 

Mr. Foster and hls collengues in ECA have dealt with the ceonomte program 
of assistance to Greece and Turkey and the relattonships of these economte pro- 
Krains to the mftitary programs [nn these countries, HCA has, of course, a tong 
and suecessftul record of operation thn both countries, 

Mr. Bennett, the Adintulstrator of the Teechnteal Cooperation Administration 
of the Department of State, wilh deal with those elements of the cconomle pro- 
gram that specifieally pertain to the operations of his Administration, and wll 
relate the programs of United Nattons teehileal assistance to the United States 
bilateral programs, 

1 shoutd also like to file at this the statements from our politien!, military, 
and economic representatives abroaad, 

The sums involved tn the progratn are considerable, amounting to $45 million 
for military assistance and $f25 iniiiion for economie assistance. The Depart- 
Thent would hot support a request of this magnitude were it not convinced that 
the eee. are lorge and a major effort imperative in tertus of our own national 
securily. 

First, a word about the area as a whole. The chart shows the area, with the 
exception of Tlberia, to represent contiguous territories at the world's cross- 
roads, Tt ts bounded on the north by Soviet Russia or satellite states, and we 
are nll too famnitiar wlth the pressure that has been exerted from the north on 
the border states. Aside from Its Importance as a reute for land, sea, and alr 
transport, the region contains one-half the praven off reserves of the world, and 
fts present production of off accounts for a very Large proportion of the current 
requirements of the Eastern Hemisphere. If no substitute were found for these 
off supplles—and it would be very difficult to find a substitute—the hidustrles tn 
Europe would grind toa halt and the eeonomy of many countries inthe Bur East 
which are of concern to us would be serlously affected. 

Russia has traditionally sought to expand toward the south, It ts obviously 
not In our Interest to permit such a Soviet challenge to win by default. ‘This is 
& reason why we present an expanded program of ald for the Near East to 
the Cougress. 

With your consent, Mr. Chalrinan, I should like now to take up the ease coun- 
try by country, endeavoring to describe the general background of the present 
situation and the program which is submitted for the consideration of the 
Congress. 

MILITARY AID 
Greece 

Aid to Greece, which has been extended since 1947, firat through the Grock- 
Turkish-ald program and Jater through the ECA and MDAP, has pald very 
gatisfactory dividends. Greece has preserved her independence, and is now con- 
tributing to the principle of collective security and to the strength of the defense 
of the free world. Grecce provides an example of effective action by the 
agencies of the United States Governinent pursylng a common policy, clearly 
tlefinel, The economic program for Greece has n considered fn testimony 
covering title I of the proposed legislation. I should like to take this oppor- 
tunity to endorse the accowplishments of the ECA Misston in Greece and ex- 
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press the convictlon that progress fh Greece fully Justifies Che continued support 
of the Congress, 

The population of Turkey ts about 20,000,000, Purkey’s Large armed forces 
are backed by a substantiak ceserve. ‘The cambat effectiveness of the Turks bus 
heen stendiiy bnproving asa result of intensive efforts of the ‘Turks, afded hy 
the Uatted States. Buring (he past fb sears we tne assisted the Lurks: tn 
obtaining medern equipaent, and in providing extensive tadntag factiittes, 
designed to enable de ‘turks te mike best use of the equiptrent. This polley 
is payiis off. ‘Turkey has made an Laportant contribution fa Korea, where the 
Turkish brigade lias tived up fo the high tradition of Durkish ollitary bistory, 

We still ave far to go. however, before the full Turkish military petential 
WHI be realized, [Lf (his Is (0 be achleved, we tnust couttnie to assist in expand. 
fag: local preductlon of artsy we must contione our traiuing programs, aid wo 
mist continue to furalsh equipment to the extent that our resources permit and 
the Turks can effectively absorb it. Hence we propose ta carry on the program 
launehod in 1987, 

MILITARY AND LCONOMIC ASSIBIANCE 
fran 

We are proposing beth military and economic assistince Co Dram. The eeononile 
program proposed WIT amontt te $26,090,000, the military figure LE shout like 
todiseuss di oexecutive session, The two elements of assistance are interrelated 
and we ere convinced, vital In meeting the critheal sfQuation Chere. 

On the military slde, ft had been hoped that, with the successful aceomplish 
meat of the Greek Army in ridding the country of guerrilla forces, Qie size of 
the military estat ishment could be reduced, with ao resultant decrease in the 
need for Vatted States ata and benelits to (he economy of the country as a whole. 
Beeause of Korea and the general trend of the “eold war” however, such oa 
course [s no longer possible, Accordingly, we must seck substantial mllitury ald 
for the Greeks to replace supplles and equipment which sre becoming obsolescent 
and to cnable the Grovks to matntaty the strength of thelr military establish- 
ments. ‘The Creek soldiers are tough, courageous, well-fratheds they have 
proved thelr Oghtlig quatittes both In the defense of Ueir homeland and in Korea, 


Turkey 

Turning to Turkey, we ean alse polnt tea creditable record of accomplishment, 
We have learned to regard the Tarks as staueh allfes, determined (oo resist 
aggression from the north, The Turkish cconomle program, like that of Grevee, 
is considered with Ghe European economfe program. ECA ean look back on solid 
accomplishment in the work whieh it has done to assist the Turks fn the develop- 
ment of thelr resources, ECA ald, supploementest by loans from (he Export- 
Import Bank aud the International Bank, has enabled Turkey to expand her 
capital plant in many directlous. ‘Turkish economle assistance ts closely related 
to requirements for the Turkish armed forces; over a Cird of the Turkish 
nationnrl budget is devoted to defense. 

The situatlon in Tran has, of course, given all of us the greatest concern in 
recent months, While over a pertod of time Tranton of and Tranian ofl refining 
eagwiclty could be repincod in (he world markets, loss of this Industry and Its 
products to Europe and to the Near and the Far East would compel radical, 
costly, and dithcult adjustments tn off production and oll marketing Ubroughout 
the world. 

That ts one reason for our spectal interest fn Tran. A further reason ts the 
{mpelling fact that Irian represents a tempting bait to Russia fn fits effort to forge 
a chatn of satellites around the Soviet periphery. Tran's loss te the free world 
would jeopardize the security of the entire Middle East, which ts ftself the gate- 
way tosouth Asin and Africa, 

We have seven in dran the eraptions of pent-up nationalisin. Although the 
Communists did not precipitate the of dispute, the expertly organized and highly 
vocal Comnguntst organization, the Tudeh Party, f< attempting to aggravate and 
capitalize upon ft. To this admosplere (here has been ao potitteal reaction tn 
Tran agelnst the Rrithsh off tnterests which has made more difficult an agreed 
Kettlement of the olf problem. Cran is heavily dependent fnanelally upon the 
exploitation of fits off resources, Faflure to work out an agreement with the 
Anglo-franian Of] Co. has already seriously affected [ran’s economy and retarded 
Implementation of Iran's 7-year development program. 

The present situation is, however, a reflection of the fundamental weakness 
of the soclal and political structure of Iran. The bulk of the Irantan people 
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are poor, undernourished, and illiterate. Only through an improvement in basic 
Hving conditions can the Iranian people be given the means and the tucentive 
to build a strong nation. Only a strong Iran can in the long ran survive as an 
independent state and maintain {ts natlonal integrity. In climate and in natural 
resources, Iran has been compared to California, If Iran’s living standards 
even moderately approached Californta’s, Iran would be a powerful ally in the 
free world. We propose to help Fran inake progress toward a bettor way of life. 

Military assistance to Iran has double importance. It strengthens the gorern- 
ment Internally by contributing to stability and order. and contributes at the 
same time to the integrated defense of the Middle Fast. A> moderate-sized 
Iranian army, with modern training and equipment, should serve to deter any 
aggressor, and to prevent Iran from falling by default to Soviet subversion. 
Through our current Mutual Defense Assistance Program, we are supplying equip- 
ment and training as quickly as the Iranfan military establishment can effectively 
absorb it. As the Irantans learn our weapons and techniques, they should be 
able to utilize larger quantities of modern equipment to advantage. 

What we also propose, and believe to be as essential as military aid in the 

situation, Is a concurrent threefold attack on the Iranian economic difficulttes. 
¥ would like to make ft clear that what we propose fs in no way related to the 
present ofl dispute, but was planned before the oil controversy arose and was 
Girected toward overcoming Iran’s more fundamental problems. We need to 
strengthen Iran and [ts tles with the west by giving the Iranian people tangible 
evidence of our support through a modest program of grants. This program 
must be flexible and designed to bolster up those elements iu the country whe 
are working to improve the soctal and economic conditions of the mass of 
Iranian people. It must be directed at the town and village level, 

The village development and rural improvement program would! be carried out 
fn selected localitles by teams of American technicians, werktng side by side 
with Iranian technictans who are already available, in the flelds of agriculture, 
irrigation, education, and health. Work of this nature has been carried on 
with great success by the Near East Fotndation, in Iran and other countries 
of the Near East. The proposed program would expand these activities and 
would direct them specifically to making better use of existing land and water 
resources. It would be attuned to Irantan customs. It Is proposed (hat a con- 
siderable sum be set aside in this specific project for the purchase of modern 
equipment for demonstration purposes. The program would also include voca- 
tlonal training and would provide teams from the United States Public Health 
Service to direct programs of public health and sanitation. 

Most commentators on Iran have noted the appallingly unhygiente system of 
water supply in the towns and villages where water for domestic use is drawn 
from open streams running down the village streets. The effect on the health of 
the people of such an Inadequate and unsanitary supply is obvious. The illus- 
trative program of assistance for Iran provides for assistance in the installation 
of simple but sanitary water-supply systems in selected towns. This program 
should make an tmmediate Impact on the population thus atded. Once they have 
been proven practical these projects will undoubtedly be emulated by the Iranians 
themselves In other places. 

Another. way in which {it is proposed to assist the Iranlans would be tn the 
{improvement of their system of highways through the facilities of the United 
States Public Roads Admin{stration. The record of the Public Roads Admints- 
tration in assisting Turkey in building and inaintaining that road network has 
been an eminently satisfactory one. This experience can he extended to good 
advantage in Iran. Tranian prpoduction and distribution of needed supplies 
within the counntry suffers from Inadequate tocal transport facilitles. 

These basic programs woul! be supplemented by technical services of American 
engineers in preparing specific plans for major development of water resources, 
both for Irrigation purposes and for domestic use fn certain of the larger towns, 
The program also provides for fmport rad sale of limited anit of needed 
goods, as was done under the ECA program heretofore conducted In Europe and 
the Far Fast. The funds accruing from sale of such finportations would, by 
arrangement with the Iraninn Government, become Immediately available for 
fivancing certain local costs of the projects which I have just described. It ts 
hoped that the proposed program would be administered by the ECA, with a 
modest-sized ECA mlssion. 
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THE ARAR STATES AND ISRAEL 


Por the Arab states and Israel, there {s proposed a regional economie program, 
regionally adininistered, In addition to a program of inilitary assistance for 
the Near East, This program breaks tito three principal segments: First, ald 
rendered bilaterally to the Arab states; second, afd rendered Ditaterally to Israel, 
and: third, altel coordinated by the United Nations for the Arab refugees from 
Palestine. This latter program has three facets: it represents ald to the refugees 
themselves, whose plight Is a serlous source of instability in the Near East; ald 
to the Arab states {nto Whose econpinies the refugees may be integrated: and 
afd to Israe), whose future In the Near East will be dithcult untib there Is a 
reasonable settlement of the refugee probtem. 

Throughout the preparation of ¢his program we have kept in inind three 
prituary considerations: First, the legitimate aspirations of all the peoples of 
the area, Christhin, Jews and Moslem, on an hnpartial basis; second, their 
feeling, frequently expressed, that the West has shown ttle or no interest i 
thelr welfare; and, third, (he importance of the continued independence of their 
countries to the security and peace of the free world. 


THE ARAH STATES 


The Aral states, if they are ta play their proper role in the defense of the 
Middle East and are not to be Jost by default to Soviet subversion, must be 
strengthened politically, economically, and militarily. 

The economle background in the Arab states was fully described in the bril- 
Hant report of the UN Survey Mission to the Middle East which was headed 
by Gordon Clapp of the Tennessee Valley Authority, His mission was charged 
with determining the economic possibilittes of the Northern Arab states, with 
speclal emphasis on the prospects of absorbing the Arab refugees from Palestine 
into the economy of the area. | ‘The report of this survey mission points out that 
the refugees themselves are a manifestation of the basic problems of the Middle 
East; that peace nad stability cannot be achieved in the region antl the masses 
of Its peoples are able to enjoy higher standards of living than they do at pres- 
ent: and that, while the path to higher standards ts a long one, such higher 
Standards could be achieved through the development of the natural resources 
of the area. : 

These resources consist, in the main, of remote and unused agricultural land 
and potential water resources. To benefit fully from the opportunities offered 
by their environment, the Arab peoples require assistance, primarily In the fields 
of public health, agricultural extension and engineering. With such asststance, 
they can march forward to a better way of life. Without such assistance, they 
will become victins of subversion, or, at the best, passive spectators In the 
present world conflict. 

In considering assistance to the Arab wortd, distinction must be made between 
those countries whose financial resources appear adequate to finance development 
through thelr own funds and those countries whose resources are presently 
inadequate. Whtle to all countries technical assistance may be offered as a useful 
tool to promote their development, a strong case can be made for grant financial 
aid to those countries presently lacking in capital resources. Our {Hustratlve 
programs for the Arab states are therefore welghted heavily toward Syria, 
Jordan, Iraq, and Lebanon. In preparation of the program, consideration has 
been given to the resources avallable to the various countries from the IBRD 
and the Export-Import Bank, as well as from private financial tustitutlous, 
Advantage has also. been taken of the experience of the UN refugee program, and 
the investigattons of the banks’ and of our own departmental ofticers. 

Existing tensions in the area cannot be relieved unless these countries can be 
assisted in thelr programs of economic development, The problem of the Pal- 
estine refugees cannot be solved unless there are more opportunitles for settte- 
ment and useful employment in the region. It {fs clearly timpossible for local 
governments to find work for refugees from another country now within their 
borders unless thelr own citizens are employed to equal advantage. The proposed 
programs of bilateral assistance, therefore, are essential for the furtherance of 
United States objectives in the Near East, and should be cunsidered as part of an 
integrated program of assistance for the area. 

In working out proposed programs of assistance, the problem has been ap- 
proached project by project. [Hustrative projects are summarized on stati tl- 
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cal tables avatlable to you. We have placed the greatest emphasis on the Iucreased 
production of food, and secondly, on improvement of public health. 

It is proposed that the projects would be administered in concert with the 
local governments concerned in such a manner as to insure accountability by 
Americans for every dollar of appropriated funds, but always with the purpose 
of relying on focal offictuls to carry out approved projects which have received 
the necessary local support. This must be a program of self-help. It must be 
directed at the grass roots to help better the living conditlons for the masses. 

This program is Act a cash hand-out to governments. It is felt, however, 
that more assistance should be given In the poorer countries of the region, than 
technical assistance alone. It is hoped to build on the experience of the past, 
but to point to the future through demonstration projects for rural fmprove- 
ment and resettlement. To succeed, funds are needed to provide supplies and 
equipment and to undertake minor construction projects, looking toward the 
development of unused agricultural resources. This fs especlally true of Syria 
and Jordan. Only through such development of locnl resources can the out- 
slanding {ssues threatening the stability of the Near East, including the Issue 
of the Arab refugees from Palestine, be resolved. 


PALESTINE REFUGEE PROGRAM 


One year ago, the Congress appropriated funds for a United Natlons program 
for Palestine refugees, which was designed to create a more favorable political 
and economic climate for a future solution. On this basis, the United States 
participated in the 1851 program to the extent of a $27,450,000 contribullon. 

The Department now considers that, with the passage of another year and 
the partlal abatement of some of the political tensions in the area, it can pre- 
sent to Congress proposals which show definite promise of a concluston to this 
problem, a principal deterrent to peace and stability in this strategic area. 

Quite apart from humanitarian consi{derations, abundonment of the Pales- 
tine refugecs to thelr fate would result in the most serious consequences to the 
security of the whole Middle East. One need only consider the impact of 880,000 
people on relfef rolis in relation to the population of the neighboring countries— 
Israel, 1,400,000; Jordan, less than 1,000,000; Lebanon, 14% mililou; Syria, 
3,500,000. Discontinuance of ald to the refugees would mark the end to hope 
of peace {n the area, and of any opportunity for constructive Influence by the 
United States or the United Natlons In the Near East. 

More positively, assistance to the refugees is an affirmative act which can- 
not fail to benefit Israel on the one hand, which has acknowledged its debt of 
compensation but lacks the means to pay it. and the Arab States on the other, 
whose economies and sociat and political well-being would be strengthened by 
the addition of the refugee population if the refugees were absorbed and rein- 
tegrated into local economfes. 


Retief 

Direct rellef must be continued for a further period. A sum not to exceed 
20,000,000 has been authorized by the General Asseinbly in December 1950 for 
direct relief purposes for the fiscal year 1952. This is a, maximum which can- 
not be ex ed by the agency without special authority from the General As- 
sembly. Rising prices may make an upward revision of this total necessary. The 
intent of the General Assembly was to keep relief costs at the lowest practicable 
level in order to make the maximum amount available for the reIntegration 
program. Presumably the agency will not seck more funds for relief unless 
substantlal price rises make it impossible to stay within the stipulated Hintts. 


Reintegration 

In the Hght of changing attitudes In the Arab countries, the Patestine Refu- 
gee Agency has proposed, and the General Assembly has approved, a program 
of reintegrating refugees into the economies of near-eastern countries. The 
object of the reintegration program Is to move as rapidly as possibly toward 
the permanent reestablishment of refugees on a self-sustaining basis so they 
can be removed once and for all from dependence on the UN for direct relief or 
temporary employment. ’ ; 

The energies and resources of PRA will henceforth be directed to working out 
with interested governments specific projects which will remove refugees from 
the breadlines and provide continuing employnient. For the most part this will 
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involve projects for settlement on new lands to be brought under cultivation. 
At least 60 percent of the refugees are farm people. In urban centers, where 
expanded or revitalized business or Industrial activity is stimulated, housing 
projects already Initiated will be extended. But no projects will be financed 
from the reintegration fund except when requested by an interested governinent, 
and then only under conditions that guarantee the reestablishment of a specified 
nuinber of refugees, and their permanent separation from the relief rolls. 

Reintegration, however, will be a slow process. In the words of the Agency's 
report to the General Assembly, it is “a major undertaking to reintegrate the 
niajority of over three-quarters of a million refugees, which may ultimately en- 
tall the expenditure of several hundred million dollars over a period cf years. 
It should, at the same time, be noted that all expenditures under this fund will 
hasten the day when international assistance can be terminated.” 


Costs 


Estimates prepared by the Palestine Refugee Agency indicate that the minimum” 


cost for such resettlement would average at least $1,000 per family for the 
150,000 families concerned. Under the circunistances, action by the United 
States to authorize a contribution of $50 million available for direct contribu- 
tlon to the Ageney itself or to projects coordinated with the Agency's work Is 
necessiry if this program fs to make a start toward settlement of the refugee 
problem. In this undertaking, it {s hoped that other nembers of the United 
Nations will shoulder thetr share of the burden. Records of the program to 
date indicate that the United States share of the cost has been about 53 percent. 
This percentage may rise in 1952 and subsequent years, but every effort will be 
made to attract other contributions, I believe that our Interest in the program 
justifies bold action and that other interested counteics will follow our lead. 
Even If they did not do so, United States Interests should not suffer as a result 
of inactlon hy others. 

Our Interests called for a clear definition of intent to see the reintegration 
program throguh to a conctuston, provided local governments remain coopera- 
tive in secking this accomplishment. 


ISRAEL 


Israel has requested assistance from the United States to balance Its {nter- 
national accounts. The nation fis not currently self-supporting, and it has 
depended on three principal sources of funds from abroad to meet its Interna- 
tional obligations: Donations from private donors in the United States, release 
of its sterling balances, and the proceeds of its line of credit with the Export- 
Import Bank which amounts to $135 million. In a note submitted to the De- 
partment on March 22, 1951, Israel requested a grant for fiscal year 1052 In the 
amount of $150 million. This amount ts part of a 3-year plan for the future 
developtuent of the economy of Israel, which will involve the settlement of as 
many as 500,000 additional Immigrants. In its explanation of the magnitude 
of the requested grant, the Government of Israel refers to its heavy burdens for 
financing its military forces and the ubligations assumed by Israel to compen- 
sate the Arab refugees. 

In view of the fact that the Mutual Security Program would make possible a 
measure of military assistance to Israel, and the immediate requirements of the 
UN program for the Arab refugees, the Department has analyzed the require- 
nents of Israel on a basis different from that presented fn the note from the 
Israeli Government. We have attempted an analysis of the Isracli balance of 
payments in order to determine a reasonable measure of grant-ald for Israel, 
designed to enable the new nation to consolidate its economle position fn 1952, 
The best financial information available to us Indicates that there will be a 
gap of approximatedy $23 million which would be met by the projected ald pro- 
gran. 

This program which would fill the gap, is designed on a project basis to sup- 
plement those projects financed by the Export-Import Bank. These new projects 
could have formed the basis for further bank credit if such credit were available 
to Israel, which {t is not. The projects fuvolve the supply of needed equipment 
to settle farmers on the land, and to extend the system of Irrigation to Increase 
agricultural output. The illustrative projects shown also include assistance to 
industry through expausion of electric power and Improved port facilities. Al! 
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components of the program are designed to increase productive facilitles, 
especlally food productton. All are aimed toward fIsracl's urgent need to fn- 
crease her exports and decrease her fmports if she fs to become a viable state, 


The administration of the cconomte program 
A regional adininistratlon of the programs for the Arab states and Israel is 
proposed, with headquarters located in the area, It fs hoped by the extablish- 
ment of such an office to attmet top administrative and technteal talent to 
operate the prograin, scattering of fudependent country missions throughout the 
area could not attract such talent. Furthermore, the economfle problem fi the 
Arab states Is a regional problem, fneapable of solution if vlewed from the 
standpoint of a single country, Through this reglonal office appropriate coordl- 
nation world be assured with the UN activitles In (be area, in partledlar the 
Palestine refugee program. This pattern by no means conflicts with the general 
eadministrative proposals presented for the program as a whole, military and 
economle. 
THE MILITARY PROGRAM 


Total military grant afd proposed for Creeee, Turkey, and Tran is esttinated 
in the amount of $415 intilion for fiscal year 1962. Ut bs proposed also that up to 
10 percent of this amount be avallable fur military assistance to other near- 
eastern connteies, fF. e. to [srael and the Arab states. Such assistance contd only 
be furnished following the finding by the President that such a course fs essential 
in the security Interests of the United States. Assistance can be granted only 
following the receipt of satisfactory evidence that the aid will increase the 
ability of the recipient country to defend itself, and that such selftefense will 
contribute to the preservation of peace and increase the security of the United 
States. 

In all candor I should like to say that It Is now the Department of State's 
view that the President may well tnd it necessary to uliiize this authority, if it 
is granted fin the very near future, Events In the Middle East are moving 
rapidly, The United States cannot afford to allow the forces of neutralisin and 
autl-western seatiinent to gain any further ground, nor to allow these forces to 
be captured aud ex ptotted by international communtsin, 

The Middle East is an fmportant pivotal area whose strategle importance 
was clearly demonstrated during the past two World Wars. The Soviet Union's 
Intentlon of dominating the middleeastern area ts abundantly clear. This 
historic goal of Russian foreign polley was expressly stated In documents pub- 
lished relating to the negotlations between Nazi Germany and the Soviet Union 
fn 140. It is evident today fn the efforts of the Sovlet Unton.to play on the 
natlonallst aspirations of peoples and to stir up animosity and hatred toward 
the free nations of the west. ‘ 

We belleve that it is in the United States Interest to (a) preserve and 
strengthen the orientation of these natlons toward the United States: (5) 
maxiinize the will of the governinents and peopte in the Arab States and Isracl 
to cooperate in resistance to the U. SS. 1. both now and in the event of war; 
(c) create politleal stability in depth for the benefit of Greece, Turkey, and 
Iran, and contribute to the stability of the area as a whole: (d) induce the 
countries to increase thelr indigenous defensive capabilites: {(c) strengthen in- 
ternal security; and (f/) reduce area rivalries and tensions. 

There has been an increasing belief, particularly In the Arab States, that 
the United States and other countries have no interest In helplng those countries 

_ to prepare to defend themselves. This feeling 1s producing increasingly polittcal 
disaffection. There are over 40,000,000 people fn the Arab States and Israel, 
These peopte belong to the free vorld. Apart from economle and technical 
assistance, military assistance on a scale appropriate to their present capacity 
to make effective use of it would go far to prove that the United States does 
not lack Interest in thelr continued Independence and defense, 

At the present time the armed forces of the near-eastern states, which total 
on paper over 200,000 men, are not [na position to do more than maintain tn- 
ternal security and offer token resistance to Invasion hy a modern army. Some 
of them, however, could, if properly equipped, participate usefully In defense 
of their territories and In protecting lines of communication and vital installa- 
tlons and facilities. Generally speaking, the equipment of these forces fs old, 
inadequate, and heterogeneous, and the Introduction of modern training methods 
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and a reasonable amount of uj-to-date equipment fs in most fnstances a condi- 
tlon procedent to their performance of any effective role in the defense of the 
near-castern region. 

In order to achleve our objectives, there should be tnitlated, where Justitied, a 
Hinfted arms-supply program with early delivery of token quantities, Super- 
visory and tectnical personnel should itso be furnished on request. General 
Scott is prepared to discuss thts whole military question further. 

Mr. McGuer. The subject matter which I am to discuss is well 
known to your committee. I have discussed it a number of times 
before with you. 

First, I would like to tell you about our method of presentation, 
We have here indicated on a map the area under discussion. Admiral 
FRunean is here representing Adiwiral Sherwan. He will, following 
my presentation, discuss with vou the strategic significance of this area, 
The details of the military testimony will be given by General Scott, 
who will discuss the specific programs of military assistance proposed 
for the countries of the area, 

We have here representatives of ECA in the event their interests 
are involved. Subject to his return, Dr. Bennett, who is, as vou know 
in charge of the point 4 program in the Departiwrent of State, will 
discuss those aspects of the economic program in this area which 
affect his acdiministration. 

This group will act as a team in their presentation before you, as 
the other witnesses have. 

Mr. Chairman, the amounts that are requested in connection with 
this program for the middle eastern area are sizable. 

There is involved the amount of $415 wwillion for military aid and 
$125 million for economic nid. ‘This is over and above economic aid 
which has already been requested in connection with the European 
program for Greece and ‘Turkey. 

Chairman Ricuanps. What was the last figure? 

Mr. McGuer. $125 million. Inctuding the figures for Greeee and 
Turkey, this total request aggregates in the order of $900 million, 
almost a billion dollars. It is indeed, sir, a sizable request, and one 
which we wonld not request unless it were in the direct security 
interests of this country. 

The programs which we propose, sir, have as the other side of the 
coin a deep humanitarian and altruistic aspect. 

There is, however, basic to this program the security interest of 
this country, and we seck to justify every dollar on that ground. 

Chairman Ricuanos. Have vou any technical assistance figure? 

Mr. McGuer. The $125 million, the cconomic portion of this 
program, which we seck to justify over and above Greek and Turkish 
economic aid, has a technical assistance component; in other words, 
a considerable portion of that $125 million is for technical assistance. 

That is thoroughly broken down, I believe, in figures submitted to 
your committee, showing which proportion of the $125 million is for 
technical assistance, which is for the purchase of supplies and equip- 
ment, in some cases, in local currencies, in other cases supplies needed 
to implement the program. 

This program goes beyond the point 4 approach to economic 
problems of the area 

Chairman Ricnarps. I do not think there is a figure in the record 
now on technical assistance. 
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Mr. McGuee. I understand these figures are being submitted to the 
committee. Perhaps they have not yet been made available to you. 

They indicate that of tho total program some $9,984,000 is for 
technical assistance in the form of United States experts going to this 
area; some $3,151,000 as the cost of trainees and trainees coming to 
this country, and to institutions,in other countries where they can bo 
given training. 

The remainder ‘is for the purchase of services and material. Theo 
technical assistance portion is small dollarwise, but nevertheless is 
an important component of this program 

Mr. Saati. Is that a lot of people, Mr. Sceretary? 

Mr. McGuesr. It is, Mr. Smith. This would involve some 800 
technicians in this entire area. This area of all areas needs a very 
large technical assistance component if the material aid is to be 
rendered effective. 

As you are aware, Western Europe and other advanced areas do not 
need so much emphasis on technical assistance. 

May I proceed generally without going into the details of this 
statement? I do not have to outline tho importance of this area. Wo 
have discussed that often in this committee before, and I am sure the 
committee is fully aware of it. There is nowhere in the world an area 
which has greater strategic significance. 

The Middlo East is the land bridge between three continents. It 
contains the Suez Canal which connects the Atlantic and Indian 
Oceans, Through this narrow belt of territory lying south of tho 
Soviet Union must pass all the international airlines which traverse 
the area between Asia, Europe, and this country. 

In addition, as you know, this area has a tremendous pool of oil in 
the Persian Gulf area, one-half of the oil resef#ves of the world. ‘The 
Middle East is important, moreover, over and beyond itself. it is 
the cockpit, it is the approach, first of all, to the subcontinent of South 
Asia, to India and Pakistan, with their tremendous manpower and 
resources. 

It is, and possibly more important, the means of access to the 
continent of Africa. Anyone who dominated the Middlo East could 
easily have access to the riches of Africa. There could be no real 
resistance afforded in Africa itself. . 

Africa not only produces the manganese, chrome, copper, rubber, 
sisal, anc industrial diamonds which we have long obtained there, but 
now uranium. 

For the reasons which I have mentioned, tho Sovict Union has 
long had designs on this area. One finds in the secret documents 
between the Soviets and Hitler in 1940 the clear indication that 
Russia desired as a sphere of influence in her deal with the Germans 
that area ‘lying south of Baku in the direction of tho Persian Gulf,” to 
quote the Russian note. 

That means western Iran. Russia has always desired through the 
centuries, under the Czars and later under the Soviet rule, to come 
down and establish a sphere of influence in the area lying north of the 
Persian Gulf, and to have access to the Persian Gulf and the oil fields 
surrounding it. oe 

That is why in the immediate postwar period pressure was put 
by Russia first on Iran and secondarily on Greece and Turkey, to 
probo this area for points of weakness to exploit. 
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Mr. Chairman, your committee is well aware of the action which 
this Government has taken in the postwar period to counter these 
Russian thrusts. 

You are aware of the fact that we supported Iran in the Security 
Council. Tho Russians backed down. They removed their troops, 
which they had previously refused to do. 

Azerbaijan was reoccupied by the Iranians and Iranian soil was 
freed of Russian influence. When Russia made her thrust at Greece 
through tho guerrilla war, and the British found they could not cope 
with the problom any longer, this committce heard tho presentations 
of the Executive setting forth the Greek-Turkish aid program, the 
Trumen doctrine, which was our answer to the Sovict challenge in 
this part of the world. 

Since 1947, when economic and military aid to Greece was initiated 
and military aid to Turkey, this country has expended some $2 
billion in aid to Greece and Turkey. 

I contend, Mr. Chairman, that this money has been well spent. 
These two countrics—rather than the weak points on the periphery 
of Russia, countries which couJd have been swallowed up and con- 
trolled by Russia unless we had reacted to the challenge—these 
countries have become strong points. 

Mr. Reece. How is that divided? 

Mr. McGuee. The bulk of it has gone to Greece. Well over half. 
I would have to get for you the precise breakdown. We will give it 
to the committee, 

(The material requested has been furnished for the executive 
session record.) 

Greece, as you know, has required a much larger part of the eco- 
nomic assistance, and while she was fighting the guerrilla war, the 
larger share of the military assistance. More recently, the larger 
share of military assistance has gone to Turkey. ‘Turkey has not re- 

uired so much economic assistance because she did not have a war- 
evastated economy. 

These two countrics have been transformed from weak points on 
the periphery of Russia to the two strong points. 

They have armies in being today that are among the greatest assets 
available to the free world. They could engage the enemy today if 
war.came, 

These countries support the principles of collective security in as 
steadfast away as any countries in the world. 

Wo have no occasion to worry about Greece and Turkey. They 
are willing to stand up on any occasion to be counted. 

Mr. Cuipprrietp. Do you mind an interruption? Do you feel 
Greeco and Turkey should be in the NATO organization? 

(Discussion off the record.) 

Mr. Reece. I was about to make an observation concerning 
Turkey that I think is sometimes overlooked. At the conclusion of 
World War I Turkey, which had been dominated by a complete 
dictatorship for centuries, was a defeated and overrun country. Its 
currency was almost without value. There were few tangible ma- 
terial resources in Turkey. Turkey, without any sid from outside 
sources, pulled itself together and gradually evolved as a republic, 
sound | and fine and got its finances in good shape without help from 
anybody. 


wee ene Sete ee ne ee 


re ead 
oe * 


KUNA YNAL A ede Bed OO LE 


746 THE MUTUAL SECURITY PROGKAM 


I think that exceeds anything that has occurred in modern history, 
so far as a nation pulling itself up by its own bootstraps. 

Mr. McGurk. You are absolutely sight. Tt was a heroic achieve- 
ment. At the same time Ataturk nid the foundation for a democ- 
macy that emerged from a situation of complete domination by the 
Sultan. 

Mr. Reter. It rose out of the ashes. 

Mr. McGuernr.. 1 would like to point out in this connection, beeause 
1 believe it has a bearing on our request for assistance for the Arab 
refugees, that Turkey was greatly assisted in this period by the inter- 
national assistance piven to her and to Greece to effect their exchange 
of populations. I think that is, in a sense, representative of the 
problem in the Middle East. It was well that international assistance 
was available for that great number of refugees. 

Mr. Fuutos. Is your statement on Turkey the official position of the 
State Department? 

(Discussion off the record.) 

Chairman Ricuarps. Ladies and gentlemen, I think we can facili- 
tate this matter by letting the Secretary finish his statement. Then 
every member will have an opportunity to ask questions. 

Mr. McGuer. I will try to make this brief. Otherwise, I will be 
taking longer than if I had read my statement. 

Tran is a little differont case. Iam sure your committee is aware of 
the situation today in Iran, There is, unfortunately, not in Iran the 
unified spirit which exists in Greece and Turkey. 

We propose for the third year to make a sizable investment in a 
program of military assistance to Iran. We wish to continue to 

ive military equipment:to Iran on as great a scale as we feel the 
ranians can effectively absorb. Only last year, however, did we 
first propose oxtraordinary economic assistance to Iran. 

The Iranians have had many problems, but not until recently did 
we feel that a basic problem was their lack of forcign exchange. This 
has been due to tho oil revenues which they have received and which 
could have been larger in amount had they accepted the proposals 
made in 1949 by the Anglo-Iranian Oil Co. 

We feel that the present oil situation ‘n Iran, the present impasse 
between the Iranian Government and the British oil interests, should 
not deter us from our long-range objectives in Iran. 

(Discussion off the record.) . 
h Mr. Roosrvett. Mr. Chairman, can J make a procedural suggestion 

ere 

Chairman Ricuarps. Mr. Roosevelt. 

Mr. Roosevett. I am sure as we go through a number of these 
countries, and in view of the recent event that is being announced by 
King Abdullah, and when the bill comes to the floor we will all be 
asked about it, so you will bo asked about it now. 

If you could give the current situation in Iranian oil, ‘rans-Jordan, 
8s eu go through would save a lot of time. 

hairman Ricuarps. Do you suggest—I want to follow the wishes 
of the committee in this matter—after the Secretary has made his 
initial statement on theso individual countries that members be 
allowed to ask questions? t 

Mr. Rooseve ct. I think it would be better to finish the whole 
thing, but bring in the current events problems as we go along. 


THE MUTUAL SECURITY PROGRAM 747 


Mr. McGuer. Shall T assume that the current situation in Greece 
and Turkey are sufliciently well known so that they need not be 
covered separately? 

As you know, the ECA has already justified the proposed economic 
programs in Greece and Turkey. We rely fully on the ECA, We 
consider the ECA accomplishments in Greece nud Turkey to be among 
the oulstanding achievements in their whole program. 

The military assistance for Greece and Turkey will be discussed 
in more detail by Admiral Duncan and General Scott. So we come 
then to Tran. 

Tecan report Uhat Che present situation in Tran is that Mr. Harriman 
is still in the midst of his talks with the Iranian Government, with the 
result as vet inclusive. 

Thore was a report in the paper today which you may have noticed 
to the effect that the Tramans had agreed to receive a high-level 
British negotiator. 1 am not vet able to confirm this through official 
channels. 

I suspect the report is a little optimistic. This, however, is an 
important objective of Mr. Harriman in his negotiations. We hope 
very much that this can come about. 

(Discussion off the record.) 

Mr. McGuer. Mr. Chairman, I apologize for having taken so long. 

Chairman Ricnanps. That is all right. 

Mr. McGues. If there are questions, I would be glad to address 
myself to Chem. 

Chairman Ricuarps. Go alicad to the next country. We will have 
some questions later. 

Mr. McGurn. We turn from Greece, Turkey, and Tran, which I 
often call the “shield” beeause they immediately underlie Russia, they 

rotect the rest of the Middle East from direct Russian pressure, and 
in the event of war, Uhey would be the ones attacked first. The 
countries underlying Greece, Turkey, and Iran are countries well 
known to all of you and particularly as countries which have tre- 
mendous problems. 

The Near East, I think, is the subject of more discussion in this 
country than almost any other part of the world. It is an area of 
extreme interest to us for many reasons. 

(Discussion off the record.) 

Mr. McGuer. Now, in addressing ourselves to the problems of 
this area and means by which they can be approached through assist- 
ance from this country, one finds many problems. Antiwesternism, 
neutralisn: and xenophobia are characteristic of at least some of the 
states of this area. One can analyze the causes of this. In many 
ways, I think that the roots of this antiwestern neutralism lie in a 
sharp reaction to the colonial era. These countries still feel that they 
aro treated by the western countries, including to some extent our 
country, in a colonial way. 

(Discussion off the record.) 

Mr. McGuer. As a consequence, we have addressed ourselves both 
in the military and economic ficld to overcoming this neutralism and 
building up this situation of military and economic strength. 

(Discussion off the record.) 

Mr. McGuer. At the same time, we must address ourselves to the 


‘appalling problem of the Arab refugees which, as you know, is one 
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of the many relics of the Palestine hostilities. Over 880,000 refugees are 
living in tents and under deplorable conditions around the periphery 
of the State of Israel, with no hope up until now of settlement on any 
permanent basis. This is a problem which our Government has had 
to consider in the entire period since the Palestine hostilities, We have 
already given considerable assistance to alleviate this problem. Up 
to the present, however, we have not seen any clear way of assuring a 
conclusion of the problem in terms of petting these people settled so 
that they can maintain themselves and not continue to be the recip- 
ients of international charity. : . 
For the first time we seo a ray of hope for solution of the problem in 
the Arab States. They have pearoed tat they will permit resottlement 
on a large scale, if the United Nations will oxpand its existing relief 
program to. include adequate funds for reintegration and certain 
other conditions are met. Sums are required which these States them- 
selves cannot pay, to prepare land, and to build homes to make these 
people self-sufficient. Therefore, out of $125 million requested for this 
area, including $25 million for Iran, we are requesting some $50 
million for the Arab refugee problem. Wo feel that the solution of this 
roblem is important not only to the Arab States but to Israel. 
sracl is committed to the principle of compensation to the refugecs, 
As long as these Arabs exist in this unsettled state, thoy will be a threat 
. not only to the peace of the area but to any hope of normal relations 
_ between Israel and the Arab States. This is important for all con- 
- cerned, but particularly for Israel. 
iscussion off the record.) : 

Chairman Ricwarps. I want to ask one or two questions; then I am 
going around the table on the 5-minute rule. ‘ 
Mr. Secretary, this bill is stip posed to be a basic program for the 
security of the United States. Do you feel that equality of grants 
to the Arab States and Israel is calculated to serve the security of the 

United States? 
Diecesion off the record.) ; 
‘Mr. CrirerFieLp. What was tho figure that you gave for military 
aid in this area? I have $412 million; is that right? . 
Mr. McGues. No; Mr. Chiperfield.. That figure is $415 million. 
Ei CuirERFIELD. I noticed that discrepancy afd I just wondered 
about it. ae we 7 
ai off the record.) ‘ 
. Cripserrietp. No further questions at this time. 
Chairman Ricrarps. Dr. Morgan, we are under the 5-minute rule 
86 we can give everybody a chance here. setae he 
- Dr. Moraan. Mr. Secretary, do you feel that the Communists did 
hot prec pital the oil dispute in Iran? | 
. (Discussion off the record. ; 
’ Dr. Moreaan. The Arab gue was formed in 1945. Recently, 
in 1950, they had a collective security pact which was to be along 
sig ines. What became of that security pact with the Arabs? 
Mr. McGuex. It has never been ratified except by one country, 
Saudi Arabia. There is no evidence, however, that it will not be 
ratified by other countries and at that time it will, of course, have the 


‘effect of ing them close together in military cooperation. 
| (Discussion off the record.) - a 
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Dr. Morean. Mr. Secretary, why did the Arab nations take a 
neutral stand in the UN?) What is your opinion as to why they took 
& neutral stand in the Korean conflict? 

Mr. McGurr. Dr. Morgan, somo of the Arab States did not. 
Lebanon and Iraq voted for tho resolution branding the Chinese 
Communists aggressors, 

(Discussion off the record.) 

Chairman Ricuarps. The time of the gentleman has expired. Mr. 


orys. 
Mr. Vorys. I have been trying to get a breakdown on figures. 


I understand thero aro about 96,000,000 people involved in titlo IL. , 


Mr. McGurr. Approximately... . 
Mr, Vorys. How many J6ws are thero in the area? 

Mr. McGuer. Ths population of Isracl is 1,400,000 of which approx- 
imately 1,250,000 ara ews. Ofcourse, thero are Jewish minoritics in 
. other countries but you refer to Jewish people in Israel. 

Mr. Vorys,/No; I was going to ask you-bow many Jéws thero are 
in tho arca sfd in the world and how many Moslems in the area and 
in-the world. a , \ 

Have you got that? poe a \ 

Mr. Fubton. Divided by saints and sinners? . 

Mr. McGuire, I will see héw’ myth ofit we-have and we will get 


the remainder. _ ; Af \ 
I think there afte 40,000 ( Moslems in the area and som@ 300,- 
000,000 Moslem p ples-in theworlds:.. 0 SN 
Mr. Viorys. And how niany Jews in the Area? ~~ 
Ono million two h 


Mr. McGuer. undred and fifty thousand, plus 
- those in the Arab States” *. Py foous } 
Mr. Vorrs. That includes the Arabs/does it not? 


Mr. Javits. In the Near East outside of Israel [-supposo“another 
300,000, though emigration.is going on to Israel atl the timg. 

Chairman itouans You mean in this whol¢ area? 

Mr. Rooseveit. Eight hundred thousand in the northern part 
of Africa alone. _ ; 

Chairman Rica 
from New York? 

. Mr. Vorys. I yield toanybody that can.gi¥e me the answer: How 
many Jews there are in the area and in the world and how many 
Moslems. . We learned about Moslems. 

Mr, McGnee. I am reminded that the Iranians are Moslems, too. 
If- you wish to include Iran there are 60,000,000 Moslems in the Mid- 
dle East out of the total in the world of 300,000,000. I will accept 
Mr. Javits’ figure of 300,000 as being a reasonably accurate estimate 
of the Jows in the Arab States of the Middle East. Tho bulk of the 
Jewish people you refer to I believe are outside of this particular area, 
Mr. Roosevelt. They are in northwest Africa. I think the group in 
Egypt is around 80,000, probably 70,000 in Iran, 30,000 left in Iraq. 

r. Vorys. What would happen with the Arab States and Isra 
say, if we were to consider giving $100 million for mutual nationa 
security—under mutual-aid pact based on ECA principles, and let 
those fellows divide it up? e would say ‘Out of the $100 million 
you have to take care of those there.” . 

Mr. McGuee. That is basically what we are seeking. As you 
know, the figures that are given as between the countries are illustra- 


RDS. Does the gentleman yield 46 the gentleman 
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tive, There isa measure of freedom in subsequent allacations between 
countries, 

Now, in many areas the figures are given as total and are not broken 
down, We felt that in this case it was necessary to break it down. 
We knew of the great interest that existed in this committee aud else- 
where of the figures that would go to Tsracl We Know of the interest 
in the figure which would yo to the Arab States and to Tran. 

(Discussion off the record.) 

Chairman Ricuaros, Mr. Ribicolf, 

Mr. Ramcorr. Mr. MeGhee, let us talk about the ares. Let us 
forget any one country, TL think the area is more important to the 
United States than any individual country, 

Mr. MeGune. That is correet, sir. 

Mr. Rintcorr, What we are basically interested in, in’ this com- 
mittee--we had a very interesting thesis put forward last night by 
Mr. Berlo about the importance of this area for the long-range future, 

Because of the importance of this area, do vou think that $100 
million for this area is enough? Lat us forget how we civide it up. 
Is that sullicient? 

Me. McGarr. Pdo.  Pwould like to exptain why Tsay that. | For 
the whole of the area we are discussing, for He Middle East asa whole, 

- We are requesting some $900 million. 

To the $100 million whieh vou mention Chat we propose for economic 
assistance, there can be added up to $40 million for military assistance, 
so that the total available in both types of assistance is $140 million, 

Mr. Rinicorr, Now we come to the next question. Whatdo you 
do? It is abvious that the Tsractis want aid. They want it bad. We 
do not havo to gloss that over. However, that is not true when you 
come to the Aral countries. Wo have had the incident of the Syrians 
saying thay do not want any point 4 program in Syria. ‘That was in 
the press recently. J understand that 200 familics control Iraq and 
basically they aro not. interested in the program that would sort of 
life up the peasants and the landless, to give thom some land reform, 
What do you do?) Do you take that money and throw it inte tho 
Red Sea or how are you going to get that money where it will help 
build up these Arab countrica that do not want it? 

Mr. McQtnre. It is a good point you raise because wo have no 
desire to force our assistance on anyone. ‘hoy must want it and be 
willing to cooperate in the utilization of it, Mt would not bo effective 
in any other event, 

I want to mako one remark in anawering your previous question 
beforo 1 address mnyself to this question. 

When you consider the area in which Chis cconomic assistance of 
$100 milfion and a goad portion of the $40 million will actually be 
spent, it is not the total area which Mr. Vorys has stated has some 
95 millions of people. It is not the Middlo Exst, the Arab world 
and Isracl—which have some 40 millions of people. The bulk of the 
funds will be spent onty in tho State of Israel, Lebanon, Syrin, and 
Jordan, which in the aggregate have only some seven millions of 
people. That is why E fect that this $100 million in economic aid 
supplemented by such portion of the military nid as may be allocated, 
is adequate for that small number of people. 

(Discussion off the record.) 


THE MUTUAL SECURITY PROGRAM 751 


Mr. Rentcorr. Will $40 million be enough te aid in absorbing the 
Arab refupees? 

Mr. MeGuee. ‘The total absorption cast his been estimated at 
$150 million. 

Mr. Rinicore. Uf this will decrease and lower tensions, would: it 
not be one of the best things we could do? Owe are going ¢o spend 
money effectively, let us talk about it. 

Mr. MeQue. There is 9 limit to how mueh ean be spent ina given 
year because rather lange projects must be undertaken to settle 
SS0,000 people, and the Arab States lack the plans anid the capacity for 
carcying out these lange projects. Therefore, we feel that $50 million 
is afl that can be spent the first year. Tf we could spend more, we 
would agree that it should be spent, because the sooner we can remove 
this tension, the better chances Chere nre for peace. Moreover, the 
sooner the people ean be made self-sustaining the sooner we ean relieve 
ourselves of our share of the relief burden, whieh will cost some $25 
million a year for straight relief until the people can be settled. 

You cannot prove that there is any final eure in’ Chis: economic 
approach or Chat it will insure peace between the Arab States: and 
Isrncl. FP osay that it will work in that direction. Tt will remove 
irritants which now stand in the way of peace, and of all the actions 
which are available to us at the present fime this is the one most 
effective action we can take to bring about a condition which will 
make it possible (o achieve peace, 

Mr. Roosrvert. Will the gentleman yviek! a minute? 

Mr. Rintcorr., Thave no more time. 

Chairman Riewanps. You have consumed your time and Mrs. 
Kelly's time, so Mes. Kelly is out when we get down there, Mr. 
Roosevelt. 

(Discussion olf the record.) 

Mrs. Botton, Syria also has a very good capacity for industrial 
inerease and those who have been there know it is the most amazing 
Mace. In Aleppo we found their textile mills cleaner than many 
womes in this country. [tis very interesting and a very fast moving 
into modern life country and should not be considered backward as 
most people are considering it. Anybody who tas been out there 
knows that itis not that kind of country. 

There was a sentence in the statement on this legislation that 
came up from the State Department which says: “There is no strong 
evidence of Soviet penctration in Israel.” Tt would seem to me hat 
the interpretation of such a statement would depend upon what you 
mean by “strong evidence’ and what you mean by “substantial 
penetration,” But when Twas chairman of the Near Kast Committes 
in 1945-47, and was out in the area the Soviets had their pay-oif 
station in Beirut; this center has now been moved into [sracl, as you 
know. 

Now, when the pay off station is in a country, it would scem to 
indicate that this was rather convincing evidence of n certain amount 
and type of infiltration (hat had not existed there before, Suggesting 
an expansion that should be taken into account. 1 call your alten- 
tion to it. DT would like to learn something further about it merely 
so that wo do not overlook, in our consideration of the whole area, 
whatever shifts of emphasis may be made. Nor should we overlook 
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such happenings as the fact that tite things may Lave real bearing 
upon what the Kremlin is doing. For instauce, ene of the best 
Soviet ayents, who was in ‘Tehran in 1945 has been moved ‘down to 
Ethiopia. That ho is one of their best propagandists and never goes 
where they do not want something done and doie well would seem 
to open up many questions of Kremlin designs on Afrien. TP hope 
that woe shall have opportunity to go more fully inte some of these 
matters. . 

LT agree wholly with Mr. Ribicoff that everything that can be done 
for peace between the two groups is all-important to the peace of 
the world. “That it can be done, especially from the outside, Tam 
not so certain. Lagree thatall possible irritations should be removed. 
But there must be also a deep understanding of the psychology of 
tho Arab countries. It must be clonr to all who take part in any 
effort that the situation is extremely precarious particularly when 
there is great rivalry and no little enmity among the Arab states 
themselves. 

E shall hope that before we are through with the consideration of 
this whole area in north Afriea, Egypt, across to Liberia, (hat there 
may be consideration given to these deeper aspects of our poliey in 
this great aren. 

Chairman Rictarps. Mrs. Bolton, if vou do not mind, we will go 
into that tater, Wo will have untimited questions as soon as this 
five-minute period is over. 

Mr. Burleson. - 

Mr. Bunteson. You made reference, Mr. Seeretary, to the differ- 
ence in qualifications of personnel in Israel and most of the Arab 
nations, In applying technical aid, and tcehnical assistance, I notico 
from theso tables there is a difference between funds for the dovelop- 
ment of water resources in some of the nations. FE understand water 
is all-important to most all of them. 

Mr. McGuix. That is correct. 

Mr. Bururson. If they do not have water, they are not poing to 
have anything. I do not sco anything any place for water resources 
for Libya, Iraq. Egypt, or Saudi Arabia. 1 beliove thero is something 
for Syria. Would you comment on that? 

Mr. McGure. The Iraq Government is going to pay for their 
water-development program, Thoy havo reserved o $12} million 

an from the International Bank for this purpose. The samo is truo 
in Egypt and Saudi Arabia. In Saudi Arabia, tho Government lias 
ample resources. Development of water requires considerable 
expenditures over and beyond technical assistance but the Saudi 
Government can pay for that. 

Mr. Burteson. Somo of tho oil companies have dono considerable 
work in the development of those resources in Saudi Arabia? 

Mr. McGuee. That is correct. Tho Point 4 program also includes 
technical assistance for Saudi Arabian. However, wo would expect. 
tho Government of Saudi Arabia to financo any largo expenditures, 

Mr. Burreson. What do you mean by’ consumer goods? Syria, 
Jordan, and Iran, are scheduled for some $9 million for consumer 
goods. What generally constitute thse jtems? 

Mr. McGuer. This is an aspect of our assistance programs with 
which we have had considerable experience ia southeast Asia. In tho 
latter, for example, in order to obtain tho local currencies required to 
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carry out projects for which dollar expenditures were to be made, such 
curreney was obtaiaed by bringing in needed consumer goods. ‘This 
arises from the facet that the countries themselves just do not have 
the local currency available to make the necessary volume expenditure 
for lnbor, land, and other things required for the projects. That is 
why we have requested the authority to use some $10 million out of 
the $125 million in this request for consumer goods whieh will generate 
local currencies. H we were to limit our expeudituers to dollars we 
would find that the government did not have the money to pay the 
local expenses and as a consequence the project. would not get under 
way. At least in the initial stages of the program we felt it necessary 
to buy these needed consumer goods to get the local currency. 

Mr. Burneisonx, What specifically are some examples of consumer 
goods? 

Mr. McGarr. Mr. Burleson, anything that can be sold to the 
people. You would attempt to get nonluxury commodities which, in 
addition to producing local currency have a beneficial impact on the 
economy. 

For example, if people needed clothes, then you might import 
clothes, not Juxury-typo clothes; you might buy work tools, if they 
needed tools and could pay for them. You would import hoes, plows 
things of that nature and sell them to farmers, It would have a usefu 
impact. By this process, local currency would be derived which 
could bo used in getting the program started quickly. 

Mr. Burteson. They would bo things which by survey showed 
were necded—-not. things like refrigerators where no electricity was 
available or yo-yos or something of that sort. 

Mr. McGurr. ‘That is correct, Mr. Burleson. They would be 
needed commodities, which would produco immediate income for tho 
building of a public road or a dam which ultimately will pay the 
economy but does not immediately produce local currency. 

Mr. Burisson. Thank you very much. 

Chairman Ricnanps. Mr. Smith. . 

Mr. Saitn. I want to associate myself, Mr. Chairman, with Mr. 
Ribicoff and Mrs. Bolton in their position regarding the necessity 
for making some move toward a reconciliation, if possible, in that 
area. 1 think it is so important. 

(Discussion off the record.) ; 

Mr. Situ. To get out of the Middle East for just a moment, I 
would like to talk about Greece. What. is the political situation in 
Greece? I raised that question because I have a great many Greeks 
in my district who have written mo telling mo that so far as political 
conditions are concerned, they are not good in Greece. 

Mr. McGurr. No. Probably they never were and never will be. 
The Greeks, vou know, are highly political. Their governments are 
often unstable. They aro the results of coalitions. The present 
Greek Government has cooperated extremely well with our Govern- 
ment. It is based on a coalition between tho Liberal Party and the 
EPEK Party. As a coalition it has not been a strong Government, 
nevertheless, it has passed more effective legislation than in any other 
period since the Greek aid program was initiated in 1947, and very 
difficult legislation. 

For oxample, legislation has been passed to force the Greek ship- 
owners to pay a large amount of taxes. The Government also had 
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to deal with labor problems on which it was difficult politically for 
the Government to take action, but the Government dealt decisively 
with these problems. 

The present instabilitics arise principally from the fact that clec- 

tions will bo held shortly in Greece, and everyone is thinking about 
thoss elections. There is an electoral law which is now being con- 
sidered by the Parliament which will change the basis for the clec- 
tions from tho old proportional system to some compromise propor- 
tional system. This law wil! permit fewer political partics to get 
more votes. It is hoped in that way that one political party will 
emerge into a more predominant position so that there will be either 
majority rule by one party, or a stronger coalition, after these elec- 
tions. . 
Mr. Ssuta. Can you tell me what has been the increase, if any, in 
the standard of living of these Greck people since we have under- 
taken our program there? 1 think that is so important because | 
think it is directly related to the question of political stability or 
instability. 

Mr. McGuee. Surely. Mr. Smith, we did not seck greatly to 
raise the standard of living of the Greek peopte, but sotigtit initially 
to restore the standards they previously enjoyed. Greece is different 
from the underdoveloped countries of the Near East in that she en- 
joyed a European standard of living. It was always on a precarious 

asis, but nevertheless a tolerable standard of living was possible 
with tho earnings and remittances which she reecived. Hor ceonomy 
was dovastated by the war. ; 

Wo sought as our objective to restore it to its prewar levels. Un- 
fortunately, it has not licen possible for the Greeks to maintain such 
a standard without our support. However, it has been possible 
steadily to reduce the amount of aid which wo never furnish to 
subsidize the Greck economy in order to achiove that prewar standard. 

Mr. Porter, when he testified, indicated that last year ECA actually 
spent some $30,000,000 Icess than had been budgeted, and that this 
year it is requesting $38,000,000 Iess than that. As a consequence 

would like to see any increase in standards beyond the prewar 
standards made up through reduction in our aid, rather than a further 
increase, If Greece could have security on the basis of her prewar 
standard of living, I believe tho Greeks would have adequate incen- 
tives to play their full role in the free world. 

Discussion off the record } 
HAIRMAN Ricwarps. The gentleman's time has expired. 

Mr. Hays. 

Mr. Hays. Thank you, Mr. Chairman. 

Mr. McGhee, on some of the maps I notice Yemen docs not appear. 
Is it completely autonomous? 

Mr. McGues. Yes, it is, Mr, Hays. I will tet! you why it is not 
clear. It is because tho principal boundary is indeterminate. Its 
northern and southern boundarics are indicated here, but the boundary 
between Yomen and Saudi Arabia is undefined. Gur Ambassador in 


’ Saudi Arabia, who is also Minister to Yemen, is visiting the Yemen 


right now. Yemen has a permanent Minister in Washington. 
{r. Hays. Is Yemen a member of the'United Nations 
Mr. McGueg. Yes, sir. 
Mr. Vorys. They sit next to us. 
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Mr. Hays. Good. ‘Then there is another country up in the north- 
east corner shown on some of the maps. 

Mr. McGurs. There is tho independent sheikdom of Kuwait, which 
is a sheikdom whose foreign policy ts eontrolled by the British Govern- 
nent. 

Mr. Havs. It is not. autonomous? 

Mr. McGuee. Hs foreign policy is conducted by Great Britain. 

Mr. Hays. In the northeast corner of Saudi Arabia. 

Mr. McGuer. ‘Then there are several independent sheikdoms, such 
as Oman. 

Mr. Hays. Is Oman autonomous? 

Mr. McGuer. It is an independent sheikdom, but coming under 
tho foreign policy contro! of the British Government. 

Mr. Hays. Is there any reason why it is not included in this list 
along with Yemen? 

Mr. McGues. It is not a country with which we would normally 
have direct dealings. Our relations would be conducted through the 
British. The peoplo there are actually nomadic to a conaiterabilo 
extent and do not have the necds of settled les. Some of these 
people are among the wealthiest in the world. Tho relatively small 
country of Kuwait has the biggest oil field in the world. Its income 
7 so great that they ought to be assisting us, rather than us assisting 
them. 

Mr. Ways. 1 want to ask you about the possibility—getling back 
to the question asked by Mr. Ribicoff—tho possibility of the great 
advances being made cconomically in Israel, making its impact on 
Arabic life. 1n other words, if the Arabs through trade participate in 
that economic advancement is it not likely to bring about alterations 
of attitude? What hope is thero in that? Are there any trado 
barricrs of a substantial character that would obstruct what I am 
apeering of? 

Mr. McGure. No, Mr. Hays, and we greatly regret that thero is 
not free intercourse between Israc] and tho Arab states, which would 
permit tho Arab states to profit by the advances Isracl has made. 

Mr. Hays. ‘hen there are trade obstructions? 

Mr. McGuee. ‘There is a complete trade impasse. 

Mr. Hays. ‘They are not trading at all? 

Mr. McGner. ‘rhat is right. They have no trade relations. 
The only direct relationship is in the Mixed Armistice Commissions. 
Wo regret that greatly. We have pressed through tho United Nations 
and outside for peace talks and for resumption of normal relations in 
tho area. In tho latter event we fee] that the Arabs could benefit 
greatly from tho increased technical knowledge of the Israelis. 

Mr. Hays. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Merrow. 

Mr. Merrow. Mr. Secretary, I would like to ask one or two 
austen in reference to the summary table that is included in 
this book of data in reference to the whole Near East. You havo used 
tho term of $100,000,000 of aid that we are proposing to give. Now, in 
the fourth column the figures add up to $76,000,000. You probably 
mentioned this, but I do not have it clearly in mind. 

Mr. McGuer. Yes, sir. I am sorry that is not clear. It is 
complicated. 
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That figure includes Tran. If you recall, we indicated $25,000,000, 
actually $24,050,000, out of the total of $125,000,000 was for Iran, 
but since that will not be administered as a part of the Near Enst 
program I have spoken of the remaining $100,000,000 separately. So 
if you subtract from your $76,000,000, the amount for Iran, and add 
the $50,000,000 which will be allocated to the refugee program which 
is not included because it will be spent, or at least coordinated, by the 
United Nations agency, tho result is approximately $100,000,000. 

Mr. Mrrrow. Oh, yes. You take out Iran’s $24,000,000 and add 
$50,000,000 for tho refugees and come out with $100,000,000. 

Mr. McGuere. Yes. 

Mr. Mrrrow. You used tho term $140,000,000 ns the grand total. 
Doca that correspond to the 138 and does that last column include 
what it costs these governments to administer the aid or help to carry 
out the aid we are going to give? 

Mr. McGues. No, sir. Tho $140 million is a theoretical figure in 
that it takes in the $100,000,000 economic figure, plus the $40,000,000 
figure, which the President could give in military aid to Isracl and tho 
Arab states, if it were found to be in tho national interest. Tho 
figure you gave is the total estimated cost in both foreign and local 
currencies of making food these projects, of which the dollar com- 
ponent is as indicated here. 

Mr. Merrow. I sce. Thank you. 

Mr. McGuere. That includes the sum which the countries concerned 
would be expected to put up themselves. 

Mr. Merrow. In other words, thoy got $138,000,000 worth of good 
out of this by putting up their local currencies? 

Mr. McGuee. That is‘correct. Tho cost to us would be $76,000,- 
000. The cost to them would be $62,000,000. As you see, tho total 
value produced would bo $138,000,000. 

Mr. Merrow. That $460,000,000 to Saudi Arabia you indicated, I 
believe, in one remark that maybe that is not necessary. 

Mr. McGues. It is $460,000. 

Mr. Merrow. $460,000. Excuse me. - 

(Discussion off tho record.) 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Ricnarps. Mr. Roosevelt. 

Mr. Roosevert. Mr. Chairman, thank you. 

Mr. Secretary, I want to congratulate you on the very clear and 
brilliant statement you gavo us earlier. I think one of tho objections 
that has been voiced by various people to this program in the Middle 
East and also in the Far East is that we are approaching it from a sort 
of piccemeal year-by-year thinking, and in that way we are failing 
to get the enthusiastic support and understanding of those people 
of our long-range hopes for them. 

I am wondering whether any basic planning has been dono to 
evolve, both from the standpoint of time and totel funds, a long- 
range Middle East pment For example, one of the things that 
disturbs me is that 1 am afraid our technical aid and economic assist- 
ance is going to be mainly directed to raise the food production and 
improve roads and communications. Bower, apparently nono 
of it except in a vague planning way—some of it will go to that, but 
none of it will go to develop the available resources, such as tho 
irrigation and the hydroelectric development of the Euphrates. 


! 
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Tf we could tell these people that that isin our plaus 3 years from now, 
then I think we auke really be hitting the jackpot propagandawisc. 

Now, that is a rather inclusive question. If vou want to come to 
that later so that I will not waste all of ny 5 minutes on you, I have 
two other procedural suggestions which T could make now. 

One is alii the same line. Could we not say we would authorize 
in this bill $150,000,000 for the Arab refugee resetllement program, 
as is the figure presented by the United Nations, but this year, since 
they can only spend $50,000,000, we are going to appropriate only 
$50,000,000? We could tell them that so that they will realize we 
are doing the whole program for them, but since they can only spend 
$50,000,000 this year, we will only appropriate that. 

Ido not know enough about the rules of the House to know whether 
that is possible. : 

(Discussion off the record.) 

Chairman Ricrarps, The gentleman’s time has expired, Tamsure 
we will want to pursue that point in the general discussion in a fow 
minutes. If you will just keep those questions in mind, Mr. McGhee, 
I want to call on Mr. Javits now. 

Mr. Javits. Dr. Judd is ahead of me. 

Mr. Jupp. [ pass. Twas out of the room when my turn came. 

Chairman Rictuanps, Mr. Javits. 

Mr. Javits. I too want to thank you for your statement. I think, 
of course, as you told mo and others quite properly that the two 
fundamental questions are the Arab refugees —and that is the nettling 
probtem in the area—and the Iranian situation. 

Do vou feel that the main Communist danger in that area comes 
from the social status which exists in the ‘Arab States? That is, the 
conditions which exist which do not seem to percolate wealth through 
to the mass of the peopte. Even though the Egyptians may have a 
high prico for cotton or the sheikdoms may have fortunes in oil, it 
does not seem to shake down to tho fellow on the yround. What do 
you think of that in terms of its being a fertile area for Communist 
exploitation? 

Mr. McGurn. Mr. Javits, it is a fertile area, and I think the Arab 
refugees themselves are the most fertile ground which vou have 
mentioned. Unquestionably the poorer classes in Egypt particularly 
are fertile ground, and probably those in Iraq. We have considerable 
evidence of that. 

(Discussion off the record:) 

Mr. Javits. Is it not a fact that the classic pattern communism 
is striving for is that when there is a revolution based on social causes, 
relatively few Communists can get hold of it? 

Mr. McGuee. That is correct. But, as you know, if one excludes 
China from consideration as a special case, that has not taken place. 
All the countries which have been taken by Soviet communism to 
date have been taken in conjunction with Soviet force along the 
Czechoslovakian model. Therefore, since the near castern states, 
aside from Greece, Turkey, and Iran, do not have a border with 
Russia, it seems unlikely that a situation could develop in which 
communism could come to power. I do not believe the Communists 
have that as their immediate objective. 

(Discussion off the record.) 
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Mr. Javits. I have one other question You said we were going to 
administer this aid in the Near East on an area basis. I think that is 
the real solution to many of our problems, in this aid. 

Would you tel! us in detail how you would do that? 

Mr. McGure. Yes, sir. We would hope to have a central adminis- 
trator, probably at Beirut where the UN Refugee Agency is located. 
Woe would not necessarily have country missions in each country. In 
that way we could obtain much better technicians, who would be 
available to service the entire area. We could then work for coopera- 
tion between the countries and make our investinents on an area 
basis to produce the best good for the area as a whole. 

Mr. Javits. So if we cannot have a Near East Organization for 
Economic Cooperation, at least wo can have a Near East Mission for 
Economic Cooperation? 

Mr. McGues. That is correct. 

Mr. Javits. Thank you. 

Chairman Ricnarps. The time of the gentleman has expired. 

Mr. Reece. 

Mr. Reece. Thank you, Mr. Chairman. 

(Discucsion off tho record.) 

Mr. Risicorr. I have a point of partiamentary inquiry. 

Chairman Ricnarvs. What is the point of parliamentary inquiry? 

Mr. Rieicorr. Will the Chair inform us of the approximate plans, 
in view of the proceedings on the floor, and how long we are going 
to continue here? 

Chairman Ricuarps. What proceedings is the gentleman talking 
about 

Mr. Ristcorr. The committee hearing as against the proceedings 
on the floor of the House and the potential vote. 

Chairman Ricuarps. As an obedient servant of the committee, if 
the committee would like to adjourn, it can. We have a few moro 
witnesses. I wanted to turn the Secretary over to the tender mercies 
of the committee for unlimited questions, with the sky the limit. 
If you do not want to question him, we will take up another matter. 

Mr. Roosevett. As a parliamentary inguiry also, what is the 
gentleman from Connecticut referring to in the potential vote? 

Chairman Ricianps. I noticed no teller bell has-rung. When that 
happens we always inform the committce what it is about. 

Mrs. Bouton. Thero was a voto that went by one vote. 

Mr. Javits. That is right. It was just a minute ago. I would 
like to inform the committee they aro discussing now regulation W, 
and I might say to the chairman too that I think I and other members 
of the committee are worried about not being on the floor. 

Chairman Ricuarps. I have beén worried all week about it. 

Mr. Javits. We aro moving pretty fast there. 

Chairman Ricuarps. Whatever tho will of the committee is. If 
some members feel they have to go, or if you would like the Seerctary 
to come back at some other time for further questioning, that will be 
all right. 

Mrs Botton. Is he not due back tomorrow morning, Mr. Chair- 
man 

Chairman Ricwarps. The Secretary is slated to be here tomorrow 
morning. 
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Is it the wish of the committee that we suspend now and the 
Secretary will be back in the morning? ; ; 

Mr. Jupp. Mr. Chairman, there were a couple of questions earlier, 
the answers to which were reserved. They were asked by Mr. 
Roosevelt. , 

Chairman Ricwarps. Off the record. 

(Discussion off the record.) 

Chairman Ricuarps. We want to know if anyone wants to ask 
the Secretary any questions for the record. 

Mrs. Ketiy. Mr. Chairman, I have a question. 

Chairman Ricuarps. Mrs. Kelly. 

Discussion off the record.) 

Mr. Roosrvert. Will the gentlelady yield? 

Mrs. Keury. I vield. 

(Discussion off the recor«.) 

Mrs. Kreery. [have one more question, which is my last. 

} have been shocked over the lack of interest in the continent of 
Africa. Once of the witnesses the other day told us about a very sinall 
amount of point 4 technical assistance to that continent. 

I realize you have covered northern Africa. So Thad one of the 
staff prepare a statement forme. It shows there are about $75,000,000 
in private investments in Africa, which is a preliminary report, and a 
small amount of point 4 operations. 

Due to the fact that today you said the Near:East was neglected 
in the past, would it not be advisable at this time to inaugurate a 
point 4 program for us in Africa? 

Mr. McGueet. Mrs, Kelly, Africa actually has benefited greatly from 
our assistance in recent years. Some $300,000,000 has gone to 
Africa through the dependent overseas territories program of ECA. 
That sum probably would not appear in the figures you mentioned 
for the reason that it was given directly to the European administering 
countries concerned cither as grants or loans; but actually there has 
been much more technical assistance available for Africa than could 
be absorbed. Some $35,000,000, as I recall, was sct aside for an 
African technical assistance program through the European adminis- 
tering countrics. 

Mrs. Keiiy. That was through European countries, not United 
States point 47 

Mr. McGuer. In Africa, in ther African territories. There is no 
question but that they benefited, but also the African people them- 
selves benefited. 

Mrs. Ketzy. Did we benefit? 

Mr. McGure. Yes; because the programs were based to a con- 
siderable extent on the increased production of raw materials which 
we need, but Africa also benefited. 

One of our problems arises from the fact that there has been so 
much assistance to the African possessions of the European countries 
that the independent countries, such as Ethiopia, Liberia, and Libya 
feel they have been neglected. One of the reasons for our pro 
$4,000,000 program for these three independent countries is to com- 

ensate them, in a sense, for what they missed by not participating 
in the ECA program in the past. 

I welcome pour interest in Africa, but I believe you will find the 


ECA accomplishments in Africa very impressive. We believe this 
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$4,000,000, together with ECA’s continuing program, for dependent 
overseas territories, which is a part of the European prograin, will 
provide a good base for progress in Africa. 

Mrs. Keury. I have one more question. You mentioned the fact 
that the Israclis had a great denl of drive and capabilities in reaching 
their goal. Is it not more important to attempt to reward them than 
to reward the inertja of our European allies in the hope of creating 
good wi 

Mr. McGuer. Mrs. Kelly, the principto of reward is not the basic 
principle in our forcign-aid programs. I am certain it enfersin asone 
clement but, of course, basic American security interests and objec- 
tives aro the determining factors in our foreign aid Programs. ‘ho 
element of roward, I would say, cannot be injected dircetly into the 
formulation of foreign policy. “We feel wo must stimulate these Arab 
peoples, we feel wo must not accept their present attitude as being 
inal. 

Mrs. Kecry. Thank you. 

Chairman Riciuanps, Dr. Judd, 

(Discussion off tho record.) 

Mr. Burteson (presiding). Is that all, Dr. Judd? 

Mr. Jupp. Yes. 

Mr. Roosevett. Would you answer my questions now? 

Mr. McGuer. Yes, sir. . 

Mr. Roosevelt raised the question of the goals. I am afraid we 
cannot be too clear on this question. I think wo do have important 

onls with respect to the refugeo program, which is half of the problem 
in the Near East states. hero we would estimate 3 years to 5 years 
is required for the achiovenicat of this goal. ‘That es imate is based 
on the best availabto information, including a recent missi>»1 of the 
United Nations, which estimated it would require about $150,000,'°09 
over that period of timo. ; 

With respect to achievement of definite accomplishments in a given 
period elsewhere, I think you will agree that it becomes more dilticult 
when you consider underdeveloped areas such asthe Arab states. 
Tho area has very great dovelopme it needs. It has limited capabilities 
for moving toward achieving those needs. We are in a situation 
where we can make any investment we choose, and it-will be a worth- 
while investment. We can make 4 small investment covering 8 year 
or two, and we will have achieved an advance in tho staidard of 
living which we seck, or we can make a larger investment over & 
5-year period and achiovo a larger advance. 

We are not committed to a continuation of the program. We can 
clotermine later what our ultimate objective is. We should, however, 
in our own interest continue the program for a number of years. 

In the case of Isract, I believe you would agree that it would also be 
very difficult to set a goal. You are dealing with the intangible 
factor of immigration. Me objective of Israel itself is more complex 
than tho goal of economic self-sufficiency of a static state in tho light 
of this open-ended variable of immigration. -o, 

Mr. Roossvett. Ono thing interested me, and J think it was Mr. 
Nathan last night who testified on the economics of this Isracli request 
and said they estimated that the cost, including the relief per capita 
refugee was $250 for relicf and another $2,250, or_a total of $2,500 
for resettlement of a refugee coming into Israel. Yet, if you divide 
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roughly a million Arab refugees, or 800,000, into $150,000,000 for the 
settlement. of Arab refugees, you are dawn to a $150 per capita figure. 

I do not know why it costs so much more to resettle a dew than it 
does an Arab. I cannot figure that one out. I am afraid our 
$150,000,000 figure is way too low. 

Mr. McGues. Tho estimate for the settlement of Arab refugees is 
$1,000 a family. The difference is the difference in standards of 
living between Jews and Arabs. Tho Jew is a European and, as a 
result, he desires to live in a modern home or apartment. His whole 
standard of living, his food and his clothes are all gaged to European 
standards. Most of the Arabs are used to living in a hut often made 
of mud, on low rations and with relatively simple clothing. As you 
know, the UN relief program feeds the Arab refugees at $2 a month per 
person, 

Mr. Funtox. The word has different meanings. The Jewish word 
“resettlement” means a different thing than the Arab resettlement. 
For instance, in Isracl they follow through and give the refugees 
training and give them a job and a house, 

Mr. Roostvett. You must include all tho industrial and agri- 
cultural capital that must go into it. 

Mr. McGuire. That is right. 

Mr. Funton. In addition, from Yemen they flew the refugees in, 
so that made the cost much higher. Israel had to do it because there 
were extended deadlines to be met. 

Mr. MecGuer. 1 believe in Isracl the per capita income is $385 
compared with $50 in the Arab States. So the Jewish immigrants 
have to earn $385, whereas the Arab refugees only have to carn $50 
to be on a basis similar to that of other Arabs. It is hoped there 
can be a moderate increase in living standards when the Arabs are 
resettled. 

Mr. Roostvect. I wanted to put that in the record because I 
know it is going to come up on the floor. Did you finish the other 
question? 

(Discussion off the record.) 

Mr. Roosrevett. Thank you Now, the Haifa refinery is a very 
important question. 

Mr. McGuesr. It is, indeed, particularly because of the shortage 
arising from the Abadan situation. As you know, only 30 percent 
of the capacity of the Haifa refinery is being utilized now, becauso the 
oil must come from Venezuela. It is a very long haul, and Venezuctlan 
oil is dollar oil. The Iraqis will not. permit the oil to come through 
the pipeline from Iraq, and the Egyptians will not permit it to come 
through the Sucz Canal. 

Mr. Roosrvenr. Has there been any reduction of the Iraqi 
position? . 

_ (Discussion off the record.) 

Mr. McGuer. I would like to make the point, Mr. Roosevelt, 
that it would bo an advantage if cither an authorization for a con- 
tinuing appropriation for the purpose of reintegration of the refugees, 
or some strong statement, could como from this committee. As you 
recall, the President’s statement transmitting the request made note of 
the fact that this would be a continuing requirement. Tho Executive 
did not ask for an authorization beyond tho 1 year, basically, I think, 
because that has not been an acceptable procedure in secking funds 
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from tho Congress, Howevor, as you quite wiscly pointed out, I 
feel cortain that this was an advantago. If this committeo, cither 
through an authorization for an oxtonded period or through somo 
wording, could imply that this was a problem which we realized would 
take soveral years to accomplish, and would indicate that wo would 
give continuing consideration to it, it would bo of great assistance in 
achieving the political objective which wo hope to achiove. It would 
help convince the Arab States that we intend to seo this through, 
that it is our objective to help achiove settlement of the refugees. 

Mr. Roosevect. When we come to tho considoration of the bill we 
will certainly try to accomplish that objective. 

Mr. McGuer. Fine. 

Mr. Reece. May I interject a question with reference to that 
refugeo situation? 

Is any effort being made to get privato capital to come in and set 
up operations which would utilizo these refugees after they are 
trained? In this country, if wo have a serious unemployment areca, 
wo make a great effort to get somebody to come in and locate a factory 
there. Can you tell us to what extent it is feasible to encourage such 
& program over thore? 

Mr. McGuee. There has been a limited effort on the part of people 
with capital in that part of tho world to utilize refugeo labor. For 
example, a company in the Lebanon recently started a cotton project 
in the Jordan Valloy, employing refugee labor. 

Mr. Reece. Recently the General Shoe Corp., the head of which 
happens to be from Nashvillo, Tenn., located a factory in Israel. 

Mr. McGnerr. Yes, sir. However, there is only limited capital in 
tho Arab countries in comparison with the need, so that anything 
they might do would be very small. 

For example, the Bank of Syria and Lebanon has attempted with 
its resources to go forward with certain projects such as tho Arab 
swamp drainage project. The possibilitics of American capital being 
interested in going to the Near East aro very small, in view of the 
prevailing conditions. Unfortunately, there is very little flow of 
American capital to tho area, except from the oil industry, In tho 
light of unsettled conditions in tho arca and the relatively undeveloped 
economica, which make it difficult for people to do. business because 
they lack trained labor and other facilities necessary for a successful 
business operation, I doubt that much private capital will go to tho 
area under present. conditions. 

The incentivo to private capital in Israel is quite different in that 
the country has skilled labor and a government which is alivo to the 

ssibilitics for sclling the country’s products not only in the Middle 

cast, but elsowhere in the world. 

Mr. Roosevert. Is thero any availability of World Bank funds for 
this kind of capital Mr. Recco is talking about? ; 

Mr. McGuer. Yes, there is, particularly in Syria. Tho Syrians 
sro now negotiating with tho International Bank. 

Mr. Rooseveut. I am talking of Lebanon, because I understand 
the Lebanese company, if it could purchase American machinery, for 
which it would require a certain amount of American dollars, is 
prepared to proceed with a small stee! rolling mill in Lebanon. Thoy 

ve the local capital for plant facilities and the working capital, and 
so forth and so on. 
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I was wondering whether the World Bank is in a position to go into 
that matter. 

Mr. McGuerr. The World Bank at one time offered the Lebanese 8 
small loan. I think the figure was $1,000,000. I believe, they are 
still prepared to lend certain funds, and Lebanon may wish to use its 
bank credit for the development of the Titani River. 

Howover, Lebanon, oven if the capital were available, docs not offer 
great possibilities for the settlement of theso refugees. It is over- 
populated now, and the settlement of a large number of the refugees 
would disrupt the basis of the Lebanese stato which, as you know, 
maintainsa balance between the Moslem and Christian elements of the 
population: 

Mr. Roosrvert. Have we covered the Haifa refinery? 

Mr. McGuee. Yes. I indicated that Haifa would operate on 
Venezuclan crude in the event of a shut-down at Abadan, since tho 
4 Ge do not appear to be willing to Iet oi! come through the pi cline. 

Mr. Roosrvect. Is tho Haifa refinery owned by the Royal Dutch, 
or dust whom? 

Mr. McGuere. It is owned by a British company, Consolidated 
Refineries, Ltd. 

Mr, Burueson (presiding). Docs anyone clse have any questions? 

Mr. Fu.ton. I have a few questions. 

Mr. Burveson (presiding). Mr. Fulton. 

(Discussion off the recor.) 

Mr. Burson (presiding). Mrs. Bolton. 

(Discussion off the record.) 

Mrs. Botton. I am taking too much time, Mr. Chairman. 

Mr. Burvrson (presiding). Do you wish to defer the other ques- 
tions you have? 

Mrs. Botton. There are various things I would like to know. 

Mr. Burzrson (presiding). Perhaps you could submit those ques- 
tions to the Secretary. 

Mrs. Botton. For instance, the refugeo population, and so forth. 

Mr. McGuer. Do you want us to answer them now? = If you would 
like to submit it now, wo can give vou the answers tomorrow. 

Mrs. Botton. I shall appreciate having answers to these questions 
if I may submit them now. 

Mr. Burueson (presiding). Thank you, Mrs. Bolton. As I under- 
stand it the chairman intended to have the 7:30 mecting. : 

Mr. Crawrorp. That is correct. There are two witnesses only— 
Congressman Meader and Mr. Frost of tho Detroit Chamber of 
Commerce, 

Mr. Bur.eson (presiding). Mr. McGhee, I know that I can unre- 
servedly speak for the entiro committce in saying that not only do we 
always appreciate your appearance here, but we enjoy it. I know I 
have heard many of the others ieee themselves in that regard. 

Mr. Jupp. I will join in that. 1 could not. be here for the first part 
of his testimony but I heard several of the other Members on the floor 
pena low informative it was. I will read it in the record. 

: ye McGuer. Thank you very much. It is a pleasure always to 
o here. 

Mrs. Botton. We are all very much interested in the way in 

which you have approached your job and everything connected with 
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it. Wo admire your capacity to clarify it for us, because the Near 
Kast and Africa is a pretty big areca. 

Mr. Bururson (presiding). [ think we oll have that focting. It is 
srerortet! that. because of activities on the Noor of the House, it is 
dificult for all Members to be present continuously. That can't be 
helped. We aro very conscious of that but circumstances do not 
always permit it, of course. 

Mr. McGuer. Iam amazed at the knowledge this committee has. 
I can tell you very little, I am sure. 

Mr. Burveson (presiding). You know you are to be back tomorrow 
morning at 10 o’clock? 

Mr. McGuer. Surely. 

(Tio fotlowing were submitted for inclusion in the record:) 


Mippie Easy Reruare Propiews 
This material fhas been prepared by the Department of State responsive to an 
outline suggested by the staff of the House Foreign Affairs Committee. 
1, ANALYSIS OF REFUGEE PROBLEM 


A. There were 875,998 refugees on tho rolls of the United Nations Relicf and 
oe Agency for Pafestine as of the end of June. These refugees areflistributed 
as follows: 


Lebanon.......... seeeedess 106, 753] Gaza... ee eee 199, 789 
Jordan.......-..-2... eeetee 465, 450 | Isracl.. 2.2.2.0. e eee 23, 507 
Byria. occ. ee cece aecee--. 80,499 


BB. Conditions of the i ig Population: team of experts from the World 
Health Organization recently made a survey of health conditions in the refugeo 
population. They discoveréd that, generafly speaking, the refugee population 
was fn better condition than might be expected from the low dict level and Iack of 
facilities from which many have suffered, particularly the two-thirds of the refu- 
gces not in caine. Disatfection and unrest is natural among those people, sep- 
arated from their homes and generally unable to carn a livelihood, 

C. Altitude toward refugees in countries where they are located.— Attitudes vary 
according to the country. Jordan, where half of the refugees are located, has 
granted to every refugee full citizenship rights if he wishes it. It will not be pos- 
sible to resettle more than 150,000 to 200,000 of the 465,000 refugees within the 
limited terrain of Jordan; Lebanon is overpopulated in relation to its resources and 
will not be able to absorb more than a fraction of the 106,000 now there. Lebanon 
is anxious for a scttlement of the refugee problem which will enable her to move the 

teat majority of refugees to countries where resettlement fs possible. Syria has 
n in conversation with the agency for some time on two pilot projects for re- 
settlement. Changes of government have delayed these negotiations but recent 
conversations have showed continued willingness to go forward with resettlement. 
Egypt has declared its willingness to resettle 60,000 of the 200,000 refugees in the 
Gaza in lands which it is hoped to reclaim in the Sinai Peninsula. There Is prob- 
ably not any further opportunity for resettlement In Egypt and the remaining 
50,000 refugees in the Gasa strip will have to be resettled in other countrics. 
Syria's vacant arcas offer the most promise; Iraq is a possibility. 

1). Attitude of the Israeli Government toward reselilement.—Tho Isracti Govern- 
ment has consistantly taken the line during tho last 3 ycars that resettlement of 
the refugees In the Arab countries is the only practical solution for the problem. 
The Israclis are not willing to repelie any substantial number of refugees and 
adduc > two pfincipal reasons: (1) their necd for all available lands to resettle 
Jowlsh immigrants and (2) the internal security risk of a largo and potentially 
hostile Arab population. : 


11, PROBLEMS OF RESETTLEMENT 


A. The number to be resetiled.—It is estimated that at least 60 percent of the 
refugee population have a rural background, and it may therefore be eatimated 
Hoy approximately §00,000 persons or 100,000 familics will need to be resettled on 

nd. : 


f 


os 
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BD. Where the refugees can be resetiled.—The availability of land and water is the 
key to resettlement. [t has been estimated Chat probably not more than 200,000 
can be resettled in Jordans to a considerable oatent pesettbement in Jordan has 
accounted for the reduction in refugee rolls from its peak of 1,019,000 to the present 
figure of 876,000. Egypt, as mentioned above, is willing to take approsimately 

,000 in the Sinai Ponfosuta, if surveys of water supplics, how under investigat ion, 

vermit. Lebanon inay aceept 20,000 refugees of Lebanese cthnic origin, This 
caves the great bulk of the refugees to be resettled in the one Arab country 
where there are both rain-fed lands and o portunities for irrigation—Syria. Bot 
in the large Jezira arca to the north and in the river valleys such as that of the 
Kabhur, these opportunities cyst, 

C, Cost of ecttlement of the agricultural population.— Costs of settling a family of 
five persons have been esthnated in the range of from $4,000 to $2,500. This 
includes dircet costs such as livestock, sced, agricultural implements, and simple 
housing in agricultural areas. Land costs have not been included since it is 
expected that the rofugeces will be settled on pubtic domain and present waste 
Jands. Ancillary costs such as roads, publis buildings, services, and others are 
expected to bo taken up in a general prograti of ceonomie development as well as 
by the United Nations agency, 

The spread in costs of $1,000 to $2,200 is explained by the difference between 
settling on rain-fod lands and on [rrigated tand, The much larger cost of the 
latter is due to the mechanical equipment necessary, Since the agency has not 
yet negotiated for specific tracts of Jand with any government, these cost figures 
are, of necessity, general in nature. Results of investigations presently being con- 
ducted in the Sinai Peninsula in cooperation with the Egyptian Government will 
develop firm figures for that proket. 

1D. Relation of refugees to the tand.—It would be hoped that the great majority 
of the refugees can be resettled on the land as frecholders, so as not. to perpetuate 
the feudal type of landholding so prevalent in (he Near Fast. In cases where 
large tracts of land aro rapidly coming under private ownership, a trend steadily 
increasing in the Jezira arca of Syria, some form of tenantey may well be neces- 
sary. The PRA has in mind the desirability of fmproving the relative numbers 
of frecholders, but the ageney must concentrate on the main point, reintegration; 
and the end of the need for relicf. 

E, Settlement of others than farmers.—The sinall professional and white-collar 
classes among the refugee populations have largely made themselves self-support- 
ing and relatively little afd will be needed for them. In the case of skilled workers 
and merchants ¢he agency has, in Jordan, set up a development bank which has 
already made loans to such classes of artisans as the mechantes, DMacksimiths, and 
cobblers. Small shopkeepers will also be aided in this way. It is hoped to repeat 
the Jordan pattern in ather countrics. 

F. Isract's share of the cost ix indeterminate. The United Nations is endcavor- 
ing to appraise the value of the refugees’ claims for compensation for their Immov- 
able property left in Israc},” This will Lea very substantial sum, probably beyond 
Isracl's ability to pay within. a reasonable period of time. . 

Reseltlenent costs of the United Nations, estimated at $150,000,000 (aver and 
above relief costs) are estimated on a basis of acquiring land {ree from local govern: 
ments, and on a basis of a substantial rise in economic conditions fostered by 
dovelopment programs stemming from local funds, borrowings from abroad, and 
the proposed grant program of the United States. Relief costs will decline as 
refu are resettled, but as a 5-year period is envisaged, total UN costs, including 
relief, may well aggregate $225 million. 

The refugees will not be welcomed as settlers unless there {s a demand for labo 
generated by economic expansion. . 


G. The Istacli Government has indicated a willingness to entertain claims for 


real property abandoned by the Arabs. This subject fs having the attention of 
tho Palestine Conciliation Commission of the United Nations.  Isract has 

its case for a grant of $150,000,000 for 1952 from the United States partly on its 
obligation to compensate tho Arab refugees. 


11l. PROBLEMS OF THOSE WHO CANNOT BE RESETTLED 


The goal of the United Nations agency has been to reduce the refugee problem 
to bounds within which ft can bo handled by the local governments, Untlt that 
day comca, there appears no alternative to measures for relict financed In large 
part by the international community. 


» 
a 
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The problem of refugee morale has been under constant study. Factors under- 
mining their confidence can be summarized: 

1. Lack of sccurity for the future. 
2 Uncertainty of continued United Nations ald, 
6) Uncertainty of rights of asylun. 

2. Dissatisfaction with tho present: 
a) Poor material conditions. 
b) Homelessness. 
¢) Stateleaaness, 

Increased belief that thoy are victims of sociz1 Injustice. 
¢) Failure of United Nations to carry out resolutions regarding thelr 
rights {o repatriation. 

These factors are manifest in nervous tensfons verging on exasperation, creating 
constant danger of violent demonstrations. They lead to acceptance of Com- 
munist theories, which promise a way out, 

They lead to a substantial fall in moral values both in the Christian and Moslem 
sectors of the refugee population. 


IV. LONG-RANGE PLANS FOR RESETTLEMENT 


Proposed progralns of the United Nations involve as long as 5 years. They 
involve principally (1) use of lands in Sinal, which will require roads, welts, ditches, 
seeds, fertiliser, tools, and light industrial facilities to make them habitable, (2) 
the development of northern Syria where rain-fed lands may tend to reduce costs 
and (3) possibilities In the Tigris-Euphrates Valleys which aro remoto in tine 
and can only follow extensive development by the Iraqis themselves. 


V. POLITICAL IMPLICATIONS OF THR REFUGEE PROBLEM 


A. Well Israel accept refugees? If 20, under what conditions?—Israel has con- 
sistently maintained that for reasons of Jowish population pressure and of se- 
curity, that she cannot accept any substantial number of refugees. Tho Isracti 
Government is not likely to change this attitude. 

B. Will continuation of the refugee problem alter Arab-lsrael relations?—Tho 

roblem of continued bad relations between Isracl and the Arab states can only 

exacerbated by the continuation of the presence of moro than three-quarter of 

& million refugecs on Israel’a borders, [If the problem is allowed to continue, it 
will ony alter relations between Israel and tho Arab states for the worse, 

©, Will United States aid of $50,000,000 plus any aums contributed by other 
United Nations members provide anything more than relieff—Tho agency catimated 
that, as of October 1950 prices, relicf would cost approximately $20,000,000 during 
the current fiscal year. This figuro, in view of rising ane tronds, will almost 
certainly have to be rovised, perhaps to as much as $2 ,000. A United States 
contribution of $50,000,000 would bo added to other pledges now totaling 
$13,000,000. It is hoped, however, to recelvo substantially larger aums from 
other contributors, per pa as much as $20,000,000. For 1952, then, of a tolal of 
$70,000,000 as much as $15,000,000 might bo spent on reintegration. 

D. Progress of Communist penelration or antiweat allitude tn refugee camps.— 
The Department of State has received continulng and cnereasing avidenca that 
Communist agents are active among the refugee population. ey hava pene- 
trated local political movements and havo constantly played upon tho desiro of 
the refugees to return to thelr homes. They have constantly sought to Identify 

he west and particularly tho United States as tho cause of refugees’ troubles, 
t is i perhape surprising hat they havo not obtalned even moro succosses alnce 
the Communists have mado refugees their principal target {n tho Near East. 

E.- How will the United States security in the Middle Kast be improved by roling 
the $50,000,000 proposed in this dillf—1t tho United Nations Relief and Works 

moy can begin at once and proceed quickly with its program of reintegration of 

ugees Into the oconomies of the near eastern countr tho greatcet alnglo 

sauce a unrest and antiwestern sent{ment fn this critical area will bo in process 
solution, : 

Peace between Israel and the Arab states cannot possibly be achieved until the 
problem of the Arab refugees ts solved, : 
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Mermoranpum Re Exrort-Imrort Hank Loan to tab Strate or [skank in 1k 
AMOUNT OF $135,000,000 


This loan may be subdivicted into six categories as follows: 


Agriculttife:. 2: 3.020s5 occa olde te bebe hie e ieee ceceshees Se $70, 000, 000 
Trauaportatlon..2 o25 2. oc eck each te ced ese edbececcceeeeeeend 9, 430, 000 
Housing and community facilities. ..0. 02.2 ee ee ee 25, 000, 000 
Telccommunieations. . 2.2.0.2... 02 - e ee e eeeeeee eneneeeee , 000, 000 
Ports (Improvement and expansion)........-......-..-.--.-..2- 5, 590, 000 
Wndstty jan ceo Ee en ae te ona alee eee ate 20, , 
WVolal nc ssockcew cl eesi lee eh ee Uel ee eke eee Sees s 135, 000, 000 


The disbursements (o date and the remaining balances with respect to cach of 
these catcgorivs are as follows: 


Disbursements Balance 


te ee re es ee 


oe ee a ee ee eee J we] ee ee 


Agrbolture. 2... cece cece cence nec ece nce een eer ett ccseeseserercceg SES OBN, G07 | 354,911, 275. 09 
Transportation... eee ee eee eee teen ee be cere eeenneeee #, LEK O10 47 2, M1 fg. At 
Mousine ard cominunily facilithes oo... eee ce eee cece cee ee 18, $67, 562.32 9 407, 237. 64 
Telroommmunlesttons. 228... eee eee cee nee ee een econ enone a L&R 30 Daan ad 
Ports (improvenicent and eapanston) 2. 2.2 ee ee eee ee Sac eee -f 1,874,372 38 R38 46 67 
Undustey oc) oo ese See needa eee beanie duties Gee eces 7,613, OBA, 87 12, 226, GIA GS 

TOR: i ceesecnehas hes seaccewcies ves Sots eies Lose ieee iecewadec vee 71,028, 019. 18 6A 974, ORO. BS 


The anticipated rate of disbursements with respect to the remaining balance 
per quarter for the remainder of the year 1051 and for the years 1952 and 1953 


are as follows: 


Totaliccsc i ceccse sect ecke ct eee eek A eimaiecad Soe eeaes .. 64, 000, 000 


Itis estimated that the full amount of the loan will be disbursed by the end of 
the first quarter 1953. 
Agriculiure, $70,000,000 

This section of tho credit Is subdivided as follows: 


Diversified agriculture........-...0-.....--0--- eee ean oS $36, 000, 000 
Reglonal irrigation........ 2.020200 0 02 ee eee nee ee eee eee 20, 000, 000 
Citrlculturt. cc o5-scncicb ak cn ee et cancwicti teccct docu eels dua . 8,800,000 
Nitrogen fertilizer plant. .......0...--20..00-00. sScaadecouosees 5, 500, 


Diversified agriculture.—In gencial, the materials, cquipment,and services that 
are being financed under this subsection are as follows: Materials including steel, 
timber, and alumfnum, agricultural machinery and fmplementes, trucks, draught 
animals, and dairy cattle, tractors, land preparation equipment, plant protection 
equipment and harvesting equipment. Thero is also included in this sector 
pipe, 2 matcrials, and mechanical and electrical equipment for water supply, 

fs irr eation equipment is being installed on tho farms as oppuced to the re- 
glonal irr gation program described below, 

Regional (reigation.—-Tho equipment that fs being purchased in conneetion with 
this program consists primarily of plpc, pipe materials, and mechanical and elec. 


trical equipment. 
Citrienture.—In general, the ogulpnient that is being financed for this program 
Involves tractors, fand preparation equipment, packing sheds and-tulpniont, 


and harvesting equipment. 
Fertilizer plant.—Equipmont that is being purchased under this soctor is the 


usual typo of equipment necessary to construct a fertilizer plant, 


- 
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Transportation, $9,410,000 
This soction of the eredit is divided as follows: 


Busses, trucks, ete. 2o6oe2 sicece ooseeedec cies Sen cee eee 
Ships soe ee es ee eee tee See 734, 000 
Railway equipment..._.....- 800, 000 
Alreraft: 202 choice secs cee 800, 000 
Airport improvement 80, 

Air maintenance base 595, 196 


It is believed that the categories fn general describe themselves and no further 
breakdown Is necessary. 
Housing and community facilities, $25,000,000 

The Housing and community facilities program may be subdivided as follows: 


Housing materials. 22.22. ..202 2.22.20 2.2 eee ee eee ee eee $16, 400, 000 
Machinery and equipment sao Bio chests Shes pte ara See ares Laslett 5, , 000 
Water supply and sewage disposal services... 2-2. e eee eee 3, 600, 000 


In general, materials, equipment, and services with respect to the subdivisions 
are as follows: Materials—lumber, steel, pipe, ete. Equipment: cement mixers, 
street building equipment, etc. -Water supply and sewage disposal: Pipe, pumps, 
and other such equipment. 


Telecommunications, $5,000,000 
This ‘section is not subdivided and in general the equipment that is being 
financed is radio, telephone, and related equipment. 


Port facilities, $5,590,000 

This section was not subdivided and the equipment and materials that are 
being financed relate to the improvement and expansion of the port of Haifa. In 
general they are: steel and other construction matcrials, cranes, fork-lift trucks, 


and other cargo-handling equipment. 


Industry, $20,000,000 

This section of the credit is 8ubdivided in that the bank has approved the use 
of approximately $19,900,000 by 277 different industzial entities in Israel. There 
fs a wide range of industries involved, including: Cement, textile, steel, wood- 
working, fertilizer, vegetable and fruit-processing and canning, and many others. 
The equipment that is being finan relates directly to the various entities 


receiving funds. 
Thero still remains $100,000 yet to be approved for use under this section of the 


credit, 
Mr. Burteson (presiding). The committee will adjourn until 7:30 


o’clock tonight. 
(Whereupon, at 5:55 p. m., tho committee adjourned until 7:30 p. m. 


the same day.) : a 
(The following statements were submitted for inclusion in the 


record:) 


Statement oF Apsinat Forrest Saerman, Unitep States Navy, ON THB 
Prorosep Mutvuat Security Act or 1951 


Mr. Chairman, I welcome this opportunity to appear before you and submit 
my estimate of the sirategic importance of the Eastern Mediterrancan and Middle 
East. I consider that this has a direct bearing on the necessity for the proposed 
fegisiation which you are now considering. @ purpose of this legislation is ‘‘to 
promote the foreign policy and provide for the defense and gencra! welfare of tho 

nited States by furnishing assistance to friendly nations in th> {Interests of inter- 
national security.” The legislation proposes a continuanc. and extension of 
military and economle assistancd to this ares, which I strongly endorse for the 
double purpose of increasing the ability of these countries to resist Internal sub- 
version and to strengthen them as highly necessary euiice in a possible general war, 

Jedey there is an uneasy peace in the Middle East, and the existence of destl- 
tute refugee hordes from Palestine produces a potitical and economic situation 
fraught with danger. Hunger, cold, lack of shelter, and lack of work lower the 
resistance of those who normally shun the ideology of the Kremlin. It cannot bo 


! 
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taken for granted that by itself, the religion of the refugees will reject commuinisin, 
Outside help is necessary. 

The creation and the maintenance of political and economic instability is a 
basic tactic of forces which oppose us. Those forces infiltrate ~subveri, seeking 
to create conditions which will lead to political capitulation or tu facile arined 
conquest. 

Our interests are many tn the countries bordering on the eastern Mediterranean 
and in other countries close by. We have s cultural and moral interest in the 
welfare of the many millions who inhabit the area. We need them as our friends. 
Conerete evidence of our culturat interest is found in the American institutions 
which have existed in the area for years. The American University in Boinit és 
an oulstanding cxample. ‘Twenty graduates or forincr students are members of 
the General Assembly of the United Nations, We have a financial interest in the 
Middle East which is well recognized. Funds appropriated by the Congress last 
year for relief work are evidence of our moral interest in the arca. 

It is to our advantage to een existing bonds of friendship fn the Middle 
East. These nations of (he Middle Fast are sufficiently important to cause us to 
ay improve their economic and political stature and strengthen their will to 
resist aggression. In my opinion, we should take all reasonable steps toward the 
creation and inaintenance of political and cconomie stability in that general area. 
One essential requisite to this end continues to be the provision of that military 
equipment and technical military advice and sity 3 Which will cnable these 
nations to entertain a reasonable hope of successfully defending themselves. 

But it is our military Interest that I wish to emphasize. For centurics, the 
military importance of the Middle East has been the cause of war, and of political 
and ccononi¢ preasure and penetration. I regard the strategic importance of the 
eastern Mediterrancan and Middic East as almost equal to that of the North 
Atlantic Treaty area itself, as related to efforts to resist world-wide Communist 
encroachinent. In that area lic tremendous oil resources which the free world 
requires now for its greatly expanded rearmament effort, and which would be 
essential for the effective prosecution of a gencral war. Conversely, these oil 
resources would be desperately needed by the Communists to wage successfully 
a prolonged gencral conflict. ‘ 

In addiiton to these large resources of oi), the arta possesses a high degtee of 
strategic importance because of its geographical situation, This area involves 
three continents and controls critical land, sca, and alz communications, If war 
should come, the free nations must be able to contro) these communications and 
deny them to the enemy. In addition, this area, under allicd control, would 
provide the bases for offensive operations by which we could strike directly and 
quickly at the heart of the enemy. 

Today, we plan to defond Western Europe in case of attack. The practica- 
bility of execution of such plans is increasing each day as the free nations auginent 
their tots! military potential. As our strength in Western Europe increases, it 
becomes more practicable to plan for a defense of the Middle East which will 
insure, as a minimum, & continouus flow of oi] to the Western World from that 
area and a denial of this off to the enemy, 

The critical communications of the Fastern Mediterranean and Middle East 
focus at two points, the Turkish Straits and Suez. Friendly control of the 
Turkish Straits would be an important factor toward insuring the continued use 
of the Mediterranean a3 a principal highway for allied combatant forces and 
commerce. As long as enemy naval forces cannot exit from the Black Sea, they 
cannot be effectively employed in the Mediterranean, nor can they render logis- 
tle support to such enemy land and air forces as might reach the shores of the 
Mediterranean, Retention of contro! of the Turkish Straits by our allies is 
necessary for the security of General Eisenhower's southern flank, 

I believe that the importance of safeguarding the Suez Canal is so obvious 
Hie I poild not be justified in taking the time of these commnittees with further 

scussion. 

The internal and external sccurity of each of the nations of this area is critically 

important to the security of the Western World. 
: believe that it is clear that a stfouy and resolute Turkey, ready and able to 
successfully resist encroachments upon its sovereignty, is the key to a successful 
defense both of the Middle Fast and of the Mediterrancan. The security of 
Greece is essential to the security of the Mediterrancan. Both the Turks and the 
Greeks have proved themselves batte-worthy allies fin Korea. 

In Iran recent events Indicate the dangers which face us in certain of these 
nations. Due to the unsettled and unstable conditions which prevail, and to the 
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shifting external pressures which may be applicd. I consider that our plans for 
aid to this area should permit administrative flexibility to mect the situation of the 
moment. Should the probable enemy gain control of Iran, the security of Turkey 
would be jeopardized, the defense of the vital Straits area would be weakened 
and even the Saudi Arabian oil fields would be piece in jeopardy. We should 
continue our ald to Iran in order to encourage that country to resist subversion 
and to develop forces for its defense. 

Behind the Turkish-Iranian barrier lie the Arab States and Isracl. Thero is the 
ofl which fs essential to Europe. There are the base areas required for protection 
of celia es aud air communications, and for support of combat operations 
to north. 

The Administration propos regarding authorizations of funds for the countries 
of the area are set forth under title If of the legislation you are considcring. Tha 
funds requested for military assistance to Greece, Turkey, and Iran are set forth 
under section 201, In order to give the desired administrative basse which I 
referred to previously. It will be noted that scction 202 would authorize the 
President to use not more than 10 percent of the funds to be authorized under 
section 201 for the purpose of granting military assistance to any other countr 
of the Near East arca. J recommend that the committecs approve the proposa 
set forth under these two sections as measures necessary for the implementation 
of our national policy of furnishing assistance to friendly nations for increasing 
our collective security. 

Under Public Law 329, Eighty-firat Congress, and its amendments, over a 
quarter of a million measurement tons of military supplies and equipment have 
been shipped by the United States to Grecco, Turkey, and Iran for the purpose of 
reequipping and modernizing their military forces. {n additioh, two destroyers, 
two aubraarines: one submarine rescue vessel, and four destroyer escorts have been 
delivered, and one submarine tender and three landing ships, medium, will soon be 
delivered. United States military personnel are maintained in the military assist. 
ance advisory groups stationed in these countries, to assist in training and In the 
proper use and maintenance of this equipment. As of the Ist of May 2,285 
military students from title If countries have been trained or ara in tra{ning in 
United States service schools both in the United States and abroad. 

These deliveries of equipment and this provision of training advice should be 
continued, {n my opinion. I believe that this has been and will continue to be an 
essential contribution to the military security of this arca. 

Major General Scott is present as the representative of the Office of the Secre- 
tary of Defense which deals with military assistance matters. To is eminently 
qualified to explain to the committee and discuss In detail the contents of the 
various matériel programs and the specific purposes for which they are intended. 
With your permission, Mr. Chairman, I propose to conclude my statement and 
permit General Scott to outline to the committee the general characteristics of the 
proposed programs, their estimated costs, and their specific purposes. 


STaATENENT From AMBASSADOR sau E. Pevuriroy ON THE SitvaTION IN 
REECE 


A Communist sword of Damocies has continued to hang over Greece since the 
withdrawal of the German occupation forces Iate in 1044. By 1946 Greece was 
in a desperate struggle at home to suppress Communist guerrillas directed and 
supplied from ab ‘ Agiios these guerrillas the Greek Government had but 
meager resources and inadequate arms to prosecute the fight. In answer to an 
appeal from the Greek Government, the President and the Congress acted in 1947 
to give the Greeks assistance. Since that time Congress has yearly reaffirmed 
this policy by granting financial assistance to Greece to help mend her ravaged 
economy and to build up armed forces adequate to provide for her security. 
Although the guerrillas were driven from Greece by the end of 1949, a serious 
external threat has developed deriving from the {ncreasing military potential of 
her Soviet-dominated northern nelgh r2. 

Greece, as one of the countries of the free world bordering the Soviet-dominated 

on, is constantly under rigorous pressure. However, there is no sign of 
defeatism in this small nation. Through United States military afd, Groece is 
developing strong defenses against possible a sive moves from behind the 
iron curtain. I can assure you that thease defenses are In competent and stalwart 
. The moral fiber an fighting ability of these troops, according to our 
military experts, are among the best. Today Greece can guard her borders with 
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inodern weapons instead of improvised ones. Sho is greatly appreciative of the 
United States Government's help in this respect. Greece has not only met the 
Communist threat at home courageously and with determination, but has co- 
operated closely with the Western powers to prevent the encroachment of inter- 
national communism. In the foruin of the United Nations, Greece has been an 
implacable foe of baleful Soviet moves. Within a week of the appeal by the 
United Natiors Scerctsry-Gencral on July 14, 1950, for military assistance to 
United Nations forces in Korea the Greek Government responded with an offer 
of an air force unit. Shortly thereafter, on September 1, the Greek Government 
volunteered an oxpeditionary force for service in Korea. Both the air force 
unit and tho infantry battalion arrived In Korea in the fall of 1950. Since that 
time tho Grock forecs have demonstrated their mettle in valiant and aggressive 
action against Communist forces. On June 24 Greece was tho first country to 
Tespond to the Secretary-Gencral’s appeal on June 22, 1954, for additional troops, 
with an offer to double her troop strength in Korea, . 

Our military investment in Greece is a sound one. Her accomplishments 
under this program have been intelligently developed under able !cadership. 
Should the occasion demand the employment of the Greek armed forces, you may 
be assured that within her capability Greece may be relied upon fully to expend 
her beat efforts to repel any invasion of her borders—whatever the numerical 
superiority of the invader may be. The morale of the Greek people is at a high 
level and they possess the determination to resist forcefully any threats which 
may be employed againat Greece, 

ontinued military assistance to Greece is essential for the maintenance and 
repair of existing military items, to replace worn-out items, to supply the require- 
ments of a trained reserve strength, and to continue the modernization of inilitary 
equipment. The strength of the Greek armed forces could be mobilized to a 
sizable level with minimum delay provided the equipment and supplies requested 
are forthcoming. 

I should like to point out certain facts concerning the efforts which Greece is 
making to help herself. During 1951 the Greek Government itself is spending 
almost half of its entire budget for defense purposes. This is a very considerable 
proportion, particularly for a nation of less than 8 million people with scant natural 
resources and a low standard of living. Greek industry is presently manufacturing 
all clothing items for the Greek Army, such as underwear, uniforms, as well as 
bedding and mattresses. This ycar it is hoped that a substantiat part of its army 
boots and shoes will be manufactured locatly. Moreover, it is hoped that Greek 
soldicrs will have increasing atnounts of local-made {tems necessary to repel any 
invader, including Greck-made ammunition, mines, and grenades. Local food- 
stuffs provide the Army with such basic elements of the Greek dict as tomato 
paste, olive oil, potatoes, and fresh vegetables. ° 

The ravages of 10 years of German occupation and Communist aggression very 
seriously weakened the Greek economy. With American ald, basic facilitics have 
been reconstructed. However, because of the necessity of etiminating the 
Communist-led guerrilla menace, Greece has not even had two full years to work 
at the rehabilitation and development of her economic structure. Greece has a 
large unfavorable balance of trade and many vital problems remain to be solved. 
Continuation of irrigation, land reclamation and improvement, and more efficient 
agricultural methods now underway will reduce the large requirements for the 
importation of food. Completion of the electric-power program will reduce Im- 
ports of fuel and provide a basis for further productive expansion, particularly in 
ight industry. Light industry will not only provide Greece with many of the 
iterns she must now import, it will also increase the products for export. 

A vigorous program fs underway to check inflation which has been accelerated 
by international price rises. Based on an economy which is not self-sufficient, the 

reek financial structure itself is not sound, though measures are being taken to 
strengthen it. Continued economic assistance {s therefore essential to help the 
Greeks atong the road to 4 greater degree of self-sufficiency. It is also essential to 
insure, in the meantime, the subsiatence necessary to help them carry their present 
heavy economic and military burden. FEconornie assistance to Greece fs carefully 
integrated with the defense measures considered necessary to the security of the 
country. Not only fs this true of industry, agriculture, and health, but also in the 
field of public works. 

In the past year cualition governments composed of the Centrist Liberal and 
Democratle Socialist Parties have held office. Under these governments impor- 
tant progress has been made in both the economic and administrative fields. In 
the recently held municipal elections, the Communists and their fellow travelers 


772 THE MUTUAL SECURITY PROGRAM 


failed to show any increase in strength. Morcover tho results confirmed the 
moderate political inclinations of the Greck people, It ts notable that tor tho 
first time women participated in municipal elections, While political stability 
has increased over the past yeai, considerably more stability is desirable in the 
Government. The proportional representation system employed in Greece con- 
tributes substantially to the lack of adequate stability inthe Government. Many 
Greeks reennne that an electoral system which would tend to decrease the num- 
ber of political parties represented in the Government would provide a better 
basis suited for effective governmental action. It now seems probable that tho 
Greeks may hold new clections in the coming months and a considerable opinion 
favors the use of a proportional system modified to strengthen the representation 
of the largest parties. 

In summary, Greece is more than paving off the investment in her defense 
which the United States has made. She has repelled Communist aggression 
once; she is prepared to do it again. In spite of her small size and meager re- 
sources, she has one of the beet armica in Europe. Her spirit is excellent, but in 
order that it remain so she must continue to have our help. The external threat 
has not abated; In fact, it is greater than ever. The sceurity of Greece ix vitally 
related to the cecurity of the Moditerranean, which in turn is critical to the 
security of Western Europe and the United States. Greece is one of the most 
yetene courageous of our allies. Her continued support fs both in our interest 

era. 


STateEMENT BY Maz. Gen. Ropert T. Freperick, Unitep States Army, Cuter, 
Joist Unirep States Mitirary Atp Group to Greece on GREEK MILITARY 
Arp Proaram, 1952 


Since 1947, when the first Assistance Act was approved by the Congress author- 
fzing military assistance to Greece, Congress has yearly reiterated its expression 
a policy through annual appropriations to provide further military assistance to 

reece. 

Following tho cessation of hostilities at the end of World War I], Greeee—un- 
like the majority of Allied Nations—was required to expend, on a wartime basis, 
much of its economic resources and many lives In order to maintain its interaal 
security. This situation has been alleviated through the generous gestures of 
the pian States In providing assistance, both economic and military, to a war- 
torn nation. 

Much has been accomplished in recent vears to stabilize the Greek military 
establishment through reorganization, training, equipping, and the_establish- 
ment of rigid supply discipline. Today the Greek armed forces are efficient and 
capably led. Field Marshal Papagos, who contributed substantially to the de- 
velopment of the efficiency of the armed forces, resigned on ales 30. Tho dirce- 
tion of the armed forces was assumed by Lieutenant General Grigoropoulos in the 
capacity of Chief of Staff of National Defense. General Grigoropoutos has had 
an outstanding record in the Greek Army and the American military mission has 
every reason to believe that the high standards achieved wil) be maintained under 
his direction. The expenses of maintaining this establishment are a constant 
drain on the limited economy of the country, despite the liberal gestures of the 
United States in providing it with the minimum military equipment, supplies, 
and other limited assistance authorized. 

Greece’s efforts have been heralded generally among the free nations of the 
world on its remarkable Secomplshine nts and on its cooperative spirit toward 
the United Nations military efforts {n Korea. Greece unstiotiogty and with 
enthusiasm, dispatched an expeditionary force to Korea to aid the UN effort to 
uphold the principles of democracy and in curtailing territorial aggrandizoment 
 derreaae who disregard the democratic concept of man’s basic right to life, 
liberty, and freedom from oppression. 

Unfortunately, the economic-asdstance program which was originally con- 
templated for Greece in 1047 has not been fully realized due to the necessity off 
giving first priority to the military effort in order to end the threat of Communist 

uerrillas within Greeee. The military-assistance program to the country has 
come increasingly Important, and without abatement of communistic pressure, 
further ald [s exsentfal to maintain Greece amdng those nations serving as a 
buttress against expansion of communistle imperialiam. The military and 
economle assistance programs are reviewed continuously to assure the common 
objective of preserving the integrity of the country. This has meant a revision 
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of plans on programed road construction, bridges, industry, harbors, and other 
related projects. . 

t he principal features of the military-assistance program to Greece are as 
ollows: 

(1) A minimum modernization of the equipment of the Greek National 
Army, coupled with maximum training and essential maintenance. The 
seale of equipment being furnished is far befow United States standards. 
A major deficiency does and will oxist in ficld and antiaircraft artillory. 

(2) The necessary modernization and replacement of worn-out naval 
equipment so that the Royal Hellenic Navy may more efficiently patrol 
ireck coastal waters, clear nines, and furnish sea transport and support to 
the Ariny. 

(3) A reequipment of the Royal Hellenic Air Force, with logistic support 
therefore, to provide tactical units capable of supporting ground operations, 
This reequipment program was started in fiscal year 151 and is proposed 
for continuation in fiscal year 1952 by the replacement of obsolescent major 
items of equipment. 

(4) A training program at all echelons in all three services, both tactical 
and technical. 

Provided the military program requirements for 1931 sro supplied In accord- 
auce with present cstimates, Greeco’s armed forces, including a limited reserve, 
may be considered exceptionally well trained, but provided only with a minimum 
anount of equipment. ‘The trained military manpower rescrve in Greeee may 
bo mobilized for total military effort, within a minimum period of time. Henee 
it is essential, looking toward the eventuality of this requirement, that continued 
nilitary assistance be given the country in sufficient quantities and types of 
material to insure maximum utilization of this manpower potential. Tho United 
States military mission in Greece, serving in daily concert with the responsible 
leaders in the Greek armed forees, are confident of the Greck abilities to utilize 
to the fullest extent all military aid granted. The items contained in the pro- 
gram are considered the minimum necessary to accomplish the objective men- 
tioned. 

To weet the requirements of its Armed Forces, Greece is striving to furnish not 
only the manpower {nvolved, but the products of its soil and local industry. 
Much has been accomplished dusing the past year with ECA support to enlarge 
the number of military items which may be manufactured in the country. More- 
over, it is planned during the next year with ECA assistance to further expand 
tho list of self-help items. 

In summary, Greece has willingly and forcefully contributed her maximum 
efforts toward the defeat of communism. It would be short-sighted not to fill 
the needs of this worthy nation in order to provide her the means of fully utilizing 
her military might in the event of need. Greece, if attacked, will give a glorifving 
account of every investment which the United States has made in her Military 
Establishment. 


STaTeMeENT From Aspassavor J. B. Buanprorp, Jr., ox Rervoer ReintEara- 
TION AND Economic DrvELoPMENT IN THE Near East 


PROBLEM 


There has been a major social and economic dislocation In the Near East. 
Fight hundred and fifty thousand Arabs are on relicf and living fu camps, cavea, 
and other temporary shelter. 
Jenucrally they are nonproductive. When they work they compete with local 
labor. They constitute an cconomic blight. 
There is great human tisery. They are bitter, They are idle. They are 
fertile soil for (he constant Communist effort to exploit them. 
They are a major obstacle to peace and stability fn the Near East and to friend- 
ship of Near East with other free nations and with the United Nations. 
hey cost the international community $23 milton a year for food, shelter, 
and health and cducational services, 


ANALYS18 


There Is adequate soil, water, and economic potential in the area to absorb 
these refugees if stiffictent funds are available to exploit these resources. 
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The refugecs still yearn for their old homes or alternatively domand compon- 
sation. The United Nations {fs taking steps to define the amount of Isracl's 
obligatlon for compensation and devise some scheme for payment to refugees 
who will not be able to return or who do not wish to do so. 

The Agency’s principal task {3s ono of moving refugees from the camps and 
ration lines to village homes and sclf-support. This move may be made without 
prejudice to refugeo rights to compensation or claims for repatriation, 

he new villages must be adjacent to fobs, The jobs may already exist in 
some measure In citics or on rain-fed lands ready for cultlvation. The Agency 
can stimulate small enterprises in cities or undertake mtnor works to mako 
undeyclo lands available. Possibly $150 million might be spent through 
Agency channels on this phase of rcintegration over 4 3- to 5-year period. 

At least half of the reintegration achiovement is dependent upon an arca 
rogram of economic development. Largo water contro! projects aro needed to 
rrigate new land for reintegration villages. Transportation projects aro required 

for access to new arcas, New industrics must provide employment for many 
refugees who have urban skills. Effectivo bilateral grant ald and technical assist- 
ance could and should spark a program of development by these states themselves. 

Cooperation of Near East governments ts essential for s ing up social and 
economle development, and for repair of major cconomloc dislocation. They 
will respond to a program of friendship and coopers.tion which has for its principal 
purpose the building up of social and economic strength in an Arab cultural pattern 
which promises to preservo the sovercignity of their nations and the dignity of 
thelr citizens. Such nations then becorie effective members of the freo world 
and bring with them resources and strategio strength, 


Statement From Rvussrit H. Dorr, Carer of tHE ECA Mirasion To Tureey, 
iN Suprort oF THE Mutvac Security Proaram 


JUSTIFICATION OF CONTINUED ECONOMIC AID TO TURKEY 


Continued economic ald to Turkey Is essential to the defense and freedom of 
the United States for five important reasons. 

First: Turkey occupies a position of tremendous strategic importance. 

Second: The Turkish armed forces are among the largest and strongest In being 
today on the side of the free world. 

Third: Turkey serves as a bridge between Europe and Asia. While firmly 
oriented to the West, It bas close ties with and a deep interest fn its Middle- 
Eastern and Asian neighbors who look up to Turkey with admiration. In the 
ferment which presently prevails in Asia, Turkey presents an outstanding examplo 
of resolute devotion to the ideals of the free world., Communism has been unable 
to make any headway in Turkey, and Turkish success in building democratio 
institutions has been matched only by the stability and determination she has 
shown in facing the Russian threat. Our own position in the Middle East may 
well hinge on tho continued active orientation of Turkey to the free world. 

Fourth: Furkey fs supplying many strategic raw materials for the rearmament 
of the United States and her allies, and with proper development of existing 
resources, could soon supply more. —_ 

Fifth: Turkey's economy {s not strong enough by Stself to maintaln indefinitely 
the military strength and national resolution with which sho faces the threat 
of aggression today. Outside help [s essential until the permanent strengthening 
of her economy can be accomplished. 

I propose to discuss the fourth and fifth of these points In detail. 


Strategic raw materials and foodstuffs 

Turkey {s primarily an agricultural country, and her industry is relatively 
undeveloped. She fs playing & useful part in supplying the Unfted States and 
Europe with significant amounts of certain Indispensablo strategic raw materials 
like copper and chrome. (Production of these minerals can be more fully ex- 
ploited given United States aid.) At the same time Turkey must continue— 
as she has in the recent past—to supply Europe with important quantities of 
cotton, oil seeds, and foodstuffs. 

Development programs undertaken with United States assistance promise to 
provide this year for the use of the free world signifieant quantities of coking and 
steam coal, iron and {fon ore, and if vigorously pursued, to provide considcrably 
larger quantities next year and the year after. While quantities are not impres- 
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sive in comparison with United States production, they can contribute appreciably 
to the difficult Furopean position, 

In addition, Turkey has uncexploited resources of manganese, sulfur, and Icad, 
all urgently necded materials for rearmament, 


To sustain the present level of military effort, the Turkish economy must hare oulside 
eip 
Without outside ald Turkey’s cconomy will be unablo to sustain the heavy bur- 
den of military preparedness against Communist aggression. The Turkish 
economy is comparatively undeveloped. Living standards of its people are 
vatnfully low. A few illustrative facts and figures will perhaps be of assistance 
n visualizing this, 
_Eighty percent of her 21,000,000 people live In mud-brick dwellings in isolated 


villages. 

The daily food consumption of the average Turk is about 2,000 calorics— 
the lowest in free Europe. Cheap bread grains dominate the dict. Meat con- 
sumption pe person per year averages 39.6 pounds compared with 105 pounds for 
the United Kingdom. 

Tho average Turk constumes 0.8 of a pound of wool per year, the lowest of an 
Marshall plan country except Austria. He Is able to secure far less colton g 
than any Western Kuropecan—4.6 pounds as opposed to the Italian’s 6.8, the 
next lowest, and to the Frenchinan’s 10.4. 

Seventy-five percent of the people in Turkey never sce coal, Annual per 
capita consumption of this fuel ina country which has a winter climate comparable 
to that of the northern half of the United States is one quarter of a ton, only a 
fraction of the constinption of the European countries, ‘ 

Tho average Turk has at his disposal one-twelfth the electric power available to 
the Netherlands, 

Only 1 Turk in 2,000 has an automobile. 

The tax burden {s a heavy one. A modern income tax with a lower scale of 
exemptions and higher effective rates in the lower and middle brackets than those 
in the United States has recently been adopted. The principal Government 
revenues are derived, however, from sales taxea and from customs duties on 
imported necessitfes which are equivalent to sales taxes. These imports already 
fall heavily on the bulk of the people, and in the opinion of various United States 
financial experts who have studied the question, their present rates cannot be 
substantially increased. 

This weak and undeveloped Turkish economy has, since World War IT, been 
bearing a military burden which might have crushed a tess resolute Econ In 
order to be prepared to meet the Russian threat, Turkey has been devoting an 
average of 39.6 percent of her national budget to defense since 1945. 

The yearly figures are as follows: 


The proportion of national defense erpenditures tn the general budget 


38. 95 
40. 1950 oc cke cc cee oebceedecicccs 36. 71 
34. 89} Postwar average... ...-.....26 39. 63 
41, 28 


These figures are all the more im sreasive when it {s realized that (bey Include 
only very minor sums for tho pay of her soldiers, sailors, and airmen. These men, 
who have demonstrated an ufsurpassed fightin apirit, serve virtually without 
pay, receiving the equivalent of about 12 cents, I repeat, 12 cents, a month. 

Is heavy spending for defense and the magnificent fighting contribution made 
by the Turkish troops in Korea sharply underline Turkey's determination to 
standfast against aggression not only in her own country but wherever it appears, 
But targe as her effort already has been she is willing, indeed eager, to do more, 
In agreement with the American Military Ald Mission ahe has developed and {s 
now putting into effect a supplemental program which will substantially strengthen 
her armed forcea both in numbers and in combat power. 

Since 1947 United States policy has recognized the need for supporting the 
Turkish military effort. However, the assistance rendered has been exclusively 
in the form of equipment and training designed to modernize and inerease the 
fighting power of the Turkish Aa As the military experts will folly great 
accomplishments have bgen made {n this field. But’ military ald has added to, 
not lightened, the economfo burdens of Turkey. The introduction of modern 
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arms and (transport and increases in the scale of training, which in the past have 
been and are now so usefully building up the strength of Turkey’s Army, Navy, 
and Air Force, have also increased consumption of expendable items, and require- 
ments of petroleum products and all kinds of suppltics which cannot be produced 
within the country. <As a result of these factors, Turkey's foreign exchange 
requirements to maintain her defense efforts have increased substantially above 
prewar needs. 

In 1948 Turkey was included in the Marshall plan in recognition of the fact 
that her situation called for and justified economic as well as military aid. Since 
then she has received allotments of direct dollar aid of $152.6 million and net 
indirect aid in the form of purchasing power in other Jalil nel countries 
equivalent to $79.2 million. Of the direct aid, $79.5 million has been fa the form 
of grants and conditional aid and $73 million as loans. However, the economic 
problem in Turkey, unlike that of most of the other Marshall plan countries, hay 
not been that of putting a war-weakened economy back on its feet, but of creating 
new facilities and skills. This has implicd (and still implies) a continuing effort 
and the undertaking of investment projects requiring several pon to bring to 
fruition. The aim has been and is to avoid a mere program of temporary reticf 
which would leave the country no better off a few years hence than it fs now, and 
to concentrate on producing & permanent increase in production power. In this 
way Turkey with American aid should in a few years be much better able to stand 
on her own feet in a strong posture of defense. These investment projects are in 
the field of agriculture, fuct, electric power, strategic materials, roads and railroads, 
The bulk of them are already well under way and may be expected to show results 
within 12 months or less. hers may take a year or two longer. 7 

During the decade before World War II, Turkey was able rather precariously 
to maintain an approximate balance in her trade with forcign countries by a very 
strict control of imports and at a cost of becoming heavily dependent upon the 
German aS The postwar situation is radically different. Turkey's inter- 
national debt obligations, ineurred in part to secure the armaments which enabled 
her to maintain her independence during World War II, now impose an annual 
repayment burden of around $20 million a year. As already noted, her military 
burdens have greatly increased, and the urgency of raising her productive power 
to an entirely new levet to permit her independent support of these burdens has 
become clear. : 

Turkey has made substantial efforts to increase the volume of her exports. 
These have resulted in a 25-percent Increase in tonnage and an approximate 
30-percent increase in adjusted value since 1937-38. Necessary imports however 
have increased still faster and in 1950 were, in terms of tonnage, 161 percent of 
1937-38, and in adjusted value 185 percent. For example, as.compared with 
1937-38, 1950 imports were 275 percent for machinery, 237 percent for petroleum, 
224 percent for vehicles, 194 percent for wool, and 405 percent for timber. 

A balance-of-payments deficit of some $30 million with the dollar area and 
$50 million with the sterling and Western European area must be anticipated over 
fiscal 1951-52. . It is this combined deficit of tnillion which needs to be covered 
by foreign assistance if Turkey is to make her contribution-to the military and 
econotnic strength of the free world. For the fiscal year 1952 it appears therefore 
that an allocation of $70 million is the minimuin which will permit Turkey to 
maintain and Increase her armed strength and supporting economy, even allowin 
for a net drawing of $10 million from the afd pipeline. Of this, a little over ha 
is required for direct support of Turkey’s military cffort and the batance for its 
indirect support through the carrying forward of a minimum economie develop- 
ment program and the purchase of a small amount of essential consumption items. 

United States assistance has had and will have tremendously useful byproducts 
troua the gencration of counterpart funds. Of the local currency generated b 
United States grant aid during the fiscal year 1951 and that requested for 1952, 
it is planned that a major portion will be used for the direct support of the military 
effort over and above the very large effort which has already been maintained 
ever since 1918. These local currency proceeds will permit the undertaking of 
supplemental military programs which, in the opinion of the American Military 
Aid Mission, will make vital increases In the effectiveness of the direct military 
sid supplied to Turkey. The Turkish Government has cagerly accepted the 
desirability of these supplemental programs but has felt (hat unless these local 
euereney proceeds could be made available, it would be impossible to undertake 
them without serfously endangering the country’s financial stability. 

The balance of these focal currency funds are beinggand would be used to 
finance the manufacture of the Hmited line of light armaments which can to a 
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certain extent be produced in Turkey; for inereasing the production of such 
strategic materials as chrome, copper, and sulfur; for the care and rescttlement of 
the 250,000 ‘Turkish refugees from ulgaria; for the development: of production 
of food, fuel, and power, and the purchase of transportation equipment. These 
expenditures will strengthen Turkey’s own economy and help to counter the 
threat to her financial integrity inherent in the world Inflationary situation and 
the heavy military burdens which she is carrying. They will also inerease the 
production and export of vital raw materials such as coal, steel, and cotton, and 
significantly augment the supplics available to the west. 

Continued cconomic assistance to Turkey on the scale requested will (a) cover 
the additional foreign exchange requirements imposed by her military effort 
(6) carry forward a program for a rapid increase of agricultural and basic am 
strategic material productions, (c) prevent the already tow standard of living 
from dropping to a point where tho defonse effort and national capacity to resist 
might well be weakened. The United States will thus enable ono of the staunchest 
allies of the free world to contribute with ever greater effectiveness to the cause 
to which sho is dedicated 


NIGHT SESSION 


Tho committee met in the House Foreign Affairs Committee room, 
the Capitol, at 7:30 p. m., Hon. Thomas S. Gordon (acting chairman) 
presiding. 

Mr. Gorpon (presiding). The committee will come to order. 

Wo have Congressman Meader here. I understand you have a 
statement, or did you want to relate your views on this bill? 

Mr. Meapen. T have a statement I would like to make. 

Mr. Gorvon Would you fike to read it or insert it in the record? 

Mr. Mrapver. I would like to read the statement if there is time. 

Mr. Gorpon You may do so. 

Mr. Mansrizip. This committee is going to be up and down all 
the time because of the roll call on the Defense Production Act, and 
I understand you have a party from Detroit, the Chamber of Com- 
merce, I believe? 

Mr. Meapsr. Yes. 

Mr. Mansrieco. I think you ought to keep that in mind. 

Mr. Mraver, Fine. I have copies of the statement. I will bo 
glad to summarize it briefly. ; 

Mr. Gorpon. Yes, that will bo all right. I think it will be the 
pleasure of the committee to get the high lights of it. 

Mr. Mansrietp. The whole statement will be incorporated in 
tho record. 

Mr. Gorpon. That is right. f 

Mr. Meaver. I would like also to incorporate the remarks that 
I made on April 23, 1951, on the floor of the House, which I did not 
seek to duplicate in the statement I prepared for this hearing. 

Mr. Gorpon. In addition to your statement, we can put your 
written statement in the record. 

Mr. Meraver. That will bo all right. : 

Mr. Gorpow.. Is that the pleasure of the committee? 

Thero aro no objections. It will be so ordered. 


Se at ee) 
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STATEMENT OF HON. GEORGE MEADER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr, Mraver. I wish to thank tho committe for providing mo this 
occasion to present my views on foreign economic aid. 

I previously had written to each member of the committee, enclosing 
a copy of a bill I introduced on April 23, 1951, which was referred to 
this committees and a reprint of the remarks I made on that occasion. 
I cid this so that tho committee could be familiar with the approach 
and suggestions I wish to offer with respect to the means whereby tho 
Amcrican people can contribute to the dovelopment of sindendecclanel 
arcas, 

I do not wish to repeat the arguments I have advanced in my speech, 
but I beliove it might bo useful to include those remarks in the record 
of this hearing. It is my position that our Government should do all 
it can to enable the American people, individually and through busi- 
ness organizations, to make a maximum contribution to the develop- 
ment of the natural resources of underdeveloped areas. This should 
be dono in addition to, and in conjunction with, any financial nid 
provided to forcign governments or thoir nationals by the American 
Government out of public funds. It should bo for the mutual benefit 
of tha inhabitants of those areas and thoso providing tho capital and 
know-how necessary to such dovelopment. 

It is my conviction that tho contribution of private capital to the 
development of the natural resources of underdoveloped areas has 
not been greater because foreign investments are attended by un- 
natura] political and economic risks not encountered in investments 
within the United States. Our Government has failed to do many 
things it could do to encourage private investors in this country as 
well as investors in other free enterprise countrics, to engage in the 
pionecring task of developing the underdeveloped areas. 

I do not pose as one who is capable, without further extensive atudy, 
of suggesting the solution to this problem. It is for that reason that 
I have recommended that a bipartisan commission, composed of repre- 
sentatives of both tho executive and legislative branches of the Govern- 
ment, and persons from private life, bo established and bo entrusted 
with the task of studying tho artificial barriers. now inhibiting. tho 
risk-taking, pioneering investment of capital and know-how in under- 

eveloped areas. I have proposed that this commission recommend 
to the President and to the Congress ways and means of eliminating 
or minimizing thoso artificial barriors. 

It is extremely important that this committee, in its deliberations 
on foreign-aid programs, clarify its philosophy with respect to the 
balanes between goveramental expenditure and private investment. 
I would like to state the reasons why I believe the role of tho private 
investor in the development of natural resources of underdeveloped 
areas and, perhaps, in areas not regarded as underdeveloped, should 
be accorded. greater emphasis than it has in tho pest, and why this 
committee should give attention to ways and means whereby our 
Government can more effectively contribute to the climate in which 
investment of private capital in foreign areas would flourish. I would 
like to commence my argument in favor.of this position by oe relink 
briefly certain basic propositions on which I do not think there shoul 
be any disagreement. 


‘ 
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First: We should recognize that there is today a world philosophical 
contest. On the one side are those who advocate a system of govern- 
ment and a society based upon state ownership of all property and 
state control and direction of the processes of production and distribfi- 
tion which is espoused by Russian Communist totalitarianism. On 
tho other aro thoso who advocate private ownership of property and 
tho management of the processes of production and distribution by 
the people themselves, subject. to tho control of natural economic 
laws. ‘Bis Philosophy limits governmental regulation and super- 
vision to the objective of providing equality of opportunity to all 
citizens, and preventing overreaching and unfairness in trado prac- 
tices. The United States of America, because of its history, its favor- 
able position geographically, its good fortune in natural resources, 
and its successes in productive methods, is tho oulstanding exponent 
of this competitive free-enterprise system, 

Second: This philosophical contest embraces both material and 
spiritual considerations. It has been referred to as a cold or idco- 
logical war and, by some, it has been called religious warfare. 

Third: Our objective in this contest should be to demonstrate, both 
by argument and by performance, that a free economy is superior to 
an economy of enslavement, not only because the means of satisfying 
human wants can be extracted from the resources of nature more 
eMciently, but also because people in a free society enjoy spiritual 
values denied the slave citizens of the police state. 

Fourth: The standard of living of the United States, with respect 
to the quantity and quality of goods and services for the satisfaction 
of human wants and’ the preservation of the human freedoms guar- 
anteed in our Bill of Rights, is—and has been—a living demonstration 
of the superiority of the free enterprise system. But wo have been 
so preoccupied with our own development that we have neglected 
actively to evangelize and export the principles and practices of our 
system to other parts of the world. This we must do if we are to 
succeed in the world-wide contest for tho minds of men against the 
fanatical forces of communistic totalitarianism. 

\ Fifth: It is important that the United States should develop an 
affirmative foreign policy capable of assuming the offensive in this 
idcological contest, which Poth our Government, the American 
people, and the governments and peoples of other freo societies can 
promote with the crusading zeal which can proceed alone from a firm 
and abidirg faith in the principles upon which our society is founded. 

Sixth: This philosophical contest is basic and all-important to tho 
future of civilization. It may last decades or even centuries, and 
must be won by the forces which favor a free society. Marvelous 
technological developments in transportation, communications and 
warfare have obliterated the natural defenses of a century ago, with 
the inevitablo result that tho world can no longer survive half slave 
and half free. 

As is frequently the case, I doubt that among this group thero 
should bo any disagreement about the soundness of the general prop- 
ositions I have stated. Disagreements aro moro likely to arise over 
ways and means than over objectives. There probably is not a single 
member of this committce who would take the position that tho 
American peoplo ought to be excluded from tho task of developing 
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underdeveloped areas through the natural interchange of goods and 
services, and in risk-taking activities in mining, manufacturing, 
transportation, communication, and other similar enterprises. I ee 
Hot beliove there is a single member of this committeo, and there 
probanly is not anyone in the administration—cither in the State 
epartment or other agencies of the executive branch of the Govern- 
ment—who would openly discourage the investment of American 
capital in foreign areas. ae 
he question nally is: What should our Government do to encour- 
age and assist individuals and business organizations in the investment 
of capital and know-how in underdeveloped areas? 

It is precisely because I betiove no comprehensive answer exists, 
either within or outside the Government, al this time, that I recom- 
mend the creation of a Commission to conduct a penctrating study of 
this problem. 

This Commission should consider alternative ways and means of 
enlisting the energy and resources of free peoples overywhere and in 
mobilizing those resources on our side of this ideological contest. 

This Coramission should provide a factual foundatton for any policics 
and programs it may recommend. It should consult and take testi- 
mony from individuals who, through study or experience, have ac- 
quired knowledge of the obstactes and hazards confronting investors 
in foreign arcas, and who may havo valuable suggestions on concreto 
and practical measures which could eliminate or minimize such 
hazards. 

This Commission should acguire an exceptionally abte staff capablo 
of reviewing and appraising the successes and .mistakes of the past, 
and forging out specific and workable recommendations. The staff 
and membership of the Commission should. be composed of individuals 
who, although fervently dovoted to the frec-enterprise system, have 
sufficient breadth of character to oppose exploitation, imperialism, and 
private monopolies. 

Avy encouragement to investment of private capital in underdevel- 
‘ e areas may bo attacked as American imperialism and dollar 

iplomacy. 

This ie a subject which should require the most thoughtful and 
statesmanlike attention of the Commission, President Truman 
warned agaist this type of aid when he said in his inaugural address: 

“Tho old imperialism—exploitation for profit—has no place in our 
plans. What we envisago is a program of dovelopment based on 
concopts of democratic fair dealing.” 

The Commission ought to study and develop specific workablo 
methods whereby governments may: 

1. Prohibit and prevent imperialistic exploitation and monopolistic, 
restrictive trade practices. 

2. Encourage—possibly through incentives, the granting or with- 
holding of assistance, or otherwise—fair and ethical dealing and 
equality of opportunity under free and open competition. 

The best defense against an attack of falso propaganda is first to 
be innocent of the charge and, second, to make your intentions so 
plain, both by pronouncement and Periornance, that the falso propa- 
ganda will not convince anyone. Thero is no way to prevent false 
charges being made. Nor should we bo hesitant to embark on this 
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bold new program simply because somcone may seck to misconstruce 
our motives. . 

In contrast to the fear of being misunderstood for attempting a 
private enterprise program, Ict me suggest that a foreign government 
might well resent as an infringement upon its sovereignty any owner- 
ship by the United States Government of productive facilities or 
other property in that country, either by feo title or by way of liens. 

A scrious question of international law and policy is raised if ono 
governinent. engages in proprictary activities within the jurisdiction 
of another sovereignty. Such a condition is avoided, however, when 
such developments are owned by private citizens, because they become 
subject to the sovereignty and the laws of the place in which their 
activitics are conducted. 

It is appropriate here to point out and emphasize that I am not 
the one who originated the suggestion that private capital should play 
nn important part in the: development of the natural resources of 
underdeveloped areas. President Truman, in pointing out that suffer- 
ing could be alleviated through greater production by means of modern 
scientific and industrial methods, obviously contemplated that the 
buik of the work would bo done by private capital when he said 
“And, in cooperation with other nations, we should foster capital 
investment in areas needing development,” and, again, when he said, 
“Guarantics to the investor must be balanced by guaranties in the 
interest. of the people whose resources and whose labor go into these 
developments.” 

The only thing I have suggested which may be new is that a com- 
mission be created to blueprint this botct new program, to breathe life 
and specific meaning into a noble concept, and to shape that program 
in the mold of a free, competitive socicty. 

I do not find fault with those who are skeptical of the likelihood 
that a commission will successfully attack the problem, that it can 
destroy or even whittle down the obstacles and barriers now holding 
back natural economic forees. There have been good commissions, 
bad commissions, and do-nothing commissions. No one can guarantee 
success beforchand. 

But. this committeo is now contemptating a program of foreign aid 
in which it is recommended that $84 billion of public funds bo ox- 
pended in 1 year. Further programs of similar or, perhaps, greater 
proportions may be proposed in the years to come. No one can now 
guaranteo that thero is a ceiling on this program of fifty, seventy-five 
or a hundred billion dollars, or that it will ever end. 

Surely, when wo aro dealing with proposals of this magnitude, it 
would be folly to withhold the comparatively paltry sums necessary 
to finance a study which might save billions o public funds through 
discovering that aid can be more effectively provided by the American 
people in profitable, wealth-producing, private undertakings. 

ho Hoover Commission cost approximately $2 million. To refuse 
to spend $2 million to save $2 billion is being penny-wise, pound- 
oolish 

Howover, as I view it, the possible dollar economies in the employ- 
ment of our industrial machine for the development of production 
and distribution in forcign areas are the least of the benefits to be 
expected if the commission should be successful. 
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_ Tho most important benefit is the proof to the world that freemen 
in a free cconomy can better oxtract from nature’s abundance tho 
products necessary for decent living than can a system of organized 
slavery falsc-labeled as a poople’s democracy. 

Tho opening of new frontiers through this program might also help 
to restore some of the pioneering spirit wo havo lost in this country as 
our economy has becomo older and our West has become settled. 

Consideration should bo given, also, to the great possibilities for 
better understanding throughout the world which undoubtedly would 
result from the interchango directly between tho peoples of this coun- 
try and those of other parts of the world. There would be created tics 
‘aud contacts which would tend to discourage the misunderstandings 
which lead to international conflict. ; 

Tho growth of interests and investments in other lands likewiso 
would tend to prevent rash actions which might disrupt those interests 
and investments by leading to unfriendly acts between countries. If 
contact between nations is only among their officials and bureaucrats, 
the advantage of contact between tho citizens of those countries is 
langely lost. 

here is, too, the value to all nations involved in tho creation of new 
wealth. When private endeavor creates value where before there was 
only potential valuo, the tax base of tho countries is broadened, which 
allows for either more and better government activity and service 
because of increased tax rovenues, or a lessening of the tax burden on 
the entire economy. 

Unless we have faith in our system of a society of freemen, how can 
we expect other peoples to accept it? Unless we believe in an economy 
which utilizes in the processes of production and distribution the 
energy, the imagination, the courage, the initiative and the industry 
of men and women who are spiritually and economically free, how can 
we expect successfully to advocate such a system in the ideological 
contest which the world faces? How can we hopo to oppose the 
sinister spreading system of economic, political and religious bondage 
which promises security and a division of wealth to entice distressed 
human beings into organized slavery? . 

_2 say it is the responsibility of this Government and the responsi- 
bility of this committee to devise ways and means whereby the 
American people, in a voluntary, natural, businesslike way, can do 
their part in the development of the world’s resources and thus con- 
stitute a potent force in the all-important clash between two opposing 

litical and economic systems. It is becauso I am convinced of the 
importance of enlisting and harnessing this force in connection with 
our foreign aid programs that I have mado the suggestion contained in 


T hope this committee will give this proposal, and other proposals 
with a similar objective, its most careful and prayerful consideration. 
T have sought the views of individuals and organizations throughout 
the country who seom to have experienco.or backgrounds which could 
contribute to the evaluation of my proposal for a study commission 
on the point 4 program. For the information of the committee, I 
have received responses from the following: 
State Department correspondence: ‘ 
Mr. Jack K. McFali, Assistant Secretary 
Mr, Dean Rusk, Assistant Secretary 
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Mes Neon A. Rockefeller, Chairman, Internatlonal Development Advisory 
ar 
Committee on the Present Danger: 
Mr. Tracy S. Voorhees, Washington, D. C. 
Mr. W. L. Clayton, Houston, Tex. 
Mr. Julius Ochs Adler, Nesv, York Times 
Mr. W. W. Waymack, Ade}, Iowa 
Dean Paul H. Appleby, Maxwell Graduate School of Syracuse University 
Mr. Wiltiam Green, president, American Federation of Labor 
Mr. Charles Weyand, exccutive assistant, Nash-Kelvinator Corp. 
Mr, Fred A. Compton, vice president, Detroit Edison Co. 
Mr. George L. Ridgeway, director of economic research, International Business 
Machines Corp. 
Mr. Elliott V. Bell, McGraw-Hill Publishing Co., Ine. 
Mr. Gunther R. Lessing, Walt Disney Productions, Burbank, Calif. 
Mr. George Romney, vice president, Nash-Kelyinator, Detroit, Mich. 
Mr. John 8, Coleman, president, Burroughs Addin Machine Co., Detroit, Mich, 
Mr. Earl Bunting, managing director, National Association of Manufacturers, 
New York City 
Mr. Walter Lingle, Jr., the Procter & Gamble Co., Cincinnati, Ohio. 
Me as D. Thomas, High Commissioner, Trust Territory of the Pacific 
slands. 
Attorney James M. Tunnel, Georgetown, Del. 
Mr. Chester Bowles, Essex, Conn. 
Mr. Spruille Braden, former State Department official, New York City. 
Mr. Maury Maverick, San Antonio, Tex. 
Mr. Taylor Cole, managing editor of the American Political Science Review, 
Dr. Harold D. Lasswell, Yale University School of Law. 
Mr. Albert B. Corey, State historian, University of the State of New York. 
DE ance K. Pollock, chairman, department of political science, University of 
chigan. 
Prof. Mores 8. McDougal, Yate University Law School, 
Mr. Barry Bingham, the Courier-Journal, the Louisville Times, Louisville, Ky. 
Mr. Stewart Alsop, Washington, D. C. 
Mr. Edward R. Murrow, New York City. 
Editorials: 
Represeatelaxe Meader’s Plan, Jackson Citizen Patriot, Jackson, Mich. 
A Bill To Get Facts on Point 4, Detroit Free Press, Detroit, Mich. 
Point 4 Dangers, Rochester Democrat and Chronicle, Rochester, N. Y. 
Handling of Point 4 Can Be Done Sensibly, Saginaw News, Saginaw, Mich. 
Free Enterprise for Point 4, Nashville Banner, Nashville, Tenn. 
Point 4-Application, Saginaw News, Saginaw, Mich. 
Mr. Herbert M. Hadley, secretary, the Friends Meeting of Washington 
Mr. John Anson Ford, Angeles, Calif. 
Mrs. Henry G. Leach, New York. __ 
Attorney Herbert 8, Little, Seattle, Wash. 
qrrormney Michael Francis Doyle, Philadelphia, Pa. 
Mr. E. 8. Hartwick, Los Angeles, Calif, P . 
Mr. Norris O, Johnson, economist, New’ York City. 
Mr. H. N. Mallon, Dallas, Tex. 


[Congressional Record} 
AN AFFIRMATIVE AMERICAN FoREION Poticy 


s h of Hon. George Meader, of Michigan, in the House of Representatives, 
ares Be Monday, April 23, 1951) 


Mr. Meaprer. Mr. Speaker, I have today introduced a bill to create a bipartisan 
Commission On Ald to nderdeveloped Areas. I propose this measure asa conerete 
step to advance the cause of self-government through free democratic principles 
and institutions. I hope this bill will receive the enthusfastic support of both 
Republican and Democratic Senatore and Representatives. 

riefly described, the bill would establish a npsuls® Commission, patterned 
after the Hoover Commission, charged with the duty of studying and { entifyin 
the artificial barriers now inhibiting the natural economic forces, which woul 
develop resources of the underdeveloped areas of the world, and recommending 
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to the President and to the Congress ways and means of eliminating or mintinizing 
those artificial barriers. 

If this Commission should suceced in its task, and if our Government, in 
concert with like-minded democratle governments, would proceed to apply the 
results of the Commission’s study in actual practice, the forces of f om and 
self-government conld assume the offensive in the world-wide combat with the 
ideology of totalitarianism and slavery. Our Government, in leading this move- 
ment among the nations of the carth, would then supplant the negative, defensive 
policy of containment by a vital, kinetic, affirmative forcign policy. 

bespeak the support of my Democratle colleagues. This program is one upon 
which all Americans can, and should, agree. I¢ transeends partisan tenets or 
considerations. It is founded upon the basic concepts of the freedom and dignity 
of individual man which are the very core of American democracy. Neither the 
Democratic Party nor the Republican Party has dared, or will dare, to abjure 
theso basic, sacred princl ples. 

But, for another reason my Democratic friends should assist in aclivating this 
program. Their leader, President Truman, in the addiess inaugurating his 
current term 2 years ago, espoused the objective which can be effectively achieved 
through the couree I now advocate. 

As a Republican, I can find no basis for quarrel with the objective, or with 
the phraseology in which it is expressed, in that passago of the inaugural address 
which advocated the development of underdeveloped areas. With the spirit 
and with the terms of that passage I am in complete and enthusiastic agree- 
ment. I regard that pronouncement as a remarkable expression of the redoubt- 
ve pioneering intrepidity which is the spirit and the heritage of the American 

ation, 

I would like to reread to you this passage. I invite each of you to test cach 
phrase and the whole passage against his individual belief in our domocratic 
society and its governmental pillars of freedom and self-expression. Tell me any 
ite to which you cannot wholeheartedly subscribe. This passsge reads as 

ollows: 

“Fourth, we must embark on a bold new program for making the benefits of our 
actentific advaneesa and industrial progress available for the inprovement and 
growth of underdeveloped areas, 

“More than half the people of the world are living in conditions approaching 
misery. Their food is inadequate. They are victims of disease. Their economic 
life is primitive and stagnant. Their poverty is a handicap and a threat, both 
to them and to more prosperous areas. 

“For the first time fn history, humanity possesses the knowledge and the skill to 
relieve the suffering of these people. ; 

“The United States is preeminent among nations in the development of indus- 
trial and scientific techniques. The material resources which we can afford to use 
for the assistance of other peoples are limited. But our imponderable resources 
in technical knowledge ere constantly growing and are inexhaustible. 

“I believe that we should make available to peace-loving peoples the benefits 
of our store of technical knowledge in order to hetp ¢hein realize their aspirations 
for a better life. And, in cooperation with other nations, we should foster capital 
{nvestment in areas needing development. : 

“Our aim should be to help the free,peoples of the world, through their own ef- 
forts, to produce more food, more clothing, more materials for housing, and more 
mechanical power to lighten their burdens, 

“We invite other countries to pool their technological resources in this under- 
taking. Their contributions will be warmly welcomed. This should be a coop- 
erative enterprise in which all nations work together through the United Nations 
and its specialized agencies whenever practicable. It must be a world-wide effort 
for the achlevement of peace, plenty, and freedom. 

“With the cooperation of business, private capital, agriculture, and labor in 
this country, this program can greatly increase the {industrial activity in other 
nations and can raise substantially their standards of living. { 

“Such new economic developments must be devised and controlled to benefit 
the peoples of the areas in which they are established. Guarantics to the Investor 
must be balanced by guarantics in the interest of the people whose resources and 
whose labor go into these developments. "4 

“The old imperialism—exptoitation for forelgn profit—has no place in our plans. 
What we envisage is a program of devefopment based on the concepts of demo- 
ctatio fair dealing. a! 

“All countries, including our own, will greatly benefit from a constructive 
program for the better use of the world’s human and natural resources. Experi- 
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ence shows that our commerce with other countries expands as (hey progress 
industrially and economically. 

“Greater production ts the key to prosperity and peace. And the key to greater 
production is a wider and more vigorous application of modern scientific and 
technical knowledge. 

“Only by helping the feast fortunate of its members (o help theinselves can the 
human family achieve the decent, satisfying life that is the right of all peopte, 

“Domocracy alone can supply the vitalizing force to stir the peoples of the world 
into triumphant action, not only against their human oppressors, but also against 
their ancient enomles—hunger, misery, and despair. 

“On the basis of (hese four major courses of action we hope to help create the 
conditions that will lead eventually to personal freedom and happiness for all 
mankind. 

“Tf we are to be successful in carrying out these policies, it Is clear that we must 
have continued prosperity in this country and we must keep ourselves strong.” 

The bold new program described in the inaugural address which E have just 
read has, I believe, merits and advantages which were vot brought out by the 
President. Nor have FE scen the advantages PE have in mind mentioned in the 
rather voluminous literature on the so-called point 4 program. [think it wontd 
be helpful to the consideration of the propased fogistation [have introduced to 
consider brictly what some of these advantages are. 

As Linterpret the inaugural address, the primary philosophy of the bold new 
program is humanitarian and philanthropic, [t is based upon the proposition 
that the suffering, malnutrition, and misery in the world can be alleviated through 
the adoption of American techniques of production, and that the good will the 
people of this Nation hold toward the other peoples of the world ought to be 
expressed by doing what we can to alleviate misery. It also is suggested that, 
because marvelous developments in transportation have shrunk the world and 
brought us into closer contact with our neighbors, the fnprovement of their tot 
will redound to the benefit of our people. 

I desire to associate myself with (his phitosophy. But beyond this mere 
humanitarian motive, the successful execution of this bold new program in the 
American spirit of free individual enterprise and initiative will have other far- 
reaching consequences of a beneficial nature, 

T assert that, if the prograin fs successful in the spirit in which it was conceived, 
it will minimize the canses and dangers of war, and it will promote stability in 
economic relationships between peoples fn a world society based upon freedoin of 
the individual and the proposition that governinents are instituted for the benefit 
of the governed. 

There is not time here to develop fully the advantages I have just stated. 
I thiak it is necessary only to suggest that, historically, the imperialistic ax- 
gressor has expanded his rufe first against the weak and the unprepared. I think 
it is not inaccurate to say that the underdeveloped areas are vacuum areas into 
which the force of ambitfous and rathtess power has a natural tendency to rush. 
To the extent that such vacuum areas are strengthened, become tore inde- 
pendent, and develop national pride and con<ciousness, as well as a higher stand. 
ard of living, to that extent will the daugers of their being overrun by a con- 
queror diminish, 

The advantage to us of the establishment of an economy based upon individual 
enterprise in other parts of the world should likewise be apparent. The tevel 
of civitization, as we know it today, iy directly dependent. upon the extent to 
which there is specialization in production and exchange of goods and services, 
Exchanze between a free economy and a controlled economy is difficult—one 
might say wholly impowzible—without an adaptation of one system to the other in 
some form of compromise. For us in a free, competitive ceonomy to deat with 
a totatitarian state proprietary cconomy would ultimately involve the extablish- 
ment of's mechanism through which we could bargain on equal terms with a state 
monopoly. 

Aneven greater advantage in the bold new program which I have not seen 
effectively expounded is that, if the aid to underdeveloped arcas is carricd out in 
the American spirit of enterprise,. it will shift the offensive to the free democratic 
peoples in the {deological combat with totalitarianism. It will permit ux and 
associated nations to demonstrate by performance the economic advantages of 
the-free enterprise aystem. One ounce of action will outweigh tons of oratory and 
propaganda. 

It is important that we should assume the offensive in the ideological combat 
with Communist totalitarianism, The weakness of our defensive policy of con- 
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tainment of Russian communisin i that we cau never win while wo ara on the 
defensive. Tt leaves the initiative in the hands of our opponent and requires us to 
be prepared to mect his next moves on a hundred fronts, No football team ever 
made a touchdown with the ball in (he other team’s posession, 

Having stated my betlef tn the importance of the bold new program to aid 
undenlevcloped amas tn the American way, FE would like to explain in somewhat 
greater detail the character of the Commission TE propose to establish, and the 
reasons why I think that this (ask should be undertaken by a acew Conunission, 
rather than by auy existing agency fn tho exceutive branch of the Government, or 
by a congressional committee or committees, 

First of all, let me say the Commission would bo a study comunfssion, not an 
operating commission. Tt may be desirable later on to have & commision charged 
with certaly responsibilities in carrying out any national program developed as a 
result of the study to bo made. However, at this stage, it seems to mo we first 
ought to find out what our polley should be and postpone until (he comptetion 
of that task the creation of any agencies to carry it out. [tts gettlug the cart 
before the horse to create an operating comunission before we have decided what 
ought to be done. 

Second, The Commission is a bipartisan commission, A pregran of this 
character cannot bo successful untess it is enthuslastically supported by both 
political parties and by the people of the country who do uot identify themselves 
with cither politleat party. 

Third, Tho Conunission ts provided with fact-finding powers, Uniesa a atudy 
ix made which penctrates below the surface of emotional generalitios, FE have little 
faith that anything worth while will be accomplished. ‘Po bo successful, wo mist 
get down to the bedrock of hant fact. Accordingly, the Commission [ propose 
would have not only the subpena power, but the eight of callon the Government 
departinents and agencies. 

‘urthermore, the hearings, tho studies, and the reports of the Comission 
should, so far as posible, be conducted publicly so that the prograns, as it is 
developed, will be completely understood by the American people. Without such 
understanding, we would be likely to fallin securing the enthusiastic support of 
the people, withfbut which ¢he program as FP visualizo ft could not be successful, 

Fourth. The Commission would be freed from some of tho standing limitations 
upon employment of staff personnel, and from some of the restrictions which 
might dlicqvalify outstanding persons from serving on the Comission. This is 
neceszary If wo are (o be able to call upon the best minds In the country for assist- 
ance In working out this program. Unless we culist the most statesmantike and 
most {informed persons, the programm fas little chance of success, This point 
cannot be overemphasized, , 

Creating a Conunlssion Is onty the first step. The ealibor of the membership 
and staff of that Commission will determine the worth of the program that is 

tuced. 
P Leay It fs conclusively established that no ageney or department of the executive 
branch of the Government ls capable of blucepriuting this bold new program, The 
fact ts that there has been no Inhibition on such agencies and departinents in the 
past from proposing and, Indeed, froin carrying into effect any of the steps which 
will bo necessary if the underleveloped arcas are to be developed ‘through the 
force of American initlative and enterprise. 

A congressional coniniites might well conduct the study contemplated hy the 
proposal [ have made. However, [have sceu no ovidenco of tho development of 
the congresstonal investigative function to the point where we anight expect that 
a congressional committee could sucecsefully attack the problety here involved. 

Congress has been, In my judgment, altogether too niggardly In the appropri- 
ation of funds for studies and Investigations which would adequately inform ft of 
the facts of a problem asa foundation for nallonal policy. 

Bo that as it may, I believe there [s another and, perhaps, more cogent reason 
for entrusting thic task to a Commission In which private cilizons woutd have 
representation. = 

he voluntary and cnthusiastle support of our entire national economy fs a 
prerequisite to the accomplishment of any significant progress toward tho Prest- 
dent’s goa], The American people should have a part in formulating a program 
in which the vigor of their voluntary action wij! determine auccess or faiture. I 
ean think of no way in which they can participate directly except by the creation 
of a now commission on which the gencral publte fs represented. 

Furthermore, the best minds that can bo assembled, both {n Government and 
in private life, will be necded to discover and (o remove the underlying obstacles 
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now restraining the free operation of natural economle forces which can develop 
underdeveloped areas and create the abundance potentially existing in the world’s 
natural resources, 

1 have prepared a tentative agenda of the problems which appear to nic as the 
wincipal fields of inquiry in which ¢he Commission ought to engage. ‘There may 
© others equally as inportant which can be suggested by persons having a more 

intimate knowledge of international trace, of international investment, and inter- 
national political problems (han T possess. Furthermore, as the Commission 
engages In its studics, new problems may well develop. 

‘his agenda is advanced, not as a comprehensive and complete one, but asa 
suggestion of the type of problem which ought to be solved, or the type of pro- 
grams which aught to be considered and recommended, 

The agenda fs as follows: 

First, Formulation of a plan to provide against expropriation of property of 
non-nationals without fair compensation, and a plan to eliminate double taxation. 

Second. Facilitation of the exchange of currencies to permit conversion into 
dollars of capital and profits from capital invested in underdeveloped areas. 

Third. Formulation of measures to promote and maintain free and equal 
opportunity for private business enterprises and to prevent monopolics and re- 
strictive trade practices in international commerce. 

Fourth. Corretation of the work of existing programs and agencies with the 
same or sinilar purpose, such ass The European Reeovery Program, the Export- 
Inport, Bank, the International Bank and Monetary Fund, United Nations 
agencies and other international organizations, and scientific, educational, and 
cultural exchange prograins, 

Fifth. Formulation of projets antl enterprises for private capital in mining, 
agricullure, transportation, finance, communications, ete., most likely to aid 
particular underdeveloped arcas and to be profitable ventures for those under- 
taking (hem; means for providing a continuing informational service of facts and 
statistics useful to prospective lnvestors. 

Sixth, Forniulatton of self-tiquidating international pubtic works projects, 
to be jotutly financed and managed, calculated to ald International trade and com- 
merece, An futernational cominission proposed the construction of the inter- 
pulseleate highway in central Amcrica on such a basis, but its plan has not been 
ollowed, 

The Point 4 proposal will be significant only [f it utilizes natural ceonomic 
forces in developing backward arcas for the mutual benefit of the occupants of 
sich arcas and those supplying the energy, enterprise, capital, and know-how 
tnaking such development possible. 

Government afd for this program, on a purely charitable basis, would be tikely 
to be temporary and superficial. Governtnent investment in speculative foreign 
enterprises would be contrary to our traditions and aut of harmony with our free- 
cuterprise system, Expanded trade and commerce between citizens would In- 
crease Wealth and broaden the base of Government revenue white Government 
investment could be financed only through further taxation of an already over- 
burdened national economy. Private enterprise can do this type of job better 
than Governinent bureaucracy. 

It follows that the bulk of such development activity must be borne by private 
citizens and private capital, with the role of governments confined to the preven- 
tlon of overreaching and discrimination; to the creation of an atmosphere favorable 
to the investment of private capital; and, in appropriate cases, the encouragement 
of worth-whilo protects by foans or aubsidies or by participating directly or in- 
directly fn self-liquidating international public marke 

Tho greatest merit in the President’s proposal tics fn the possibility of proving 
to the world by performance, instead of mere abstract reasoning, that the way 
of life based upon the dignity of the individual and the utifization of the natural 
desire of the free man to improve bis lot is sounder than a system of state-planned 
control of slave-citizens and state ownership aud direction of the processes of 
rroduction and distribution. In this light, Point 4 takes the offensive in the 
Iicological battle with communism. [t becomes a positive program. 

Just as the United States niiraculously outstripped state-controlled cconomics 
in war production In World War If by calling upon the immense store of energy 
and Initlative residing in a free people, we can demonstrate the superiority of 
the free enterprise system over state-ownership and management in developing 
the world’s natural resources for the benefit of he people. 

It follows that the success of the Point 4 programtn will depend upon the enthu- 
siasm of the American people in the same way that their patriotic and aroused 
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performance in World War IL made our victory possible. A plan evolved in the 
secret recesses of Governinent bureaus, no matter how ably cesigued or how 
skillfully propagandized, witl not serve to enlist widespread confidence aud sup- 
port or ene people in a program from the formutation of which they have beeu 
excluded. 

The problems requiring solution before the Point 4 pronrayn can enjoy any 
substantial measure of success are difficult and basic. They have defied solution 
thus far in history. They with not be solved unless we bring to bear upon thera 
our ablest minds both tn public and private life. They will not be solved untess, 
in a spirit of open-mindedness and absence of personal spectal futerest, we seck 
the true, basic facts and shed any unsound paat concepts and positions. Agencies 
clothed tu the errors of the pet would be unlikely to discover their own unsound 
commitments. They would be fess likely to discard them if discovered. 

Tho scope of the subject matter is so broad as to exceed the jurisdiction of any 
one executive department or bureau. Legislation and Sinroneiailolts may be 
required. The voluntary and enthusiastic cooperation of all segments of industry, 
finance, agriculture, and our general national economy wi}l be essential, 

It is doubtful that an informal committeo drawn exclusively from the bu- 
reaus and departments, with no statutory standing, would possess the power 
and tho prestige necessary to the formulation of a “bold new program” and the 
enlistment of public support in its exccution. Past performance of committecs 
of excecutive agencics supports this conclusion. 

Publie hearings of the Commission, properly prepared and conducted, would 
provide great impetus to the program in educating the American public in the 
advantages and characteristics of the program, in taking advantage of a dem- 
ocratic forum for the presentation of conflicting news on objectives and methods: 
in generating confidence in the program as the result of the assurance that it is 
being developed openly and with the full participation of the public; and in allaving 
any possible fears of the rest of the world that the program is one of imperialistic 
domination and exploitation, which so frequently have characterized foreign 
economic operations in the past, 

The foregoing scem to be the foremost considerations indicating the establish- 
ment of a commission as the most logical and practical method of translating a 
noble concept into a specific policy and Pecetat 

Of course, the creation of a commission with adequate power would be no more 
than a starting point. The caliber of the members of the Commission and the 
caliber of its staff would determine the quality of the porformance in discharging 
the difficult task entrusted init. It must be assumed that the appointive authori- 
ties soe select able and patriotic individuals to serve in an enterprise of this 
magnitude, 

Whatover we may think of the specific recommendations of the Hoover Com- 
mission, it should universally coneeded that that Commission and its task 
forecs have forthrightly dug beneath the surface of the problems of the organiza- 
tion of the exccutive branch of the Governinent and havo made basic and cou- 
rageous recommendations In spite of vested interesta in the status quo. No 
executive agency, or committee of agencica, could have acted with equal jnde- 
pendence, speed, and incisiveness, 

If formulas can be found which will stimulate tho investment of private ca 
ital in backward arcas and oliminate many of the political obstactes aud risks 
now restraining tho oxport of capital, wo will find that a major step has been 
taken toward the creation of that floxible but stable economic and political order 
among all nations which will permit the scarch for material and spiritual hap- 
pincss by feee eltizens in an atmosphero of free enterprise. 

We will find that tho causes of wars have boen effectively infulmized and that 
the general lovel of civilization has been substantially advanced through permit. 
ting the natural economic forces of specialization and exchange to work, freo 
from artificial restriction. 

Having outlined tho nature and purpose of the proposal I havo made, I think 
it will bo helpful {f I warn against certain misunderstandings which might con- 
eelvably arise. I will do this by saving what this program is not, 

Firat. This program ts not a substitute for any oxisting national policy. It isa 
new program, and, whilo it may make unnecessary certain existing agencies, it 
should be considered on its own merits and not as a replacement of any existing 


rograms. t 
® Ai this pot it would be a propriate to analyze and comment upon the present 
so-called Point 4 programs which has been in existence for the past 2 years and 
concerning which plans for expansion are under consideration. 
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The Point 4 program, as eel a aininletered has involved the expenditure 

oeublis funds on the order of $35,000,000 for the past fiscal year. It has amount- 
to little more than a technical-assistance program, alding other governinents 

in bettering ‘the lot of thelr citizens through improved sanitation and public- 
health services and agricultural methods, 

If the money ts efficiently and economically expended, it undoubtedly will 
have some benefit to the countries which are the recipients of this American gen- 
erosity. However, it scems to me, afd mogreine of this character, finan by 
the American taxpayer and managed by the Federal bureaus, can accomplish only 
a very small fraction of what can be done In achleving the development of under- 
developed areas, thus ralsing living standards through employing the uniquely 
successful American principles and techniques of the free-enterprise system . 

This program can In no sense be regarded as {n confilct with our immediate 
need to defend ourselves agalnst Communtst military aggression. When we 
have strengthened the weak spots In the world and affillated them with the free- 
enterprise system, we will have rendered our own defense stronger and less bur- 
densome. Untlt that time we must press forward with sound programs for our 
defense with ali the vigor and Intelligence we possess, 

To summarize, it is my view that the Government should seek to create the 
climate in which private enterprise can do the fob of developing natural resources; 
that Government should potice the activities of individuals and corporations so as 
to prevent overreaching, exploitation and monopolistlo, restrictive trade practloes 
and so as to insure equality and fair dealing in free and open competition; that 
Government, in providing statistical and scientific information, and possibly 
financtal assistance, to all on equal tarms, can assist and encourage the flow of 
private capital into the work of developing natural resources and other fields of 
manufacturing and trade; that Government can appropriately promote self- 
liquidating international public works as alds to production and commerce. 
The Government should not engage in proprietary undertakings nor make ex- 
tensive grants or loans of public funds in private economio activities either to 
foreign governments or their nationals. 

Let us reaffirm our faith in the economic and pie philosophy upon which 
this Republic wasfounded., Let us belleve that theliberation of the forces of the 
human soul which conquered our own wilderness and harnessed the forces of 
nature for the benefit of ourselves and our posterity can likewise be employed for 
the benefit of Peoples who, outy ner are emerging from the shackles of feudalism 
and slavery. Let us act in that faith. With humility, and anxious to absorb 
the many advantages of the cultures of the peoples whose material lot is less 
pleasant than ours, let us offer to contribute the pioneering, courageous, entere 

rising spirit which is our inheritance. But let it be the voluntary and spon- 
taneous contribution of the American people in a self-sustaining, mutually bene- 
ficial economic movement. Let us not admit decadence and Impotence in the 
free-enterprise system through engaging {n state-owned, tax-supported proprietary 
activities reminiscent of the totalitarian socialism we abhor. 

Mr. Speaker, I ask unanimous consent that there may be printed in the Record 
at this point the bill I have introduced providing for the establishment of a Com: 
mission on Ald to Underdeveloped Foreign Areas. 

The Seeaxer pro tempore (Mr. Priest). Is there objection to the request of 
the pentlenan from Michigan? 

re was no objection, 
The matter referred to follows: 


"\ BILL Foe the establishment of a Commission on Ald to Underdeveloped Forelgn Areas 
“ Be it enacted, ele.— 


“rSTABLISHMENT OF COMMISSION ON AID TO UNDERDEVELOPED FOREIGN AREAS 


“Secriox 1, To assist in carezing out the pu of the act for International 
Development, approved June 5, 1950, there Is hereby established a bipartisan 
commission to be known as the Commission on Aid to Underdeveloped Foreign 
Areas (in this act referred to as the ‘Commission’. : 


“MEMBERSHIP OF THE COMMISSION 


nee - (a) piumber and appointment: The Commission’shall be composed of 
embers as follows: 

a 1) Ten appointed by the President of the United States, four from the ex- 

ecutive branch of the Government and six from private life; 
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*43) Two Members of the House of Representatives appointed by the Speaker. 

“(b) Politleal affiliation: Of each class of members, not more than one-half 
shall be from each of the two major political parties. . 

‘"(e) Vacancies: Any vacancy In the Commission shall not affect its powers, 
but shall be filled in the same manner in’which the original appointment was made. 


A Two Members of the Senate appointed by the Vice President; and 


“ORGANHATION OF THE COMMISSION 


“Src, 3, The Commission shall elect a chairman and a Vice Chairman from 
‘among its members, 
_ “Quorum 


“Sze. 4, Eight members of the Commission shall constitute a quorum. 


“COMPENSATION OF MEMBERS OF THE COMMISSION 


“Sec. 6. (a) Members of Con : Members of Congress who are members 

of the Commission shall serve without compensation in addition to that received 
for their services as Members of Congress; but they shall be reimbursed for travel, 
subsistence, and other necessary expenses incurred by them in the performance of 
the duties vested in the Commission. 
- "(b) Members from the executive branch: The members of the Commission 
who are in the executive branch of the Government shall each receive the com- 
pensation which he would receive if he were not a member of the Commission, 
plus such additional compensation, if any, as is necessary to make his aggregate 
talary $12,500; and they shall be reimbursed for travel, subsistence, and other 
necessary expenses incurred by them in the performance of the duties vested 
in the Commission. 

ms Members from private life; The membera from private life shall each 
receive $50 per diem when engaged In the performance of duties vested in the 
Commission, plus reimbursement for travel, subsistence, and other necessary 
expenses incurred by them in the performance of such duties, 


t 


\“STAFF OF THE COMMISSION 


* ‘§x¢, 6. The Commission shall have the poner to appoint and fix the com- 
pensation of such personnel as it deems advisable, without regard to the pravisions 
of the civil service laws and the Classification Act of 1949, as amended, 


“CERTAIN LAWS INAPPLICABLE TO COMMISSION AND ITS STAFF 


Src. 7. The service of any person asa member of the Commission, the service 
of Soy oNnet rson with the Commission, and the employment of any person by 
the Commission, shall not be considered as service or employment bringing suc 

rson within the provisions of sections 281, 283, or 284 of title 18 of the United 

tates Code, or of any other Federal law imposing restrictions, requircinents, or 

penalties in relation to the employment of persone, the'performance of services, 
r the payment or receipt of compensation fn connection with any claim, procced- 
ng, or matter ihvolving the United States. i ; 


“EXPENSES OF THE COMMISSION 


“Src. 8. There is hereby authorized to be appropriated, out of any money in 
tho Treasury not otherwise appropriated, so much as may be necessary to carry out 
tho provisions of this act. : 
Bins “DUTIES OF TRE COMMISSION 

“Sec. 9, &) Investigation: The Commission shall study and Investigate the 
toblem of aiding underdeveloped foreign areas and shall formulate and recommend 
the President and the Coraress specific programs for carrying out the purposes 

of the Act for International Development. 

“"(b) Reports: The Commission shall report to the President and to the 
Congress from time to time the results of its study and investigation, together 
‘with such recommendations as it deems advisgble. 
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‘POWERS OF THE COMMISSION 


“Src. 10, (a) Committees: The Commission may create such committees 
of ita members with such powers and dutles as may be delegated thereto, 

“(b) Hearings and sessions: The Commission, or any cominittce thereof, may 
for the purpose of carrying out the provisions of this act, hold such hearings an 
sit and act at such times and places, and take such bles as the Commission 
or such committee may deem advisable. Any member of the Commission may 
adininister oaths or affirmations to witnesses appearing before the Commission 
or before any committee thereof. 

“‘(c) Obtaining official data: The Commission, or any committeo thereof, is 
alithorized to secure directly from any executive department, bureau, agency, 
board, commission, office, Independent establishment, or instrumentality in- 
formation, suggestions, estimates, and statistics for the ptirpescs of this act; 
and cach such department, bureau, agency, board, commission, office, establish- 
meat, or instrumentality is authori and directed to furnish such Information, 
suggestion, estimates, and statistics directly to the Commission, or any committee 
thereof, upon request made by the Chalrman or Vice Chairman of the Commission 


‘or of the committee concerned. 


“{d) Subpena power: The Commission, or any committee thereof, shall have 
power to require by: subpena or otherwise the attendance of witnesses and 
tho production of books, papers, and documents; to administer oaths; to take 
testimony; to have printing and binding done; and to make such expenditures 
as it deems advisable within the amount appropriated therefor. Subpenas 
shall be fssued under the signature of the Chairman or Vice Chairman of the 
Commission or committee and shall be served by any pereen designated by them. 
The provisions of sections 102 to 104, inclusive, of the Revised Statutes (U.S. C., 
title 2, secs. 192-191) shall apply in the case of any failure of any witness to 
ee ly with any subpena or to testify when summoned under authority of this 
section. 

Mr. Suirn of Wisconsin. Mr. Speaker, will the gentleman vield? 

Mr. Meaper. I am glad to poe to the gentleman from Wisconsin. 

Mr. Satu of Wisconsin. Mr. Speaker, I want to say to the gentleman from 
Michigan that he has made a most comprehensive statement on the Point 4 
program. I have been somewhat concerned about the approach wo baye been 
making to the program, because it had seemed to me that we were getting too 
much goverament into this picture, and I was much impressed by the gentleman’s 
statements regarding the point where private Initiative should enter. I think 
there are those who today are sponsoring the Point 4 program who feel that all 


- of these investments should be made by the Sovermmnent: that it is purely a 
fy 


Government operation; that at no time is there any place for the private profit 
motive to cnter, that all of that is beside the point. I have been.led to believe 
that the program as it is now constituted would result {n the imposition of state 
socialism upon these backward areas. Now, if we can develop a program through 
such a commission as the gentleman suggests, I for one would like to associate 
myself with the gentleman in that movement. I am just wondering if the gen- 
tleman feels that we have already passed the point in view of our present studies 
where this might need a little more assistance and where the Congress of the 
United States ought to have something to say about the program, I am afraid 
we are having nothing to say about it except to appropriate the money, 

Mr. Meraper. I appreciate Specially the obzervations of the gentleman 
from Wisconsin, a valuable member of the Foreign Affairs Committee of the 
House. I would only say in reply to the question as to whether it {s too late 
that it is never too fate to begin a program if it is a good one. Secondly, I 
enpresiate particularly his expresston of {nterest in this particular bill because 
the bill, I understand, has already becn referred to the Foreign Affairs Commit- 
teo of the House. If there is to be some difference of opinion about the approach 
between those who believe the private enterprise system can contribute sub- 
stantially, or as [ would put it, would perform the great bulk of the job of de- 
veloping underdeveloped areas, and those, as the gentleman suggests, who 
belleve it ought to be done by Government under some semisocialistic under- 
taking through grants of public funds, I think it would be very appropriate for 
those having different opinions to thresh out this question of basic poticy before 
the committee of which the gentleman Is a member. I hope he will be able to 
obtain hearings on the bill which has been referred to his committee. 

Mr. Ssutit of Wisconsin. I will be glad to try to make that effort. - 

Mr. Mrapver. I thank the gentleman, 
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* Mr. Meaper. I think T can present my suggestion bricfly and 
exten raneously so that the committee can understand what my 
objective is. . 

r. Gorvon. Very well, Mr. Meader. You may proceed. 

Mr. Muaver. The purpose of the bill that I introduced on April 23, 
as I gt it at the time, and as I amplified it in tho statement 
which has boon accepted in the record, is to enlist the ald of private 
enterprise in this country in the jcb of developing the natural resources 
of the underdeveloped areas of the world. 

T said in the sfatement at the time I introduced the bill, and again 
repeat it, that I find President Truman’s point 4 program a noblo 
objective. I find nothing in that passage of his inaugural address. to 
which I can take any exception whatever. 

Incorporated in that p e is the idea that American methods, 
mass-production methods, and other techniques which havo so success~ 
fully developed the natural resources of the American Continent, can 
very well be employed in the development of the natural resources 
in the underdeveloped areas of the world. I think free enterprise is 
embodied in the concept of the point 4 program. 

Up to the present time, no great effort has been made on the 
part of our.Government to encourage that activity of private enter- 
prise and tho contribution of private capital to the purpose of develop- 
ing the natural resources of the underdeveloped areas. I boliove much 
more could be done than has been done so that the development of the 
natural resources of the underdeveloped areas could be carried. on 

h commercial activities by the -people themselves as dis- 


, tinguished from Government donations on a government-to-govern- 
- ment level, or by donations from our Government directly to nationals 
-of other governments. - 


When I listened to tho President’s inaugural address I was impressed. 


hing that objective. 
__It then occurred to me that the next step in a program of this mag- 
nitude would be to attack the problem of what ought to be done. 
It seemed to me that the logical way to attack it would be to assemble 
© beat minds that could be found, both in the executive branch of the 
vernment, the legielative branch of the Government, and especially 
outstanding men from private enterprise, and to train those minds on 
this problem of how to go about developing the underdeveloped areas 
of the world in the American way, not to ape the totalitarian system, 
with which we are in ideological combat. It seemed to mo that if you 
could get together a group of men like that, that you could attack 
some of the ha s that now confront the American businessmen, or 
the a pene oe any other country, who ore willing to risk their 
capital and take their own chances in developing the natural resources 
of other parta of the world in the same way that our pioneer fore- 
fathers developed this country. 
«) Bone. of there hazards are pretty well recognized: ‘confiscation of 
property without fair compensation, double taxation, the instability 
of currency: ex , restrictive cartel monopolies which prevent 
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freo and open competition. There are other similar hazards and 
obstacles to foreign investments, 

It is my thought that this problem should be attacked. If it is 
successfully attacked, then tho natural flow of economic forces will 
develop the undeveloped areas of tho world by utilizing their natural 
resources far moro successfully, far moro econonttcally: and far more 
usefully, from a number of points of view, than our Government can 
do it, regardless of the amount of monoy that the American people 
put up through their Government. 

I would like to say that I don’t seo this as an either/or proposition. 
I belicve there are somo areas in which Government grants to other 
governments aro porfectly appropriate. I think particularly where 
it comes to assisting a forcign government in governing a little better 
is orc instance whore goyernticnt-to-goverament aid is applicable. 
Such activities as pubkic sanitation, education, wgricultural extension 
services could well 4é pursued on a mutual cooperatiyo basis between 
our Governmensani the rn goveh of the undovetgped countries 


in the world. Of course, some govefnments havo hired attministrative 
co at their oxppnse, euch as the Millspadgh mission 


; vhigf it comes fo developing mines, 6r constructing t 
tion facilifies, or power-develo 


concons Ahere, it seams to 
r) 
the undev: Idped areas of thew 


private ¢nterprise should 
system has much ntrib 

a cooperétive basi bot whit gre wi ling-to in est their funds, 

hip i his coufitry, or any other 

d dof @ grea whero thoso yatural 


resources\exist. I believe’ the comsniasi propose could mjnimize 


-or elimingte some\of. tho hasards ‘which presently confrodt such 
investors - ee 

What are tho returns to be obtained \if that’ result should be 
achioved? t of all, wo will have demonstréted by performance 


» society can utilize and develop natural resourgée far better 
than totalitariah regimes could possibly do it under o slavery, 
and that is what fregard communism to be. We d6n’t have to do 
it by propaganda alone. Simply by offective pérformanco of tho 
mechanical task of utilising the resources. forthe happiness of tho 
people. who reside thero can wo demonstrate tho superiority of free 
enterprise over totalitarianism. It seems to mo it is important wo 
make that demonstration because I beliove wo are in a long-range 
contest of political and economic philosophics. —- 

Somo of us heard our contest with communism described the other 
day as religious werfaro. I beliove it is important that the principles 
of our socicty be accopted clsowhere in the world. Not just for the 
benofit of the people who livo there, but, in part, because in interna- 
tional commorce it is necessary that we trade with the snme type of 
economy that we have here. In trading with totalitarian economics, 
free economies would have to develop some kind of combinations in 
order to put eee in a competitive bargaining position with a 
state monopoly. 

I think the matter of cost also ought to be considered. This pro- 
gram now before thie committee is a rather sizable program, even for 
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Lyear. 1 do not think there is anyone who can guarantee how many 
years it will last, or whether it will everond.  Tfitis possible to expand 
tho foreign investment of private enterprise, such expansion ean sub- 
stitute in part for what might otherwise have to be done at Che expense 
of the (axpayers. We will then not only bo eutting down the tax 
burden but at tho same time we will be broadening the tax base. 
When private investment develops resourees it creates wealth where 
there was nothing except potential wealth existing theretofore, "This 
broadened tax base could either provide additional revenue to improve 
the services of Government, or it could be used to reduce the current 
tax burden. 

I feel very strongly about this matter, but fam not sure that 1 
haven't taken as much time as if L bad read Gho statement whieh Thad 
prepared. 1 came hero primarily for the purpose of answering ques- 
tions. I sent to cach of the members of the conmnittee, a few days 
ago, a reprint of the speech I made on April 23, 1951. fT atso asked 
to have everyone fumushed with a copy of the statement I prepared 
for this occasion with the Chought that [ could save the committeo’s 
timo by letting the committee members know in advance of my views 
and my proposal. 

fr. Gonvon (presiding). I am more than suro that everybody 
appreciates your appearing here tonight, and J] want to thank you for 
your statement. 

T understand that you havo with you tonight Mr. Frost, from tho 
Detroit Board of Commerce, whom you.woutd like to introduce to 
tho committee. 

Are there any questions from the members of Mr. Meader? 

Mr. Mansrtenp. I would like to commend Mr. Meader not only 
for his enthusiasm but also tho great amount of study that he has put 
into this. I notice ho has spoken about this several times on the floor. 
T am sure that I for one and tho rest of the committees will give a great 
deal of consideration when it comes to our study of the point 4 in 
the bill. 

Mr. Mrapser. Thank you, gentlemen. 

Mr. Criperviecp. 1 have not had the chance to study this bill 
as I should have, but I had some occasion to go into it pretty carefully 
today, and [ have also read your statement very carefully and T can 
tell you have been doing a great deal of thinking on this matter, and, 
liko tho rest of us, you are very much worried about this problem. 

Do you think it would bo a good idea for this bill of yours to have 
it as an amendment to tho pending act, or is it your purpose to have 
it considered separately? 

Mr. Mraver. I do not think it is unrelated, although U haven't 
seen the act on which you aro working. 

Mr, Cuiprarienp. | do not mean the act, but tho pending forcign- 
aid proposal, - 

Mr. Mrapgr. That is a question of procedure. I do not believe I 
should comment on tho proper parliamentary procedure without 
studying the question moro intensively. . 

Chairman Richens: We all appreciate your coming in, and appre- 
ciate your Viewpoint, and assure you it will be given consideration. 

-<Myr, Smitu. IT am somowhat familiar with Mr. Meader’s views on 
matter, and was present on tho floor when ho first made his 
presentation. I want to compliment him again, as I did at that time, 
4 : ' 
ra f 

tr, : 
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on his novel approach, and F think we are all interested in the point 4 
beeen if we can develop it without bolstering socialistic economies, 

On paye 2 of your statement you say, in paragraph 3, that— 

Our objective In this contest should be to demonstrate, both by argument and 
by performance, that a free coonomy fs superior to an economy of enslavement, 
not only beeanse the means of satisfs tig human wants can be extracted from the 
resources of nature more elliciently, bul also because people hia free society eujoy 
aplritual vatues denfed the slave clzens of the police slate. 

I think that is a powerful statement, and it scems to me that wo in 
this country have demonstrated that very principle, and as we look 
about Europe we find that in both England and France, and some of 
tho other countries, they are bedeviled by the fact that there is too 
much socialism, that the incentives hove been removed from a free 
society. Onee you remove the incentives you just become the slaves 
of the state. . 

1 will bo glad ¢o join with you in any way that I possibly can in 
altempting to incorporate your ideas cither in the bill which we now 
have before us, or by separate legislation, 

Do Lunderstand you have a bill pending in our committee? 

Mr. Mrapenr. Yes; House Resolution 3708. 

Incidentally, 1 submitted this proposal (o a great many people and 
invited their comment. J have here correspondence analyzing and 
commenting on my proposal, as is shown at the end of my prepared 
statement. I want to call attention to the correspondence with the 
Stato Department. Also 1 have made insertions in the Congressional 
Record of correspondence on HE. R. 3798. Tam not sure whether you 
want Uthat incorporated in the record of this committee. 

I have, for example, the comments of Mr. Nelson A. Rockefeller, 
Choirman of tho International Development Advisory Board; Mr. 
W. 1. Clayton, former Under Secretary of State iv charge of cconomic 
affairs, and former Assistant Sceretary of Commerca; Mr. W. W. 
Waymack, & former member of tho United States Atomic Energy 
Commission; Mr. Julius Ochs Adler, vice president and (treasurer of 
the New York Times, and a good many comments from other out- 
standing men in public life, in the fickt of political science, and in the 
business world. [ think perhaps their comments might be of interest 
to the committee. 

Mr. Gonpon. What is the pleasure of the committee? Is thero 
any objection to inserting it? 

Mr. Riciarps. I move we incorporate it in tho record, 

Mr. Gornon. It will be so done. 

(The material referred to is as follows:) 

; DerantMENT oF STatr, 

Washington, June 1, 1951, 

My Drawn Mr. Mrapen: Tho Department of State is gratified to note your 
Interest fn the point 4 prograi, as evidenced by your introduction of a bill lo 
create a Commission on Ald ta Underdeveloped Arvas, to which vou rfer in 
your letter of May 18, 1051, to the Sccmtary. Your appraisal of the point 4 
program as a positive and constructive clement of forign policy, with great 
psychological appeal to tho masses of people in the underdeveloped areas, coin 
cides with tho Department's viows, 

As you pointed out In your speech fn the House on April 23, 1951, the point 4 
program of techulcal cooperation fs now in operation, under tho Act for Interna. 
tional Development approved by the Congress fn £050, This program is bein 
carried out by the Technicat Cooperation Administration in the Department o 
State, under the direction of De, Henry G. Bennett as Administrator. 

A good beginning has been made under this program, with an appropriation 
for fiscal yoar 1051 of $31,500,000, which became available September 6, 1051. 


796 THE MUTUAL SECURITY PROGRAM 


In approximately 9 months, point 4 general agreements have been concluded 
with 26 countries, about 375 American technicians are at work on more than 100 
projects in 31 countries, and about 250 technical trainces from other countries 
are receiving training in the United States. 

It is worth noting that, in kceping with the provision of the Act for Interna- 
tional Dev elopinent requiring that other participating countries pay a fair share 
of the cost, the aggregate contributions of the countries receiving this kind of 
ald are three (imes the contribution of the United States. 

The distinguishing characteristic of the program now being operated by the 
Technical Cooperation Administration is that it is a program of aided self-help 
designed to assist the people of underdeveloped countries to increase their pro- 
purty and improve their living conditions largely through their own efforts. 
Eighty to eighty-five percent of the people of these countries live on farms or in 
rural villages; they have a rural cconomy, usually in a rather primitive state. 

The first essential for {mproving the lot of these people is an Increase in food 
production, and the best way to do this is by improving their primitive tools and 
techniques by simple means—substituting rag bee for sickles and stcel plows for 
wooden ones, persuading farmers to plant better seeds, to use fertilizers and 
better cultivation | stilan better harvesting methods, better preservation and 
storage of crops. At the same time, the people need to be shown how to practice 
elementary sanitation and to combat preventable disease. They need assistance 
in learning to read and write and to improve the schools for their children. 

These are the primary, everyday problems of the overwhelming majority of the 
people of the underdeveloped areas. They are problems that do not require large 
amounts of money, of goods or equipment for solution. They require a grass- 
roots approach, such as the Agricultural Extension Service, the Public Health 
Service, and the public-school system have used in our own country with signal 
success. Those who have worked on the problems of underdeveloped countries 
believe these are the methods best suited to do a job that certainly needs to be 
done. These are the methods that call for the minimum contribution from the 
United States and the maximum contribution of the people we want to help. 

Only when the great majority of people in these countries who live on the land 
are able to produce enough f to eat, and a surplus to feed their fellow country- 
men, will there be labor available to man the Industries the underdevelo coun- 
tries want. The increased production of agricultural commodities in Itself will 
atimulate industrial development, through the processing of grains, fibers, leather, 
and other products. This is the way for these people to create more real wealth, 
which will enable them to accumulate capital to speed up their own economic 
development. 

One of the main goals of technical cooperation is to help create conditions in the 
underdeveloped countries that will attract and make profitable private capital 
investment. At the same time, the United States Government is endeavoring to 
use other means, such as trade treaties, that will assure fair treatment of Ameri- 
can Investors abroad. 

I have discussed the present program at some length because it is the Depart- 
ment’s opinion that this program fs sound and will yield excellent results at 
relatively small cost. It needs to be strengthened and expanded, which we hope 
can be done as a result of a moderate increase in appropriations for the hay am, 

You are doubtless familiar with the fact that, pursuant to the Act for Inter- 
national Development, the President has appointed a nonpartisan qrou of 
representative citizens to serve as the International Development Advisor 
Board, under the chairmanship of Mr. Nelson A. Rockefeller. This Boar 
whose function it is to advise the President and the Administrator on board 
polley matters concerning point 4, recently issued a report to the President on the 
subject, entitled ‘Partners in Progress.” 

I believe you will find that this Board is seebaat many of the functions you 
contemplate for the Commission proposed in your bill. 

Because of your manifest interest in point 4, I believe you would find it well 
worth your while to discuss the present program with Dr. Bennett, who can give 

ou more detailed information both as to the objectives and the operations of 
isorganisation. Iam therefore asking Dr. Bennet to call you In the near future. 

The Department would welcome action by the Congress which would further 
support and atreng hen the existing mechanisms for making the point 4 program 
& powerful arm of American foreign policy and a bulwark of the free world. 

Sincerely yours, ' 
Jack K. McFar ‘ 
ar 


ssisiant S. y 
(For the Secretary of State). 


! 
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June 2, 1951 


Hon. Jack K. McFaun 
Assistant Secretary of State 
Department of State, Washington, D.C. 

Dear Mr. McFatt: Thank you for your three-page letter of June 1, in response 
to my letter of May 18 requesting comments on my bill to create a Commission on 
Aid to Underdeveloped Areas. 

In general, } am aware of the technical assistance program engaged in to con- 
tribute toward accomplishing the objective announced in point 4 of President 
Truman’s inaugural address. [ have discussed the matter with Mr. Samuel 
Hayes of the point 4 staff and have familiarized myself with a great deal of the 
literature on the subject. 

I note your reference to “Partners in Trogress”’ and the work of the International 
Development Advisory Board under Mr. Nelson Rockefeller. The enclosed a 
of my letter to Mr. Rockefeller, dated May 28, in response to his letter of May 24, 
a copy of which Is also enclosed, indicates my doubt that the International Develop- 
ment Advisory Board has solved the underlying problems which, in my judgment, 
must be solved before any appreciable contribution to the development of under- 
geveloped areas can be made in the American free enterprise spirit by private 

nvestors. 

I am not certain whether you concur that a fact-finding commission might 
penetrate more deeply than past efforts into the obstacles and hazards which I 

lieve we all recognize are presently restraining natural economic forces from 
developing the resources of underdeveloped areas. However, your final paragraph 
endorses congressional action to support and strengthen efforts to accomplish 
the point 4 objective, and might be constructed as expressing general sympathy 
with the objective of my bill, although it could hardly be interpreted as a specific 
approval of the method I have suggested. 

f there are any flaws in my proposal], I think it would be most helpful to the 
Congress for the State Department and its expert technical staff to point them 
out early in congressional consideration of this subject. I might say that, with 
this purpose in mind, I have circulated the reprint of my remarks, which was 
sent to you, rather widely among governmental and private circles of clear-think- 
ing public officials and citizens who, because of their background, ought to be a 
position to provide constructive criticism of the idea I have advanced. 

Of the replies so far received, I think it would be fair to say that none have 
strenuously objected to the fact-finding commission idea, though some have had 
tess confidence in its efficacy than others. The response has been almost universal 
in approving the encouragement of private—as opposed to governmental—con- 
tribution to the task of developing underdeveloped areas, and the establishment 
of a positive—rather than a negative—program in the ideological combat with 
totalitarianism has been enthusiastically endorsed. 

I have supplied the foregoing information in the hope that the Department of 
State may see fit to particulsrize its comments on my proposal. 


Sincerely, 
: Groroe MEADER. 


DEPARTMENT OF STATE, 
Washington, June 11, 1951, 
Hon. Georce MeEapver, 
House of Representatives. 

My Dear Mr. Meapver: Thank you for your letter of May 21 asking for 
comments on the bill you introduced in the House of Representatives to create a 
commission on afd to underdeveloped areas. I shall not make a detailed reply 
since I associate myself with the letter sent youon June I, from Assistant Secretary 
McFall on behalf of the Secretary. I would, however, referring to your speec 
in the House of Representatives on April 23, add my hope to yours that our afd 
programs will minimize the causes of war and improve economic relations between 
peoples in a world system based upon freedom of the individual and the proposition 
that governments are constituted for the benefit of the governed. 

I hope you have had an opportunity to discuss with Dr. Bennett, Administrator 
of the Technical Cooperation Administration in the Department of State, the 
pplectives snd operations of his organization and other related matters of Interest 

you 


Sincerely yours, ao nels : 


Assistant Secretary of State. 


oe 
te. 
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AN AFFIRMATIVE ForREIGN Poticy 


INTERNATIONAL DevELorpmeNtTZApvVisory Boarp, 
May 24, 1951. 
The Honorable Georce MEADER, 
House of Representatives, Washington, D. C. 

Dear Mr. Meapenr: I was very much intesested {ti reading a fop. , of the bill 
H. R. 3798 which <o have introduced to stimulate the study of ald for undet- 
developed arcas, Your remarks in the House at the time followed in so many 
ways the thinking of the International Development Advisory Board that I am 
taking the sient of sending you the encloserl copy of a summary of the report 
which our Board made to the President in March. If you do have time to go 
over ity, I phoul’ certainly appreciate any comments you might bave. 

incerely, 
NELson A. ROCKEFELLER. 


; May 28, 1951. 
Neuson A, RockeFeLuer, 
Chairman, Infernational Development Advisory Board, 

New York, N. Y. 


Dear Mr. Rocxere tier: Thank you for your letter of May 24, 1951, in which 
you comment upon my bill, H. R. 3798, and the remarks I made on the floor of 
the House at the time of its introduction. 

I also thank you for sending me a copy of your board’s report, entitled 
‘Partners {n_ Progress.” As a matter of fact, 1 had obtained a copy of this 
report ‘from the White House as soon as I saw it announced in the papers, and 
I had read it with considerable interest. In addition, I had previously familiarized 
myself with the Gray repoit. I have also read the President’s message on the 

military-economie aid program aubmitted to the Congress last Thursday. 

question, it seems to me, ts primarily one of emphasis. Both the statement 

in point 4 of the inaugural message and Partners in Progress recognize that private 

enterprise should play an important role in the development of underdeveloped 

areas, The President’s message of last Thursday has far less reference to the 

role of private enterprise than previous official statements cealing with the point 

4 program. I hope this does not indicate a trend {n official thinking in the direc- 

tion of government assumption of the major responsibility for development of 

mater eee areas on & grant basis—to the exclusion, for all practical purposes, 
of the role of the private investor. 

The objective of my bill, of course {s primarily to attack the difficult economic 

and political bottlenecks and roadblocks which have held back natural economic 
forces which could develop the underdeveloped areas in t!.c same way the natural 
resources on the North American continent have been developed. 
- Partners in Progress recognizes that private enterpriso has a primary function 
in the first area of operation discussed in that report; namely, production and 
distribution. I do not believe the report purports to claim that the basic prob- 
lems which have been preventing greater contribution to the development of 
underdeveloped areas chrough private investment have been-solved. 

It ts to contribute to such solution that I recommend the creation of a Com- 
mission on Aid to Underdeveloped Areas. 

Sincerely, 
: Grorzos MEADER. 


INTERNATIONAL DEVELOPMENT ApvisoRnY Boarp, 


be New York, N. Y., June 12, 1951. 
The Honorable Geonoz Mravsr, 
-. , House of Representatives, Washington, D. C. 
_, Dean Mn. Meapzunr: Thank you for your letter of May 28. I regret that my 
absence from the city on speaking engagements as well as a trip to Venezuela 
prevented an earlier reply. 
. BE agrea completely that it f of prime importance to release those economic 
forces which could develop the underdeveloped areas, and every effort to stimulate 
the productive Influence of private Investment is certainly to be desired. For 
this reason, I welcome particularly your efforts to cba Fyne a better under- 
seule of i) rt that private enterprise can anil should play in this field. 

_» 7 Sincerely, 


‘ 


Newson A. Rocxerecrer. 
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LET US EXPORT INDEPENDENCE 


Mr. Mraper. Mr. Speaker, two events make it appropriate to call to the at- 
tention of the Congress the proposal I made April 23, 1951, to create a Commis- 
sion on Afd to Underdeveloped Arcas. 

Tomorrow we commemorate the one hundred and seventy-fifth anniversary of 
the establishment of a Government of limited powers and residuary sovercignty 
in the people themselves. This frec cconomle system has enabled the American 
people to extract from the resources of nature an abundance heretofore unknown 
to civilization. 

Currently, the House Foreign Affairs Committce {s holding hearings on for- 
eign military and cconomic aid, involving a proposed annual expenditure of 
$8,500,000,000 by our Government. 

Muy bill aims at making available to less fortunate regions and peoples the free 
political and economic system which, In 175 years, has proved so beneficial to 
the American people. 

It proposes to clear the way for aid to be provided by the American Prone 
theinselves in the American tradition. It is founded upon the faith that Ameri- 


can know-how, American capital, and American g will will be exported to- 


underdeveloped areas, without expense to our Government, if we can break 
down barriers now inhibiting the operation of natural economie forces. 

The Commission to be created by this bill would be delegated the difficult 
task of finding out why private enterprise is not now pionecring in the develop- 
ment of the natural resourecs of underdeveloped areas for the mutual benefit of 
the inhabitants of those areas, and those who contribute the enterprise, risk 
taking capital, and know-how Hecessaty to the development of the resources. 

The adoption of this program would be a restatement of the faith of those who 
founded our system in the capacity of the people themselves to work out their 
own destiny and own livelihoods if only they are free from the tyrannical yoke of a 
despotic central government. 

Now that the House of Representatives, through its Foreign Affairs Committee, 
is giving serious consideration to a 8%-billion dollar proposal for 1 vear’s aid to 
foreign governments and their citizens, it is timely that we should inquire to what 
extent economic assistance is being provided through the voluntary activity of 
our citizens, and whether or not our Government can help create a climate in 
which such assistance can be increased. . 

I do not propose to develop at this time the reasons why I believe this effor 
should be made. A brief summary of those reasons is contained in the remarks 
I made on the floor of the House on April 23, 1951. 

Mr. Speaker, I propose to read only three paragraphs from those remarks to 
describe the nature and objective of this bill. I quote: 

Mr. Speaker, I have today introduced a bill to create a bipartisan commission 
on aid to underdeveloped areas. I propose this measure as a conerete step to 
advance the cause of self-government through free democratic principles and 
institutions. EF hope this bill will receive the enthusiastic support of both Repub- 
lican and Democratic Senators and Representatives. 

“Bricfiy described, the bill would establish a gp berber gs Commission, ped 
after the Hoover Commission, charged with the duty of studying and identifying 
the artificial barriers now inhibiting the natural economie forces, which would 
develop resources of the underdeveloped areas of the world, and recommending 
to the President and to the Congress ways and means of eliminating or minimizing 
those artificial barriers. 

“Tf this Commission should succeed in its task, and if our Government, [n con- 
cert with like-minded democratic governments, would proceed to apply the results 
of the Commission's study in actual practice, the forces of f om and self- 
government could assume the offensive in the world-wide combat with the ideology 
of totalitarianism and slavery. Our Government, in leading this movement among 
the nations of the earth, would then supplant the negative, defensive policy of 
containment by a vital, kinetic, affirmative foreign pole 

I wish to bring to the attention of the House some of the comments made on 
my pro 1 by certain outstanding citizens in Government, in labor organiza- 
tions, in the field of political sclence, and in business. As soon as the reprints of 
my remarks of April 23, 1951, on the polnt 4 program were available, 1 circulated 
them widely enone rseons who, in my judgment, could contribute constructive 
thinking to the problem of aid to underdeveloped areas. 

Out of more than 200 replies, all but a very few endorsed my proposal en- 
thusiastically. I will read a few- representative comments. 
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First let me read a letter from the committee on the present danger by Tracy 8. 
Voorhees, attorney, former Under Secretary of the Army and War Department 
-Food Administrator for occupled areas: 


ComMITTEE ON THE Present DANGER 


Washington, D. C., May 17, 1951. 
The Honorable Geoncre MEapEn, 
House of Representatives, Washington, D. C. 

Dean Mr. Meapen: J have read with great interest your letter of May ll and 
its attachment, 

As you will note in‘the statement of objectives to which you refer, the committee 
on the present danger is working for ‘‘A natlonal policy of averting world war III 
by confronting the aggressora with a strong free world.”” The Communist a . 
sion in Korea clearly revealed that the free world was far from strong in a military 
sense. For that reason, we have urged as 8 matter of paramount {mportance that 
defense forces adequate to deter or repel aggression be built up in the United 
States and allied nations at the earliest practicable date. We are fully aware 
however, that the economlo strength of the free world is not only an essential 
component of military strength but is also the firat line of defense against Com- 
munist subversion from within. The committee now has under consideration a 
detailed study of this aspect of the problem and will make a public statement of its 
conclusions in the near future, 

My own convictions are substantially in harmony with those expressed in the 
reprint of pour speech. Specifically, 1 would agree that a properly conceived 
program of economic development in the underdeveloped areas would ‘“‘minimize 
the causes and dangers of war,’’ that the bulk of the undertaking must be financed 
with private capital, and that the efforts which we bave made to date are most 
inadequate to achieve the goals we seek in thoee areas. I should also like to 
suggest two additional points: First, that we should go forward with the present 
plans for these areas, however inadequate they may , to the extent consistent 
with our broad objectives, while working out on 4 b isan basis a more broadly 
conceived and afirmative policy; and second, that the development of these areas 
is of vital importance to the permanent welfare of the industrialized countries, 
particularly Western Europe and Japan, and will require the fullest practicable 
use of their resources. .We have effectively stimulated mutual ald in the admin- 
istration of the recovery program In Europe and are now embarked on a joint 
enterprise with other North Atlantic Treaty countries for the defense of Europe, 
the success of which will depend In large measure on the efforts of our European 
partners to help themselves and to help each other. In my opinion, we should 
seek in the administration of our aid ms and in other ways to promote a 
similar cooperative effort for the development of the underdeveloped areas. 

Thank you for bringing your excellent speech to my attention: 

Sincerely yours, 


Tracr 8, VoorKeEs. 


Next is a letter from W. L. Clayton, of Anderson, Clayton & Co., Houston, 
Tex., former Under Secretary of State in charge of economic affairs and former 
Assistant Secretary of Commerce. On May 25, 1951, Mr. Clayton wrote to me 
as follows: 

ANDERSON, Ciarton & Co., Inc., 
Houston, May 25, 1951. 
Hon. Grorce MEaver, 
House Office Building, Washington, D. C. 

Dear Mr. Meaver: On my return home I find your letter of May 10, with 
enclosure, which I have read with much interest. 

T heartli agree regarding the necessity of alding underdeveloped countries to 

ou may be interested in reading the enclosed copy of 
a radio address I made on April 1, a portion of which has to do with this very 
question. 


ptt. recy Voorhees has sent me a copy of hia letter to you of May 17 with 
whic ully agree. ‘ 
With best wishes, 


Sincerely yours, 


develop thelr resources. 


W. L, Crarron. 
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Mr. Julius Ochs Adler, also a member of the Committee on the Present Danger, 
vice president and treasurer of the New York Times, and former civilian aide to 
the Secretary of War, wrote me on May 25, 1955, as follows: 


Tae New York Times, 
May 26, 1951. 
The Honorable Gzoror MEapeEr, 
House of Representatives, Washington, D. C. 

Dean Mr. Meaper: Absence in Europe has prevented An earlier acknowledg- 
ment of your letter of May 9 enclosing copy of your remarks regarding point 4 
before the House of Representatives. 

In the interim I also found copy of a letter from Mr. Tracy 8, Voorhees, vice 
chairman of the Committee on the Present Danger, to you acknowledging asimilar 
communieation. Mr. Voorhees has expressed exactly my own feeling in regard 
to your most excellent s 


peech, : 
ith appreciation of your thought in affording me the opportunity of reading It, 


Yours sincerely, 
y Jotivs Ocus ApLen. 


The next letter I should like to read is one from Mr. W. W. Waymack, a news- 

perman, former_member of the United States Atomle Energy Commission, 
ormer chairman, Economic Poliey Committee and National Resources Planning 
Board, former special adviser to the Department of State and member of the 
National War Labor Board, and consultant for the Food Administration. Ona 
May 19, 1951, Mr. Waymiack wrote me as follows: 

AvEL, Iowa, May 19, 1981. 

Dear CononessMan Meaper: Thank you for tho reprint of your speech on the 
floot of the House of Representatives April 23, seit to mie as a member of the 
Committee on the Present Danger. 

I, as a citizen, see great merit In your proposal. I have always liked the idea 
and the device of the objective fact-finding commission. I have been {impressed 
by. the excellent use which nations of the British Commonwealth have made of 
this approach to complex problems through the decades. I agree with your 
judgment that we have often handicapped ourselves fn this country by not ng. 
more use of it. I certainly think that we need better understanding of all the 
realities involved in trying to give effective and acceptable assistance to under- 
developed countries. agree that it is essential for us to move faster and more 
boldiy in this undertaking, both for the humanitarian reason that you mention 
and also, very practically, in order to make genuine promise to peoples for whose 
urgent problems answers must be found. agree that it would be extremely 
valuable to ourselves to fix upon a great constructive goal—a concrete, affirmative 
Pp m for a better world, I consider this not in the least visionary, but a 
challenge that is forced upon us in our own interest by the state of the world. 

I could go on and point out difficulties in this or any other approach. I could 
raise warnings as to things to beware of. Aty other person who tries to be 
thoughtful could do that, too, and many could do it better. But difficulties and 
dangers are inherent In any tackling of the world’s major tasks. [I confine myself 
therefore to the central {dea and simply say that I consider it Immeasurably 
important for America to put itself In the position of obviously wanting and 
intending to lead vigorously in helping to solve the problems of great masses of 
pee les who, first, have a right to solution, and who, second, otherwise are all too 
; kely fo drift into “the other camp,” with its glittering promises and ready-made 
ormulas, 

I should personally find the commission approath very acteptable. A com- 
mission set up for the purpose would have to consist of wise men, exceptionally 
capable of discerning, exposing and facing all the real problems objectively. 


Sincerel . 
% W. W. Waywack. 
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AN AFFIRMATIVE FoREtan Pottcy 


Extension of remarks of Hon. George Meader, of Michigan, fi the House of 
Representatives, Thursday, Juty 12, 1951 


Mr. Mrapgsr, Mr. Speaker, recently I listened with interest to a former Com- 
munist who had been converted to tho philosophy of/a free economy. Ho de- 
scribed our ideological contest with the totalitarian Soviet system as religious 
warfare. Ho described the Cominunists as religious fanatics burning with eru- 
sading zeal for the cayso in whith they intense Me though mistakenly, believed, 
He cautioned that the freo world could not combat an idea, however crroneous, 
with a vacuum. . 

In House Resolution 3798, I sought to contribute to tho development of an 
affirmative foreign policy through demonstrating to the peoples of the world by 
performance that free enterprize is a superior cconomie system to totalitarianism. 

Very thoug tful comment and constructive criticism is contained In corre- 
spondence with Dr. Paul H. Appleby, who is deau of the Maxwell Graduate 

hool of Citizenship and Publio Affairs, Syracuse University; former Assistant 
Director, United States Bureau of the Budget; former Under Sceretary of Agri- 
culture; former Special Assistant to Lend-Tease Adininistrator; and rnember of 
International Food Misstons. 

For the benefit of the Congress tn ita current consideration of the proposed 
forelgn-ald program, I am inserting thls correspondence in the Record: 


. Syracuas Unrvensiry, ° 
; Syracuse, N. Y., May 26, 1951. 
Dear Mr. Meaven: Lacknowledgo with hearty thanks your Ietler of May 17 
aid the enclosed reprint from the Conoressionat Recorp, 

“In general terms I applaud heartily your purposes and nearly all of your 
remarka. I think the general point you make Is indisputably valid and the 
dramatization through some such devise as your proposed commission would be 
a thoroughly constructive step. I think you are to be congratulated on your 
insight and on your freedom from damaging partisan blas, 

_Lhave qualms about one part of your enunciation of agenda points, It scems 
to me that some of your phrases and some of your paragraphs could be interpreted 
—without unfairness, even if ndt correctly—as a certain kind of imperialistic" 
drive on behalf of American-type capitalism, At least, your langusge does not 
overtly, L think, recognize adequately the many variations in eco.omic structures 
characteristic of modern socicties outside of the iron curtain arca, and the insistence 
of these nations on building in thetr own terms and not In terms that we find quite 
satisfactory In the United States. The nationalization of oil or ths eviction of 
forelgn ownership of an oll {ndustry, has become a considerable problem Inter- 
nationally just now and illustrates the difficulties F had in mfad. Actually, the 
foreign ownership of {mportant industries in Yugoslavis, in Iran, in Iraq, in Moxico, 
{n Indias, and {n China has been an important aspect of the problem of world order, 
and if I read your proposal correctly It is predicated rather too sharply on an 
assumption of great increase fn Investment of the very kind that has proved offen- 
sive inthe past, In many parts of the world and In case of certain kinds of Invest- 
ments, it ecems to me that a realistic and cooperative approach to the problem of 
cooperation and wortd order will of necessity dictato a good deal of help direetly 
to governments and direetly through and from our own Government. I don’t. 
believe that the issuc is wholly an either/or one, but‘any adequate general approach 
to the problem you are addressing, it seems to me, ought to include in its Cerms of 
reference possibilities for both governmental expenditure and investinent and 
private Investment. ; 

‘With your more fundamental poeltfon, I think as already indicated, that there 
can be no quarrel at all, In one way It may be safd that the modern world problem 
is a problem of ralsing tho standard of living in the rest of the world at a rate com. 
mensurate with our own capacity for economio betterment. The United States 
fs in the position of the family of privilege described long ago by Carlyle; that 
farolly declined interest in the needa for sanitation and health provision tn the city 
at the foot of the mountain on which the fainily resided and when the plague camo 
it did not stop at the foot of the mountain. The United States by its very economic 
preeminence has more at stake than any other society in the business of achieving 
a kind of world well-being which will bulwark our own attainments and values, 

With Congratulations on your stateamanlike point of view, and with hearty good 
7 sam . 
Sincerely yours, 
Paus H. Appieny, 
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Jonr I, 1951, 
Dr. Pave HL, Aprieny, 
Dean Mazicelt Graduate School, 
Syracuse University, Syracuse, N. Y. 

Dear Dean Apeceny: Thank you for your thoughtful comments of May 25, 
1951, on my proposal to establish a conumission on ald to underdeveloped foreign 
areas, 

You have put your finger on the point most likely to be attacked by those 
unfriendly to the Idea. I sought to make clearly, bricfly, as did the President in 
his miessage--that it is a responsibility of governnicnts to prevent imperialistic 
exploitation. I envisage as one of the most important aud difficult tasks of the 
conmnission the development of workable and enforceable means to prevent such 
abuses of the free enterprise system. ‘The Sherman and Clayton Acts, other 
antitrust legislation, and the efforts of tho Federal Trade Commission and the 
Departinent of Justice leave much to be desired in maintaining equality of 
economic opportunity within the United States. Cartels and monopolies abroad 
are not regarded in tho same light as are restrictive trade practices and agrce- 
ments here. Evolution of an acceptable policy and workable mncans of enforcing 
it would not be casy. I don’t pretend to know the solution. Perhaps, an able 


commission, after careful study, would not find it, TI attempted to do no moro: 


than state an objective in the passages I have underlined in red on the enclosed 
reprint. 

1 recognize, atso, that the statcments in my speech might be interpreted to be 
an expression of pride in all things American, and an {utention to make over all 
peopics into our tinages. Actually, I hold no such vicws. _ Retigiona, traditions, 
social customs and practices, as such, to the extent they do not impair an indi- 
vidual’s right to make his livelihood in a free, competitive ceonomy, need not be 
affected iu any way. Any modification required by changed economic conditions 
would very ‘likely bo slow, depending upon education and acceptance of more 
modern concepts. This fs a vast subjcet, but I would not pretend that religion 
and customs have no bearing on the economic plight of the underdeveloped aroas, 
Nor do I advocate that they bo “Americanized,” except that I think they should 
have “{ree'’—-as contrasted to “totalitarian’’— -cconomies if tho point 4 objective 
is to be attained, I sought, at least, to hint at this attitude near tho end of the 
third column on pare 3. 

I agree that the problem is not cither Government grant-in-ald or privato 
investment, but a judicious and balanced combination of both. Your reference 
to Carlyle’s episode is apt—but I would counter that tho greatest favor we can 
do for the underdeveloped peoples {3 to hetp them establish for themselves a system 
where the dynamic forces of individual free man are unteashed In the economic 
development of the natural resources of the areas they inhabit, 

Sincerely, 
GEORGE MEeADER, 


Srracvuse University, 
Syracuse, N, Y,, June 7, 1951, 
Mr. Georoge MeEavzn, 


House of Representatives, Washington, D, C. 

Dear Mr. MeEapver: It was a real satisfaction to get your letter of June 1. 
While I had made my comment not on any assumption that your own thinking 
had missed anything that I might pont out, but rather In terms of how others 
might interpret what you had in mind, the time you took to wriling your letter 
was well spent as far as Tam concerned. It reinforces my carlier judgnient that 
you are pursuing with seeepiionel understanding an undertaking of. great 
potentialities, You have my hearticst best wishes. 

Sincerely yours, ae 
Paun WE. APPLERY, 


AMERICAN FEDERATION OF TABOR, 
Washington, D. C., June 7, 1951, 
Hon. Georas Mave 


R, 
House of Representatices, Washington, D, C. 


Myr Dear Conaressman: I herewith acknowledge receipt of your letter dated . 


June 5 with copy of H. R. 3798 which you introduced in the House of Represc nta- 
tives on April 23 and which appliea for tho creation of a Commission on Afd to 
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firtanlevetoped Atoas, Cogether with sh of an atdroae whlolt you detlvered tn 
the Mouse vu Topresentatives on April 29. 

TL weleomed Che references you made fn your letter to the prticls publiahert in he 
April May tasuio of Labora Monthly Survey entitled “Phe Road Alicad (oa 
Free Wor , ai tu thuan you Aaa mganitlig gle measure which you have 
airs atid whielt you fittoduced into the Congroas of the United Stated. 

fe anand Twill be ploased (yo comply with soir requeat to give your moaante 
vary Houahital aiut carol cunalderatfon, 1 feel auto we can extend to Cl out 

Gal eupport. Your bi deate with a aubject whitch bas et wccupes tig the 

y 


0 
altentlon of the adiifotatratura of or Governient and tnany Attierleaw ef{feotia 


aa well, 
Wet al good whales, 1 beg to reniatn 


fory ttuly youre, 
Wittiam Cliren, 


Meatdent, Amertean Federation of Labor, 


Pia berS 


Naaw-Karvinaten Conr., 
Detroit, June #4, (PAL, 


Ion, Qaonan Maapen, 
CWngresetonal Optee Rutlding, Washington, 1. C. 

Dean Congnrsauan Meapnn: We belleve that firing Se (aking any tangible 
ates for the liplementation of the pofat 4 program, Congeras ahuutd pace the 
Meader Dll for (he cetabllahinent of a ifpartteat: comiuleaton to (isveatigate and 
Mport on ways and incane tu remove bareler (oy Overecas private lnveattnenta, 

ly Dane ng foreign Investments on a business baste With approptiate guaran. 
(tea agalnet expropriation and with aseurance of conversion into dollars of annual 
return of auch [nveatments, the Amertean Caxpayors night well bo relloved of sn 
heavy Sivanielnh bunten Inherent fn the goveriinent-to-government formuta of 

tal. 
6 congratulate you for pau cunatructlye contribution to the potut 4 progestin 
aA Hamed tn (he Sleader bill. 
we beat wiehoa for your succose fy eocuring passage of yout proposal, 
Nincerely youre, ; 
CLAW, Wrrann, 


Reecttire Asefatant, 


: Thorn Detaore Kotson Co, 
Detrot, Altcad., July (0, (Das, 
Hon, Ceoraa Merangn, 
House af Representatives, Waadington, D.C. 

Daan Ma. Mranka: 1 wae very happy to receive a copy of your aptech on 
Awerlean foretan polley whtch Mr. Durbln wae kind enough ty afte ime. 1 note 
with particular infers the poeltlve and concrete approach that you have Caken 
to the problema of overseas development. Partleulatly outatanidlag te the effort 
which you have exerled to place empha on tho part of private autor in 
ipenienting the objectives of our fozelgn economies pollay. The Detrolt Hoard 
of Donmerce haa given considerable publleity on the major dovelupinente many 
fim have al made In expanditig thete overscas manufacturing (acilttlea, 

fowever, our ablifty here (n the United Btates ta do the fol) can boat be shown by 
intelligent and poditive action. 

Tat me comp Ned you for the wonderful progreea that you have mado fn thte 
direction and in furthering those outstanding objectives of your thinking, 


Since 
eye Farp A, Conprton, 


INTERNATIONAL Buainnas Mactinga Conp, 


New York, N.Y, July 18, 1051, 
The Honorable Gronax Maapgr, , oe 
Tha Howse of Representatives, Washington, D.C, 
Daan Ma. Muapsn: In Mr. Wateon’s absence, J am writing to erareen 
and thank you for your letter enclosing a reprint of your statement of April 28 
7 Congrees, introducing a bill to create a Commiasion on Ald to Underdoveloped 
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You have preacntetl a very cullitmshieuniye progratn for oHininating the barrlere 
to the tevelopent of the natural coaouecea of fhe untlerdeveluped ateaa of tho 
world, fain atite that thta Intersatlng approach do the point 4 progeain would 
comprlan an effective incana for combating the Influence of commitinlan by tee 
proving the cconomle and aoclal conditlone of the peoples of theao areas. You 
are to be congeatulatedd on your efforta antl fowleh sou continued atieccas in all 
yor enileavore, 

Vory truly saute, 

Cronus F. Rinaswar, 

Director of Keanamte Reassarch, 


MeOUnaw- Hien Poarnanona Co, tne, 
New York, NOY., May 4, (84e. 
Congroastnan Ceornin Mmaper, 
Congreas of the Untted Statea, 
flonase of Repreacntativea, Washington, DC. 

nan ConanraaM an Mranra: Thank you ee eet eine Beeuy t yenie apeceh 
fo the Tfotwe on April 23, calling for the creation of a Conuntaaton on Ald to 
Unideordovetopad Arcas, 

Tt aceitia (oO ine ovcocdingly Important that the polnt 4 progeams now getting 
tutes way ahoutd fave foctaed upon ft acme Intenes Uilnking., Polat 4 over the 
years could become aa big and peratactye as (he Marahall pian. it makes acnac 
that wo know what dircetton tt te taklig in tte lofaney, and we should certalnty 
fiatet, as you pout out, (hat theao overacaa Peer alne be keyed to private [nitta- 
tive, nol fo paternaliatlo goverment, operal{ig on a world-wide acalo. 


Cordially yottta, 
Kastore VV, Brin 


f now want to road a fetter from Me. Gunther I. Loading, chaleman of tho 
Hocloly of fnfependent Motlon Pletute Peottucers, view proaldent of the Motion 
Meture Industry Couneit, and vice proaident of the Walt Disney Produetlons, of 
Wirhank, Calif, On Jtne 20, 1951, he wrote ine as fcllowa: 


Watt Diner Paonvotions, 
Hurbank, Calif, Sune 20, 1046, 
Hoo, (ronan Mnave 


R, 
Houee of Repreaentatiors, Washington, 1). C. 

Tran Sin: DP dlesdeo @ thank you for your letter of June 6 last addressed to me 
with whiol was enclosed your specet before the House of Representatives delivered 
Monitay, April 23, 1051, ft road (hin addtoas with a great deal of Interest and 
favor your DHL A great deat inay be accomptiahedt in furtherance of ee 
based on (ho concept of deinocratle fate dealing, tree Suet rita, and the dignity 
of the tndividual Or, ac oxpreased at a recent cominittce hearing at tho moetiog 
of the United States National Comitaton for UNESCO, “have people talk to 
peapte.” LT inight add, “loaplro people to keaw people better,” 

Vorhapa ft nay not be thapproprlate (o ask yon how UNESCO and the National 
Commtatedon for UNESCO inight not dovetail ato the objectives of your bill, 


Reapectfully yours, 
Quatura It, Leastino, 
Chairman of the Society of Independent Motion Picture Producera; Vice 
Pesce Motion Picture industry Council; Vice President, Wall bianey 
uclions. 


Naaa-Kanyinatron Conp,, 
Detrott, June 8, 1951, 
Hon, Groran Mrapnn, 
House of Hepreaentatiece, Washington, 2). C. 

Dean Gronax: Lam abit latoin mehane Indi ninag yours of May t4 and the reason 
fe that tline for reading Is exceedingly raro these days what with civilian produc- 
(lon controfs and defense programe. ; 

I wanted to read your apecch and Dill so that I coutd comment intelligently. I 
ain greally impressed with your approach; In fact, I think [t 1s the anund method of 
promoting the point 4 program, and furthermore, I agree with you as to the great 
potential of that program. 

n tho fall of 1947, when T returned from a meeting of the International Labor 
Organization, I made some ataternents about the international aftuation that 
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resulted in Senator Vandenberg requesting me to testify before the Senate Foreign 
Relations Committee on the Marshall program. i 
Attached {s a copy of my statement at that time. I have marked the portions 
that bear particularly on your basto viewpoint that point 4 should be ecarricd out 
primarily through the stimulation orparete investment and the application of 
the ideas and methods that have produced unparalleicd abundance in America, 
Thanks for the invitation to drop in and discuss this when FE am in Washington. 
I don’t know when I will be there, but you may be sure that I will take advantage 
of your welcome invitation. 
Sincerely yours, 
° Grorcr Romney, 
Vice Prestdent. 


Burrovenis AppING MAcHINE Co,, 
ce : Detroit, Mich., May 28, 1951, 
Hon. Georce MEADER, 
House of Representatives, Washington, D. C. 

Dear Mr. Meaper: FE was very lad to have tho co y of your speech on 
American foreign policy which Mr. Durbin gave me, and to note the positive 
approach you have taken to the problems of overseas development. Particularly, 
I welcome your efforts to focus attention on the part of private enterprise In 
ioplementing the objectives of our forelgn economic poticy. 

you no doubt are well aware, much has been done along these lines by 
Detroit industry; and our board of conmerce has sought to make known, throug 
its weekly organ, the important steps many firms have already taken in expanding 
their manufacturing facilities abroad and in exporting thelr know-how. Only 
last week, New York representatives of the United States Council of the Inter- 
national Chamber of Commerce and Detroit business leaders met here to discuss 
these questions. 

To me, these are hopeful signs. They indicate a growing awarencss of the 
urgency of the task, They are evidence that private enterprice is attacking the 
problem at its roots. Much remains to be done in educating the business world 
to the need for action. Our ability to do the job can be proved In only one way— 
by actidn, At the same time, we can properly expect Government to take 
prompt steps in providing tax incentives, in negotiating treaties to removal of 
discriminatory legislation, and in impressing tactfully upon governments abroad 
their obligation to contribute to the climate of confidenge and stability upon 
which investment depends. ; 

You were kind enough to ask for my views. These brief remarks are enough 

_ ta Indicate how close they are to your own. 

Let me thank you again for your thought in sending the copy of your speech; 
and, further, let me congratulate you for what you are doing In promoting the 
significant objectives defined therein. ° 

Sincerely yours, 
Joun 8. CoLeman, President. 


NATIONAL ASSOCIATION oF MANUFACTURERS, 

, New York, N; Y., May 29, 1981. 

The Wonorable Geornce MeAveEr, 
United States House of Representatives, Washington, D. C. : 

Dear Mr. Meapen: I have read with the greatest interest your speech in the 
House of Representatives on April 23 in connection with ald to the underdeveloped 
areas of the world, I was particularly heartened by your expression of opinion 
that the job is primarily one for private Initiative and enterprise. 

The association, as you know, evinced an early interest in the point 4 program. 
Shortly after President Truman’s announcement in his inaugural address, January 
1949, a delegation from the association called upon him to pledge cooperation in 
its development. In March 1949, under our consultative status with the Evo- 
nomic and Social Council of the United Nations, we submitted to the Secretary- 
General a study entitled, ‘Capital Export Potentlalitics After 1952.” In May 
1949 the association addressed a study, The Bold New Plan: A Program for Under- 
developed Areas, to the United States Government, in which recommendations 
were made which, if carried out, we felt, would assure a successful program. 
enclose a copy of an excerpt from this study for your information which oatlines 
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the measures which the United States Government might (ake or sponsor In 
carrying out the program. 

The association has consistently pointed out that primary responsibility for 
economic development in other areas rests upon private initiative. This funda- 
mental ocumr on must be emphasized and reemphasized. Reliance on any 
other hope will lead to disappointment and disillusion. 

Many thanks for having sent me a copy of your speech. I enclose a list of our 
international relations committee and advisory group who, I am certain, will be 
most Interested in your remarks. 

Sincerely yours, 
Earn Bunting, 
Managing Director. 


Tus Procter & Gamat Co., 


Cincinnati, Ohio, June 26, 1951. 
Tho Honorable Geornce MEApER, 
House of Representatires, Washington, D. C. 


Dear Mr. Meapenr: This replies to your letter of June 13. 

I am very much in sympathy with your view that If the point 4 program fs to 
be carried out, greater emphasis should be placed on carrying out important 
phaser of it through private enterprise channels rather than through Government 
channels. 

I belleve that the Commission which you have sponsored would help to do this, 
therefore, the Commission would seem to be a good thing. 

In my judgment, not only should as much as possible of the pofnt ore Tam 
be carried out through private enterprise channels, but also attention should be 
given to getting more small-business men interested In projects which would 
contribute to the economle development in other countries. 

Unfortunately, small-business men in America do not have the same facilities 
for finding business opportunities in other countries which large businesses have. 
If our Government could find the means of helping small-business men in the 
United States to find business opportunities in other countries, I believe that 
that in {itself would make considerable contribution to the point 4 program. 

Sincerely youra, 
Water L. LINGLE, Jr. 
Vice President. 


Trust Territory oF THE Paciric_ [sianps, 
Orrice oF THE Hicn ComMisstoner, 
June 2, 1951, 
Hon. GEoraE MEADER, : 
House of Representatives, Washington, D.C. 

My Dear REPRESENTATIVE MEADER! Thank you for sending me & copy of your 

fine specch. 
If a commission could be set up with the problem of thinking through the posst- 
bilities of point four some great mistakes would be avoided in developing a senti- 
mental and statesmanlike {dea into an actuality. Therefore, your commission 
{dca has great merit. 

There Is some phase of point 4 in practically everything we have to do in the 
administration of the trustce fslands, but there {s hardly a place for us under the 
projected organization should it ever become law. Our people are so few, and so 
widely scattered, and so limited in economic possibilities, that any thought of a 
quick returri ls out of the question. I am going to kcep your talk very close to me 
perallse it contains much which we may on a very, very small scale translate Into 
action. 

Thanks again for writing. 

Most sincerely yours, 
E.sert ~—. Tirosas, 
High Commissioner, 


— 
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Tunnett & TuNNett, 
Ceorgetown, Del., June 11, 1951, 
Hon. Gtorce Meaner, 
House Office Building, Washington, D.C. 
Dear Geonce: Your letter of June 11 has just been recelved. 

I nays gone over, rather carefully, your bill and yours h. I think your Ideas 
are g and hope that {t might dl packed for you to get this bill through fn 
some form. I think possibly, if I any suggestion to make, it would be with 
reference to a report of the Commission either to the President or to the Prealdent 
and to both Houses of Congress. It might be well to consider whether {t would 
be ee to have a provision that such a report should be made within a 
8 me. 

PT knew of your being a Member of Congress and have, at diffcrent times, thought 
of writing you. I don’t believe I have done 20. We are pretty busy here at this 
time and perhaps I may be forgiven for being a little lax In my social practices. 
However, I often think of you and wish you the greatest success In your con- 
gressional activities. 

Thanking you for your thoughtfulness, I remain, 
Very sincerely youra, 
TUNNELL & TUNNELL, 
Jaurs M. TUNNEtL. 


Essux, Conn., June 18, 1951, 
Hon. Gronat Maver, 


House of Representatives, Washington, D. C. 

Dear Mr: Meapen: I was tremendously interested In your bill to create a 
Commission on Aid to Underdeveloped Areas. This proposed commission {s 
one of the most Imaginative and constructive proposals that has developed {n 
many months, and I wish you the best of food uek with It. 

_ TL agree with you that our biggest need right now is to develop a more positive 
approach to world affairs. A vigorous rearmament program Is absolutely essen- 
tlal. But certainly we cannot expect to solve the problems of the future with 
atom bombs, tanks, and B-36's. 

A strong military defense will hopefully deter Sovict aggression and give us 
the time and elbowroom In which to tackle the basio problems on which the future 
of the world must id Sa But wight now as I sce It we are in danger of confusing 
amilltary polfoy with a foreign po loy itself. 

have made many speeches on this general subject {n the last 60 says to many 
different kinds of audiences, and I have been neepyy impressed with tho Interes$. 
I believe that the people are willing to go much further in support of positive 
programs than they have been asked to go so far. And this goes for all groups 
regardless of their economfo atatus or thelr attitudes’or ideas on domestio policy. 

am enclosing an article which I wrote fot the New York Times recently which 
covers this aublect Also a pamphlet, Atom Bombs Are Not Enough, which 
includes a speech which [ gave recently in New York. As you will sce my own 
ideas are very close to your own. . 

If there is ever the stehtest thing I can do to help you push some of these 
concepts forward I hope that you eall on me. : 

With my best wishes, 

Sincerely, 
Cuestzr Bow ea. 


New York, N. Y., July $, 1951. 
The Honorable Groncz Maapea, 
Congreas of the United States, House of Representatives, 
Washington, D. C. 

Dean Mr. Conoresswan: Please accept my thanks for your June 14 letler 
enclosing your address before the House when introducing your bill to create a 
Commission on Ald to Underdeveloped Areas. 

While I Hhorouanly agree with your repeated emphasis on the fact that the 


development of natural resources of underdevelo areas must largely be 
accomplished by private enterpere I am somewhat fearful that a Commission 
such as you 8 would find it difficult to make an adequate Investigation of 


yo 
this situation, which, in effect, would necessarily have to comprehend & survey 
of the entire world economy and the economics of each area. In this connec- 
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tion, I respectfully urge your perusal of my testimony given to the Foreign 
Affaire Committee of the House on October 6, 1949. 

Ineldentally, I doubt that any cominission could get very far in convincing the 
reat of the world to go along ¢ th of individual] endeavor such as made this 
Nation great, when we are, ourselves, departing so rapidly and largely from this 
sound principle. In other words, the first step must be the setting of a good ex- 
ample by the United States. 

With assurances of my high catcem, Tam, 

Faithfully yours, 
Spervitte Braven, 


Mavenice, Putnam & Putnam, 
San Antonio, Ter., June 26, 1951. 
Hon. Grorar Meraper, 
‘ouse of Representatives, Washington, 1D. C. 

Dear Mr. Meaper: As a Democrat and former Member of Congress I am 
plad to endorse your bill {o create a Commission on Ald to Underdeveloped Areas. 

here isn’t the slightest doubt that your belicf of a positive foreign policy, “rather 
than the negative policy” in reference to communism, is the beat. Of course, we 
should have strong preparedness and always be willing to go to war if absolutcly 
essential. The polnt 4 program and all positive measures should bo greatly 
expanded, and, as you say in your speech, “wo must embark on a bold new pro- 
gtam for making the benefits of our sclentific advances and industrial progress 
available for the improvement and growth of underdevcloped arcas.”’ 

As Chairman of the Smaller War Plants Corporation I catablished the technical 
advisory service for all small businesses, or any business for that matter, and dur- 
ing World War IP it was a hugo success. I suggested It internationally also, and 
it met with enthusiastic International response from all nations. 

As you intimate, the voluminous literature of the point 4 program has not 

Hed out very much, and, as you say, the American people must be for it and 
the ableat minds must work for it, 

In writing you this Tam not criticizing my own party, nor praising the Repub- 
lican—TI am only writing to compliment and congratulate you on your exccilent 
move, and I assuro you that ({f there Is anything I can do I will do so. 

With best wishea, Iam 

Sincerely yours, 
Maury MaveEricr. 

(Written in longhand as a postscript:) 

Your {dea will savo millions of lives, will benefit the whole world and help your 
own district, too. at 


Tae Awmentcan Pottticas Science Review, 
Orrice or tHE Manaaina Epitor, 
Duke University, 
Durham, N. C., June @, 1951. 
Hon. Grornar MEApvER, 
House of Representatives, Washington, D. C. 

Dear Reeresentative Meaven: I was pleased to receive a day or two ago, 
your letter of May 17 and the enclosed extracts of your speech from the Con- 
GRESSIONAL Recorp. I have discussed the proposal which you mado with certain 
of my colleagues and wo were favorably impressed with the detalls of your plan. 

If your bill should be passed, I would be most happy to make one or two aug- 
gestions regarding mombership of technical personnel on it. I particularly feel 

t the American Political Selence Association has some members who would 
be of great assistance to auch a Commission. 


Sincerel ure, 
v9 Tarior Cour. 


8. ee 
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Yate University Scuoon or Law, 
New Haren, Conn., June 19, 1951. 
Tho Honorable Grornr Meaper, 
House of Representatives, Washington, D. C. 

Dear Mra. Meapen: [ want to congratulate you on taking the initiative in 
introducing a bill to create a commission on ald to underdeveloped arcas. 

I think the time is more than ripe to bring all of our experience to bear on thy 
problem. 

By giving aid to underdeveloped areas, Iam sure you are right in foreseein 
that wo can make an effective demonstration of our basic policy objectives, an 
show ina constructive way what we can offer the world, 

Very truly yours, 
Haroup D. Lasswki. 


Tun University oF the State or New York, 
Tne Srare Evucation Derartient, 
Albany, June 8, 1951. 
Hon. Grorcs Mraven, . 
House of Representalices, Washington, D. C. 


Dear Conaressaan Mraper: I have had the pleasure of reading your specch 
in tho Concnrastonat Hecorp on April 23, 1951. It seems to me that our Gov- 
ernment has already been following an affirmative foreign policy through its pofnt 
4 program, which {s designed to affect favorably the long-range interest of the 
United States through teaching other people how to help themselves. 1 grart 
that the program is to be carried out through Federal funds under the leadership 
chiefly of the Department of State, De that as it may, teaching people how to 
use machinery, how to industristize their own economies fs in itself an excellent 
program. It will help to raiso the standard of living, reduce the cffectiveness of 
subversive ups in the countries concerned and increase the trade of those 
countries with ourselves, : 

You sce I am entirely in accord with the point 4 program as I understand ft, 

IT am equally in accord with the proposals which make for a dynamic policy 
which makes {t possible for private capital in this country to undertake long- 
range cconomic programs in} those countrics whero ratsing the standard of living 
will have substantially the samo effect as the point 4 program is designed to secure, 
The advantago of such a program Is that it will obviously inercaso the opportuni- 
ties for Investment and trade abroad, secure the Interest in forcign countries in 
the development of their own economies, I trust, on a private cuterprise basis, 
At any rate, it should havo the effect of preventing the development of cartel 
controls and of Government batgaining, both of which are so restrictive of in- 
ternational trade. 

Lam frankly in favor of your proposal and trust that a commission on ald to 
underdeveloped areas may be established aud that the findings will bo such that 
they can be put into effect. 

Sincerely yours, 
* Avpert B. Corey. 


University or Mtcuioan, 
DrpaRTMENT OF Potitican SciENCE 
Ann Arbor. 
The Honorable Grorce Meaper 
House of Representatives, Washington, D.C. 

Dear Grorae: I have found the time to look over your address on foreign 
potley somewhat more carefully and I congratulate you.on a very careful presen- 
tation, logically and clearly done. I believe you have convinced me that we necd 
a commission similar to the one you propose. While I was reading your speech, 
I was called from Washington and as to testify before the Senate Committee 
on Expenditures which is having hearings on.the Hoover Commission proposal 
to study this question. I think therefore thero {s considerable interest in tho 
matter and maybe we can get somewhere with a Rood proposal. I don't have 
the time now to go over all of the detalls of your bill in this letter, but on the prin- 
cipal point I am, I believe, now convinced that, we need a study independent of 
the agencies now handling overseas affairs although their participation and 
testimony would, of course, be essential. I am a little worried that we could not 
get a commission of high caliber and between ourselves, I was never very enthust- 


} 
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astic about the congressional contingent on the Hoover Cominission. With the 
exception of Crakence Brown, who worked hard and conscientiously, the others 
were pretty mitch a total loss, The work on any such commission, if it is to be 
done, will be done by publle members and any prestige which attaches to their 
recommendations necessarily arises from the quality of (ho membership. 
Cordially yours, 
James K, Pottocx. 


Yate University Law Scuoot, 
New Haren, Conn., June (8, 1951, 
Hon, George Meraper, 
Congress of the United States, 
House of Representatices, 
Washington, D.C. 

Drar ConaressMan Mbaver: | have your letter of June 9 and your enclosed 
speech on the Commission To Aid Underdevetoped Areas. I think that your 
proposal is a grand one and wish you success on it. 1 agree that we shoul be 
mitch more Bhyrecaivels formulating 8 positive policy atong the lines you intlicate. 

When you formulate another version of the pros agendas it twnight win 
fricnids to include a nuaber of points on how to ease the impact of such a program 
on the recipfent countries. 

With thanks and good wishes, 

Sincerely yours, 
Myres S. McDovoar. 


Tue Covrter-JourRNat, 
Tne Lovisvittr Times, 
Louisville, Ky., May 15, 1951. 
Hon. Grorae MrADER 


’ 
House of Representatives, Congress of the United States, 
Washington, D.C. 

Dear ConaressMan Meaver: Thanks for your lettcr of May 10. I have 
read with interest the speech which you delivered before the House of Repre- 
sentatives on an affirmative American foreign policy. I thoroughly agree with 
you that this country would be wise to develop and encourage the concept of the 
point 4 program. I have long had the feeling that our foreign policy is too nega- 
tive and based too much on trying to nulify the effects of various Soviet actions, 
The sort of program you suggest would put us out front with an aggressive Idea 
for improving world conditions. I hope that your proposs! will arouse SUpD Or 
from, other Members of Congress, and I will watch with interest the develop- 
ments that may occur. : 

Yours sincerely, 
Barry Bincnam. 


Josrrn anp Stewart Aso 


P, 
: Washington, D. C., May 14, 1951. 
Representative Georar MEApDER, 
Congress of the United Slates, Washington, D. C. 

Dear Mr. Meaver: Thank you for sending me the statement you made on 
the floor of the House about underdevelo areas, I found it extremely in- 
teresting, and I heartily agrce with many of the points you made. 

Yours sincerely, 
Stewart Absop. 


New York, N. Y., June 1, (981. 
The Honorable Georar Meaper, 
Congress of the United States, House of Representatives, 
Washington, D.C. 

Dear Mr. Meaver: I have now had an opportunity to study your speech of 
Monday, April 23, and hasten to say to you that in my opinion ft is an example 
of the type of statesmanship which so seldom is reported in the press and, un- 
fortunately, even less frequently onthe radio. You have made a brilliant analysts 
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of one of the major problems confronting us and you have Propssed an eminently 
practical solution. ‘Thank you for giving me an opportunity of reading ft. 
Sincerely yours, 
Eo Murrow, 


{Citizen Patriot of Jackson, Mich.) 
REPRESENTATIVE MEeEapER'’s PLan 


The proposal of Representative George Meader, of the Second (Jackson) 
District, that private industries be given a major role in the development of 
backward countries throughout the world merits serious consideration. 

Representative Meader would create a bipartisan commission (modeled on the 
Hoover plan group) to study the whole problem of afd to underdeveloped nations. 
His plan differs from the so-called pofnt 4 program of President Truman in that 
the President urges a Government-financed, Government-run set-up. Meader 
would have his commission draw up a master plan, then give to American business 
the job of building factories or developing mineral and farm Iand where needed. 

Native workmen would be trained, native capital would undoubtedly partici- 
pate and new leadership would be generated that would spearhead self-operated 
programs in the individual countries. 

ere are three primary advantages in Mr. Meader’s plan over Prestdent 
Truman’s point 4 program in its present form. First, it would etiminate the semt- 
socialistic aspects of point 4. Second, it would build up and reinforce the concept 
of free enterprise in nations that we must depend on in our ideological struggles 
against communism. And third, it would be financed largely with private capital 
instead of tax dollars. 

A fourth advantage—one that might ultimately be the key ono—is that Meader 
would replace the too-often-fussy planning of bureaucrats with the hard-headed 
common sense of practical businessmen, men who would have to make the projects 
succeed or lose their jobs. ; 

The greatest handicap that Meader’s plan would face, as we see it—aside from 
the fact that it Is offered by a minority party member—fs the twofold job of 
erasing the widespread antipathy in other lands against foreign capital and 
“exploitation” and eliminating the fear among American businessmen that they 
would build up a successful enterprise only to have it selzed by the government 
on some pretext or other. 

He offers programs to solve these problems; whether they would succeed re- 
‘mains speculative, although there is diet Pera to hope so. 

seed chances of prseulauye eader’s plan being adopted by the 


Democratic majority at this time are slight, that does not mean it should be 
Pissonholed and forgotten. Development of all countries in the world to a 
point where the people are prosperous, happy,-and self-sufficient is one of man’s 


most challenging dreams. Many feel it is the greatest hope for eventual world 
rta nly, if the have-nots are eliminated one major cause for war will 

ve gone by the s. 

The principal opposition to any such suggestion usually comes from those who 
say the people Represcntenlve Meader and President Truman seck to ald are 
larxely incapable of helping themselves. They assert that any money we spent 
would just be-poured down a rat hole. 

It’s all too easy for us to forget that there was a time when tho United States 
was nothing but undeveloped land. Forefgn capital financed the Mayflower, the 
Virginia Colony, Pennsylvania, Maryland, and all the rest. 

ur Nation didn’t grow and evolve In a day; in the process it had a full share 
of help. It’s well to note, too, that practically all of this foreign capital came 
from private investors. - 

The Meader program fs well worth keeptng alive and supporting to the fullest 
extent. It’s objectives may be far distant, but they form a goal that is worth 
working and waiting for. 


[Detroit Free Press of Tuesday, Jaly 17, 1951) 
A Bitt to Ger Facrs on Pont 4 


espa water, bringing fire in its wake, had visited dire disaster on Kansas 
iCity. It could have been prevented. With adequate flood contro! the whole 
tragic, desolating horror would have been avoided. 


' 
f 
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Flood control costs billions. So does elimination of erosion and dust bowls, 
reforestation, slum clearance, edequalo hospitals and institutions for the insane, 
and all the other vast works which must be done before America will be secure 
against vicissitudes. 

Until it Is so, any talk of the United States setting out to remake the world— 
as President Truman docs when he speaks of his Polnt 4—1Is fatuous, puerile non- 
sense. Before we -undertake to provide each Hottentot with a daily quart of 
pasteurized milk, our own house must be set in order. 

That Is why his Capito! Hill collcagues should give carnest consideration to a 
bill introduced by Representative George Meader, a new Member of Michigan’s 
Republican delegation in Congress, 


WOULD SHOW ADVANTAGE OF AMERICAN WAY 


Meader concurs with the President that large portions of the earth's surface 
need what Mr. Truman referred to in his inaugural address as “the benefits of 
our scientific advances and the industrial progress available for the improvement 
and growth of undevelo areas.” 

He agrees also that the President was right when he said that “their poverty 
is a handicap and a threat both to them and to more prosperous areas.” 

Where Meader stops {s at the administration demand that billions of dollars in 
American tax moncy be used as the magic wand with which it aspires to transform 
bithied fons into Edens. 

fore the necessity for doing that is accepted the Michigan Congressman 
would find out exactly why the workings of private enterprise rather than exported 
socialism can’t be made to do the job. Very pertinently he said: ? 

“(Just as the United States miraculously outstripped state-controlled cconomies 
in war production in World War II by calling upon the immense store of energy 
and initiative residing in a free people, we can demonstrate the superiority of the 
free enterprise system over state ownership and management in developing the 
world's natural resources for the benefit of its people.” 


NOBODY HAS BOTHERED TO DISCOVER THE TRUTH 


Admittedly there are hindrances to that. A major one is tho political uncer- 
tainties which makes private capital hesitant to undertake ventures abroad. 

That {s exactly where Meader’s bill comes in. [t would create a nonpartisan, 
nonpolitical body modeled on the Hoover Commission to exploro existing barriers 
to the exercise of American initiative in lands where Mr. Truman would activate 
his hit-the-taxpayers point 4. 

It is the obvious beginning point. Until the bars to private initiation of our 
“scientific advances and industrial progress” in undeveloped areas are precisely 
known they cannot be removed. 

And until we know to what extent they can be done away with neither Mr. 
Truman nor anyone else can vouch for the validity of his point 4 concept or any 
part of it. Yet until Meader introduced his measure no one, Mr. Truman least 
of all, ever bothered to find out whether there was even partial justification for 
the point 4 Idea. 

rene is why we say Meader’s colleagues ought to give his bill their serious 
attention. 


(Democret and Chronicle, Rochester, N. Y., for July $, 1951) 
Point 4 DANGERS 


Enthusiasts for the point 4 principle of lavishing American technical and 
financial assistance In backwaid countries to help raise their standards of living, 
have been cooled off a bit by recent evidence of {ll will toward America in parts 
of the world whero they had expected to launch their experiments. While this 
ili will fs largely manufactured by propaganda of Communist origin, it is none- 
theless a barrier to large-scale ald pro; s, at Jeast for the present. 

Representative George Meader, of Michigan, aims to get around this barrier 
by introducing a bill to set up a commission to survey the point 4 program with 
a special view to carrying It on through the private enterprise system, and less 
through the Federal Government. His idea, apparently, is that point 4 would 
be an irresistible temptation to the Government planners and spenders, unless 
checked by level-headed businessmen. 
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The question that occurs to us fs whether private enterprise will warm up to 
the project after seeing what has happened to foreign investments in China, 
Tran, and other. places where our capital has ventured, It docs not take much 
to ¢ nge Icegitimate investments into the charge of exploitation. American 
money invested in large-scale foreign projects becomes imperialism when it 
begins to return a profit. Wise and sympathetic management may evade this 
danger, as our oil interests have done thus far in the Arabian region, but it seems 
doubtful that any large-scale foreign program can safcly be projected on this 

313. . 

First-hand observers have advised that we extend our help only after requests 
from foreign governments for definitely specified projects. If, even with the 
best intentions, we try to force our help, whether of techniques or of money, we 
are likely to run into difficulties. 


(Saginaw (Mich.) News of April 25, 1051} 
Hanpiino oF Point 4 Can Be Done SeEnsisiy 


Representative George Meader, Michigan Republican from Ann Arbor, has 
proposed 8 bipartisan commission to study and Investigate the problem of aiding 
underdeveloped areas under President Truman’s point 4 program and to formu- 
late plans and recommendations from time to time. It would be a continuing 
commission, composed of 10 members named by the President, six from private 
life and four from the executive branch of the Government, two Senators named 
by the Vice President, and two Representatives named by the Speaker of the 

ouse, In each category, not more than half could be from the same political 


party. 

Representative Meader would-apply point 4 money in the traditional Ameri- 
can way—to help the peoples of the underdeveloped areas to help themselves, 
rather than to try to do it for them. He makes a strong argument for such 
treatment of point 4 funds: 

“Let us reaffirm our faith in the economic and political philosophy upon which 
this Republic was founded. Let us believe that the liberation of the forces of 
the human soul which conquered our own wilderness and harnessed the. forces of 
nature for the benefit of ourselves and our posterity can likewise be employed for 
the benefit of peoples who only now are emerging rom the shackles of feudalism 
and slavery. Let us act in that faith. With humility and anxious to absorb 
the many advantages of the culture of the peoples whose material lot is less 
pleasant than ours, let us offer to contribute the pioneering, courageous, enter- 
prising spirit which is our inheritance. But let it be the voluntary and sporta- 
neous contribution of the American people in a self-sustaining, mutually benefictal 
economic movement. Let us not adm{t decadence and impotence in the free- 
enterprise system through engaging in state-owned, tax-supported, proprictary 
activities reminiscent of the totalitarian socialism we abhor.” =~ 

Representative Meader's plan calls for the creation of conditions In the under- 
developed areas that will attract private investment, not merely the hand-out 
of American public money, at the expense of American taxpayers. It is op 
to the practice of making loans to foreign governments, which tend to put those 

overnments into private business, in competition with private businessmen, and 
drive away private investments. 

Willis H. Hall, secretary of the Detroit Board of Commerce, pointed up the 
danger in loans to foreign governments when, on his return from a trip to South 
America, he urged the United States to gell more machinery to South American 
countries. He quoted President Peron of Argentina as saying that the United 
States is giving too much money to foreign governments. Peron was quoted as 
saying: When this fs done, the money is used mainly for political purposes.’ 
D opetor uan Peron certainly shoutd know what he is talking about when he talks 

1is matter. . : 

‘Administration reaction to Representative Meader’s proposal will be interesting * 
towatch. Ifthe administration is sincerely anxious to help underdeveloped areas, 
it is difficult to figure a better way. - 

- But if the administration is more anxfous just to spend American money, 
keeping control of that money for use where it feels it will do the most politica 
goods, and promoting socialistic development ip those areas, rather than the 
\merican enterprise system, it will hardly show any interest in a bipartisan com- 


fon. oT sof te “. . ‘ 
If that is the administrator's idea of point four, it will prefer to turn its adminis- 


tra tion over to Dean Acheson, as ident, Ayuman recently announced his 
ntention of doing. j 
3 / an 
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(Nashville Banner, July 7, 1951) 
FREE ENTERPRISE FOR POINT 4 


A new and affirmative approach toward a more practical point 4 program for 
aid to underdeveloped countries has been suggested by Representative GrorcrE 
MeADER of Michigan. The proposal, which he already has introduced in the 
form of a bill, would attempt to shift the free democratic peoples onto the offensive 
in their Ideological combat with totalitarianism by carrying out all aid in the 
American spirit of free enterprise. . 

Such an approach, {f adopted, would be a vast improvement over the present 
Truman plan which amounts to little more than a technical-assistance program 
and which threatens to become a rathole into which increasing billions will be 
poured with little or no results. Several countries even have rejected assistance 
offered them on the present terms either because they didn’t like its charitable 
nature or because they suspected our State Department of wanting to Introduce 
social reforms inimical to their intefests. 

MEADER points out that the current ald programs which are financed by the 
American taxpayer and managed by Federal bureaus can accomplish only a very 
small fraction of what can be done through employing the uniquely successful 
American principles and techniques of the free-enterpriso system. He thinks 
the Government’s role should be one of seeking to creaie the climate in which 
private enterprise can do the job of developing natural resources; that it should 
orm a plan to provice against expropriation of property of nonnationals without 
fair compensation; that it should prevent overreaching, exploitation, and monopo- 
listtc trade practices to insure free and open competition, but that it should not 
engagé In proprietary undertakings nor make extensive grants of public funds. 

Congress should reaffirm its faith in the cconomic and political philosophy upon 
which this Nation was founded and give the bill its carly attention. Only stupidity 
and folly are behind the present policy of admitting decadence of the free-enter- 
prise system through engaging in state-owned, tax-supported activities which 
resemble so closely totalitarian socialism, The positive point 4 program advocated 
by Congressman Meraner will represent a voluntary an spontaneous contribution 
of the American people to a self-sustaining and mutually beneficial cconomic 
movement. 


(Saginaw (Mich.) News of June 21, 1951) 
Point 4 APPLICATION 


For a freshman member of the minority party, Representative GeEorce MEAvER, 
of the Second Michigan District, is attracting more than a little attention in 
Washington and laying the foundation for some constructive legislation in the 
future, if the ranks of the Fair Deal spenders are further reduced. 

His latest contribution is a bill to create a study commission to survey the 
pofnt 4 program for helping underdeveloped and_ underprivileged areas of the 
world, with the view of doing it more through the private enterprise system, 
less through Federal Government hand-outs all over the globe. 

With the present complexion of Congress, it is not likely Representative 
MeavER will get very far immediately with this bill. 

But with growing dissatisfaction over tho administration’s attempts to hide 
point 4 money in both military and economic aid for foreign nations, there is a 
chance some of the principles of the bill may be felt before final action is taken 
on, the $8,500,000,000 which President Truman has asked for his omnibus foreign 
aid pur 


g, . 
Development of underdeveloped areas of the world has never becn opposed by 


private enterprise in this country. In many instances, it isn't too popular wit 
the people of the underdeveloped arcas themselves, who like their own old-fash- 
ioned methods of doing things and are skeptical of new ideas brought from abroad. 
In those countries which really desire mprovement in their agriculture, their 
industry, their health, and their utilization of natural resources and which provide 
the proper political climate in which foreign investments can flourish, the job can 
one better by private enterprise methods than by Government agencics 
whose principal interest is perpetuating their own jobs and spending Uncle 
m’s money. 


BW ere te 


ao 
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Farenpa Mretina of Waatinaton, 


Washington, 2. C., dune 6, (05t, 
The Honorable Gronan Mranre, 
House Office iutlding, Washington, D.C. 

Dean Mr. Mravxn: Thank you for your Ictter of May 20, enclosing a roprint of 
the statement which rou mado on the door of the House when yout introduced a bili 
to create A Comnifasfon on Ald to Underdoveloped Areas. 

wieh to commend you on the bill which you have fntroduced and on tho state. 
ment which you made Supiror tive (ho bi lt acems to me that your plan offers 
an opportunfty for real etatcamanship in bipartiaan foreign policy at a highly con. 
structive level, 

Tho Idea of bipartleanahip in the Commission which you propose tse good one, 
and FT should like to seo that almilar [doa extended to fustico that ald would be 

{ven to underdeveloped arcas of tho world, without regard to polltical considera- 
(lone, Tam aware chat if may be more dittonlt to avcture ik sroval for auch a 
ey dated Ut tho ald offered by our Government ts free of poll. leal attachtenta 

ut He will fall tt ie humanitarian and constructive Purpose tntoss it can be offered 
freely to all areas where there is need, 
Rincerely yours, 
Hxnnkar M. Hanrny, 
Meeling Secretary. 


SOUNTY OF Los ANGELES, 
Roary or Surnrvisoka, 


Log Angeles, June 19, 105!. 
Congressman Qeonan Meapen, 
House of Representatives, Washington, D.C. 

Daan Conanssaman Mrapen: Whilo I havo not had tine to atudy and analyse 
tn detail your Aprll 23 apecch and tho Sroominanyine Dill, 1 aeema to me your 
princtpte fs thoroughly sound, FE hope you will press perelstently for enactmiont. 

urned from a atudy tour of Jordan and laracl fast month and [am convinced 
that, in Jordan, for oxaniple, whero (echnical guidance ta needed, great strides 
could be mado tn large-scale Urigattion with the help your Comunteton could pro- 
vide, Atd such dovelopmont would havo a far-roaching offect (o etabiiize the 
potentially explosive Near East and Middlo East, Many other oxamples In other 
parte of the world could be elted. 

Very cordially, 

Joun Anson Forn. 


New York, N. Y., June £2, 1981, 
Repreeentative Groran Meraven, : 
Congress of the United States, 
Howse of Repreeentatiocs, Washington, D.C. 

Dear Conanrsaman Mrapzn: I was very happy to recatvo your letter telling 
about your introduction of a@ bill in the House of Repreeentatives to create a 
commision to ald underdeveloped arcea, nee I congratulate you upon this 
approach to a tive foreign policy for tho United States. I agrceo with you so 
heartily that this ts a far more effective way of contaloing comtnuniem than all 
the coercive legislation that could possibly be , 

Tt acema to mo that we havo a0 much to give In technical ability and creative 
imagination in thts sountyy that it is important wo mako the world roalize what 
America can do and what it really Is and means to her citizens. 

I wish you luck with your suggestion. 

Sincerely yours, 
Mra. Hznar G. (Aanes) Leaca. 


Lartus, LeSourp, Pauuxr & Scort, 
Seattle, Wash., May #9, 1951. 
Hon. Gonna Maven, | 
euse of Representatives, Washington, D. C., 

Dear Ma. Meavgr: I acknowledge receipt of your letter of May 21, enclosin 
reprint of the statement you made on the fioor of the House in connection wit 
your bill to create a commission on aid to underdeveloped areas. Ihave read your 

t 
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“i 


TIME MUTUAL SECURITY PROGRAM 817 


romarka and the bill with genuine infereat.  T think definitely that [tls a step in 
tho right direction, ‘To what extent, if anys it overlaps of differs In basic policy 
from tho recent repors of the committee headed by Nelson Hockefeller P havo 
not been alle fo determine from a cursory reading of both your statement and the 
latter comnilttoo’s report, 

Thero ia no dowbt In my mind that something along this Hoe is badly needed, 
and 1 certainly ath happy to give it my support iu principle, 

I have recoally returned from a round-Che-wurld trip and over a perlod of the 
last 20 ycara, havo travelod extensively in foreign countrics. Lagroe 100 percent 
that wo need a foreiga potloy which fs casontlally positive, rather than negativo, 
Mero contatiment Ie not enough, 

Please tet mo know tf there fa any tiing Teandotohelp,  Ehave many frlends in 
both the Scnato and tho House, and will bo glad to do whatever I can, 

Sincerely yotirs, 
Flsnarrat S. Gsrras. 


Puitapetpata, May 24, 1051. 
Iton. Gronan Mraprn, 
House of Repreeentatives, Washington, D.C. 


Dean Ma. Meapvrn: I wish to acknowledgo your letter of May 21 together 
with tho copy of your speech on an affirmative American foreign policy as appeared 
in tho Cononxasionan Recorv. Your suggestion of creating a bipartisan Com- 
mission on Afd to Underdeveloped Areas under tho point 4 program Is splendid, 
100 hase, Brevared a fino argument on [ts behalf and I certainly wish you succces 
n your offorts. 

n Monday 1 am flying to Europo by TWA for a month, otherwise it would 
be a pleasure to call on you and diacuss your Ideas. After iny return I may 
possibly havo an opportunity to do this, 

With very best wishes, I remaln, 

Sincercly yours, 
Micttann Francis Doyws. 


Los Anories, Catir., July 6, 1951. 
Hon. Groras Mxapzn, | 
Houee of Representatives, Washington, D. C. 
Duar Sin: I have roviewed your bill to create a Commission on Afd to Under- 
doveloped Arcas and tho underlying principle of your bill Is much better than 
tho underlying principles of the present law providing ald to underdeveloped 


areas. 

My obscrvation {n foreign countries where ECA has been tn existence is that 
tho funds havo been used in the main to dovelop Government-owned Industries 
and othor semlsocialistic institutlons such as cooperatives, ctc., and nothing has 
been dono to foster private competitive entorprise in these countrics. The net 
result of the operations to date has been to atrongthen cartels and other such 
institutions which aro Inimical to the private competitivo enterpriso syatem and 
it has dono much ‘o hold back the ceonomic development of Europe. 

A program designed to ald the private compctitive enterprise syatem In foreign 
countrica and by the same token ald underdeveloped areas would go a tong way 
toward accomplishing what these funds should accomplish. Your bill is [n the 
right dircetlon, 

Very truly yours, ’ 
FE, 8. Hartwick. 


New York, July (#, 1951, 
Hon. Grornoxn Meaprr, 


Congress of the United Slates, House of Representatives, 
Washington, D. C. 

Dear Conoresswan Meapen: I have read your April 23 statement which 
you were kind enough to send me with a request for comment. 

My persons reaction is that you are on solid ground. There has been a con- 
siderable aucccasion of official reports laying out plans and programs for develop- 
ment of so-called underdeveloped areas abroad. All of theac, I believe, have 
- mentioned “obstacles and hasards Presently inhibiting the development of the 

natural reeources of underdeveloped areas through the efforts of private citizens 
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and companies and the investment of private capital.’’ Then they go on to use 
the existence of these obstacles and hazards as a proof that government grants 
and loans are necessary, and come out with the conclusion that some large sum 
must be put up by the American taxpayer each year to bring about development. 
There is a cart before the horse aspect to it, and the unfortunate result is that 
‘attention is distracted from the fundamental task of relieving obstacles and 
hazards, and focused upon getting some more money out of the Congress. I like 
what you have to say about penetrating below the surface of emotional generalities 
and getting down to the bedrock of hard facts. If your commission could do this, 
{n a fair and objective manner, {t could make a real and lasting contribution to 
world economic development. 


Sincerely yours, 
Morris O. JoHNson. 


Dresser InpvstnteEs, -[Nc., 

Dallas, Texz., June 6, 1951. 
Hon. Georce MEADER, 

Congreas of the United States, House of Representatives, 
Washington, D.C. 

Dear Mr. Meaver: Thank you for your thoughtfulness in sending me a copy 
of your speech and of the bill which you have introduced for the establishment of 
a Commission on Afd to Underdeve oped Foreign Areas. 

Since the companies in the Dresser Industries group have widespread interests 
abroad, and because I agree in principle with both your remarks and the content 
of the bin, 1 have read both with considerable Interest and care. The program 
you outline is, indeed, a conservative one and, if properly implemented, could be 
a significant factor in a return to normalcy. B way of comment, it has occurred 
to me that to the agenda of the Commission might be added the task of considering 
and recommending ways and means of continuing and expanding the interchange 
between countries of scientific, production, and management personnel of private 
industry. This could in part be financed. by contributions from the partici- 
pating countries and in part by private industry. 

Also, it seems to me to be desirable, at the very outset, to invite and vigorously 
seek the participation and edoperation of governments other than our own. In 
other words, I believe that the Commission you propose might well be not only 
bipartisan but multinational. 

Again, thank you for your kindness in sending me this literature and I will 
follow the progress of the bill with great interest. 

Yours very truly, 
H. N. Mataon, President. 

Mr. Cuirerrietp. I wish to thank you for a very fino statement. 
I also read your speech in the Congressional Record and found it very 
interesting. Certainly we ought to have private enterprise and pri- 
vate business get interested in programs of this kind, and I again thank 
you for coming here and giving us the benefit of your views. - 

Mr, Merrow. I want to compliment you on what you bave had to 
say about the possibility of developing these countrics so that there 
could be a greater investment of private enterprise. ; 

_ On page 4 of your statement you have two points, the first of which 
is: ; . 

Prohibit and prevent imperialistid exploitation and monopolistic, restrictive 
trade practices— 
being one of the things that tho commission ought to study and develop. 
specific workable methods whereby tho governments may do those 
things; and your second point is to— 
encourage—possibly through incentives, the granting or withholding of assistance 
or otherwise—fair and ethical dealing and cquality of opportunity under free an 
open competition. 


' ; 
Do I take it from that second point that you would tie the assist- 
ance that we might give to these countries to the manner in which. 


‘ 
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they change conditions so that free enterprise would be encouraged to 
go into those countries? 

Mr. Mreaprer. That was not what I had in mind, Mr. Merrow. 
What I had in mind was incentive legislation, which is 4 field of legis- 
lation not very extensively explored. I recall, years ago, attending 
a hearing at which Senator Vandenberg and Senator Herring were 
considering incentive legislation and was impressed that there were 
great possibilitics in that field which have been overlooked. 

What I had in mind was, for example, the possibility of an agreement 
between the United States and an underdeveloped area where certain 
standards might be set up assuring fair and ethical dealing and equality 
of opportunity which mgt favor those desiring to invest in those 
countries, providing they lived up to those standards. 

For example, it might be determined as a matter of policy that 
combinations of foreign and local capital should be encouraged or that 
restrictive trade practices should be discouraged. To accomplish these 
purposes a favored position might be created for those investors who 
observed standards set up by intergovernmental agreement designed 
to accomplish those objectives. My idea was not that we would 
promise something to some foreign government in case they did 
certain things. What I was thinking about was the investment and 
the investors. I believe our objectives might be accomplished through 
incentive legislation, because I think that is a field that deserves 
investigation. 

Mr. Merrow. It seems. to me the extent of the incentive would 
depend upon the extent to which the country set up means to encour- 
age private capital investment. 

Mr. Gorvon (presiding). Before we go downstairs to answer the 
roll call, there will be somebody right back, and we will have Mr 
Frost, as our next witness. 

Mr. Meavenr. I would like to present him, if I might. 

Mr. Gorvon Yes, if you will, please. 

Mr. Meaper. I would like to present Mr. Richard B. Frost, who is 
with the Detroit Board of Commerce. 

I learned, after my bill (H. R. 3798) had been introduced, and after 
I had contacted the executive director of the Detroit Board of Com- 

-merco, that they had been engaging in guite an extensive program of 

encouraging the investment of United States firms, and particularly 
firms in Detroit, in underdeveloped areas and other areas of the 
world, and were very much interested in this program. They have 
obtained some very interesting results from the study which they 
made; Mr. Frost is fully familiar with that program. 

Mr. Gorvon. I am more than sure that the members will be pleased 
to hear his statement. : 

Mr. A. A. Rrsicorr (presiding). Mr. Frost, will you proceed. 


STATEMENT OF RICHARD B. FROST ON BEHALF OF THE 
DETROIT BOARD OF COMMERCE 


Mr. Frost. The Detroit Board of Commerce, hereinafter known as 
‘“‘we,”’ representing the many vast and diversified industries and 
businesses operating wi‘hin the Detroit area whose connections and 
investments .are extended throughout the entire world, has been 
-econcerned for the past several years with the current postwar problems 
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as manifested in the instability of the world’s currencies, dollar short- 
ages, periodically recurring international economic crises, the Com- 
munist threat to the world peace and sccurity and the efforts and 
attempts by this Nation in finding a solution or solutions that will 
end or alleviate the present world problems. 

The Detroit area is the center of mass production and the world’s 
largest producer of the industrial products destined for world markets. 
Members of this organization export over $1,250,000,000 in products 
each year to the markets of the world. This represents over 10 percent 
of the entire United States yearly exports. Detroit is likewise a major 
consumer of raw materials and products produced throughout the 
world. Over 300 imported items are needed for the production of a 
sing'e automobile. 

ile the economy of the United States and, to some extent, the 
world, is dependent upon tho strength and continued high employment 
of the mass-productior industries, the economic well-being of these 
industries, the city of Detroit and the State of Michigan is dependent 
upon a high ievel of international trade and a eee reo and 
competitive access to the world’s markets. Over 800 Michigan firms 
are engaged in some form of world trade and bundreds of other Detroit 
and Michigan firms and industries, not actively engoged in oxporting 
or importing, utilize raw materials from abroad or fabricate for firms 
exporting the finished product. It has been estimated that one out 
of every seven employees in the Detroit area is employed as a direct 
result of world trade. Retail and wholesale merchants depond upon 
the continued high purchasing power of these workers. ; 

The administration has asked Congress for 8X billion for foreign 
aid this year. If Congress accepts the administration’s request, 
Michigan will be expected to pay $407,150,000, or $64.60 per person 
and $150.30 per rapeyer 

We of Detroit and Michigan fully appreciate the tremendous stake 
we have in world trade and affairs and in the attempted solutions to 
the current post and prewar problems now plaguing the world’s com- 
merce, the world economy, and the peace and security of this Nation. 

On January 20, 1949, President Harry S. Truman first enunciated 
an idea for a new foreign aid program designed to aid tho development 
of the backward and underdeveloped nations of the world. “Fourth, 
we must embark on a bold new program for making the benefits of our 
scientific advances and industrial progress available for the improve- 
ment and growth of underdeveloped areas.” As sresult of the intense 
interest of the members of the Detroit Board of Commerce in world 
conditions and foreign aid programs, and as a result of the vast oxperi- 
ence of the businessmen and industrialists of this organization in the 
field of international trade and investments, we respectfully request 
all interested in the so-called point 4 program to review tho scllowing 
comments and suggestions representing the views of the board o 
directors of the Detroit Board of Commerce. 

1, We are completely in sympathy with the proposal of the Presi- 
dent to assist in every pecs way Rovibte the development of the 
less developed areas of the world. Communism is not defeated by 
words but by deeds. We must improve the lot of the peoples of the 
world where standards of living are below normal. We recognize that 
the point 4 program derives its primary importance from the national 
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interests in the United States, as, therefore, an implement of national 
efense. 

We further realize as the various regions of the world prosper and 
progress, thoy will in turn becomo an over increasing market for Ameri- 
can products in proportion as their resources are developed, purchasin: 

wer increased and standards of living improved. Thus a twofol 

enefit will accrue to both the less developed areas and to business and 
industry in the United States. A high level of international trade 
means peace and prosperity for all. 

American industry has been developed to a high standard of produc- 
tion. We havo plants capable of great production which must be 
operated to their normal capacity in order to employ American labor 
to the fullest extent and to make available their products to the various 
areas of the world in need of these goods for their own development and 
use. To have continucd prosperity in the United States, it is necessary 
to seck sales in the export field. Many of the world's markets are near 
their peaks whilo others have not or have just begun to indicate their 
potentialitics, In many cases thoy roquite power, water, and trans- 
portation, and so forth, before they will be desirable or of potential 
value to American labor and industry. If properly developed, the 
greatest markets of tho world, hitherto virtually untouched, will 
rapidly become markets for American industry. | 

The average citizen of Cuba purchased American goods to the 
amount of $98 per person per year, according to the Department of 
C mmerce, 1947. fe is estimated that 2 million people in the western 
area, Where electricity, power, and roads are available, buy 90 pereetn 
of the imports from the United States, while the people in the un- 
developed grea aie buying approximately 10 percent. 

In 1947 exports to Cuba totaled $491,000,000. The average 
purchase per person per year in the prosperous area is approximately 
$220. There are some 2 million people in the prosperous area so thoy 
account for $440,000,000 of the $491,000,000. If the purchasing 
power of the 3 million peopte in tho backward areas wero raised to 
the same level as those in the developed area, exports from the United 
States to Cuba would increaso §631,000,000, or to a total oxport per 
year of $1,170,000,000. It would seem apparent that in improving and 
developing the backward areas of Cuba the United States exports 
would increase $698,000,000 per year. i, 

If this can be done in Cubn for tho 5 million population it would be 
apparent that the 20,000,000 peoples of the Caribbean area, if given 
proper help for their development, would increase the amount of ex- 
ports from the United States to approximately $2 billion. 

We also realize that the political stability of such areas will be 
definitely served as their resources and their economy, are developed. 
It follows, therefore, that it is in tho interests of the United States to 
implement the President’s program. 

2. We believe that tho point 4 program should be thought of as 
an extension to the less developed areas of the world of American 
technical know-how and investinent, such as has been going on for 
years. Billions of dollars of American capital are now at work around 
the world, in many instances in cooperation with local capital, and is 
achieving the very results which the President is seeking. 

We agree with the President that a now emphasis should bo given 
to this type of cooperation between American know-how and capital 
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along with tho skill and capital of overseas countrics, with particular 
direction toward thoso areas that have vast underdeveloped paten- 
tialitics and whero tho need for economic development is particularly 
reat, and whero raising standards of living will rosult. in a stronger 
ulwark against the inroads of destructive political and economic 
idcologios. 

3. Wo recognize that thera is a sphero for Covernmont action as well 
as for private enterprise. Only if the two go hand in hand, cach to 
its appointed task, will the hopes and ambitions held for the point 4 
program ever be realized. 

In matters of health, port facilities, government, sanitation, educa- 
tion, and in other fields beyond the scope and authority of private 
onterprise, the United States Government has a tremendous field 
for action. 

In working out programs for the development of basic services, such 
as agriculture, sanitation, and vocational training, wo support tho 
methods doveloped by tho Institute of Inter-American Affairs, that is, 
“gervicios” jointly staffed and largely locally financed. 

4. Wo believe that thero is also a semigovernmental ficld for 
action in which such organizations as tho International Bank for 
Reconstruction and Dovelopment and tho Export-Import Bank have 
and can continue to perform an important rolo in tho development 
of tho various areas of the world in need of their services, 

We boeliove that the Export-Import Bank could further serve 
to implement the point 4 program in two waya: 

(a) By direct loans to developments in undenlovcloped countries 
whero it would be difficult or impossible to obtain tho loans from 
private sources and whero American enginecring firms can prove to 
tho satisfaction of the bank’s officials that such loans are of a produc- 
tive nature and are 8 good business risk. 

(6) By the encouragement of private Amorican capital in overseas 
investments by means of the guaranty principlo. That is, by frecing 
American foreign investments from the riska other than the ordinary 
everyday risks involved in domestic investments. By this we mean, 

©) reedom from the unusual risk of inconvertible currencics, (6) free- 
om from the unusual risk of loss of investment in whole or in part on 
account of political contingencies such as confiscation, seizure, de- 
striction, or forced abandonment due to the ac€ of any government 

‘which prevents the further transaction of business, 

6. We further believo that a special committéo consisting of Ameri- 
van businessmen, industrialists, and engineers should be organized to 
assist the Export-Import Bank in its work of implementing tho point 
4 program. The Export-Import Bank should not approve any spe- 
cifio projects under this program until a report on that project had 
been filled by this committee. 

6. We are definitely opposed to any schome for vast global spending 
on a Government level. We do not believe that tho objectives of this 
p can be achieved merely by pump-priming the world economy 
with additional billions of taxpayers’ money. hile this was neces- 

the immediate postwar years for the providing of funds 
for emergenoy relief for the war-torn nations of the world, such ex- 
penditures now would accomplish little in the way of permanent de- 
velopment or progress and could have a most serious adverse effect 
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upon the economy of this country which is already heavily burdened 
by taxation. 

7. Wo believe tho term “backward and underdeveloped” is wrong, 
for it connotes lack of progress. In many of these regions, to the 
contrary, there is great progress. It is only that this progress has 
but recently bepun and tho potentialities are so great, A hundred 
years ago tho United States in comparison to other nations was Jike- 
wise an tnderdoeveloped area. There are, in fact, somo areas in the 
United States today that could yet bo classified as underdeveloped. 

We would liko to point out that many areas will nover develop, 
both for economic, political, and Renraliiient reasons. ‘I'o attempt 
to force development would be a costly mistake and would inovitably 
result in failure. 

8. Wo beliove that this now program must bo operated on a busi- 
ness lovel and not on a governmental level. Businessmen and indus- 
trialists in theso countries generally have a more intimate knowledgo 
of what is needed with regards to business and industry to bring about 
lasting improvement than do the governments. 

We especially stress the need for help other than money. By this 

wo mean tho voluntary aid which could be given by American manage- 
ment in tho way of technical help and know-how. It wilt be ixpos- 
sible for the United States Government to act as other than a clearing- 
house for industrial projects. Such projects must be handled on an 
pudustey teats) basis, tho details to be worked out by industry 
iteclf. 
Since industrial skills and modern technology are largely the posses- 
sion and property of private onterprise, it is submitted that tho only 
way these talents can bo put to work effectively is to bring the Amer- 
ican entrepreneur into direct contact with his counterparts in foreign 
countries. 

0. Wo beliovo that tho obstaclo of doublo taxation which faces 
privato United States capital when it ventures out of the United States 
must bo ended. Every dollar of private capital that gocs abroad 
decreases by an cquivalent amount the need for Government loans 
and grants. This flow of private capital should be encouraged rather 
than discouraged as is tho caso at tho present time. 

10. Wo beliove that some tax inducements might well be given to 
firms and individuals investing their capital abroad. For example, 
an arrangement might be worked out and authorized by Congress 
whereby, through appropriate treaties, both the United States and 
any country which Is host to any United States foreign investment 
would consent to accelerated amortization, for domestic income-tax 
purposes, of tho actual investment required. We havo in mind the 
6-year write-off of war plants, privately constructed, which was pro- 
vided for in tax laws during World War II. 

In addition to a 100-percent write-off for tax purposes of any ap- 
proved foreign investment, within a maximum 6 years, wo wou 
also recommend the instantancous write-off of any remaining balance 
in the event that, duc to the outbreak of hostilities, in the host coun- 
try, or in case of riot, revolution, administrative decreo, or otherwise, 
the transaction of business becomes impractical. 

11. We believe that there must bo changes in tho United States 
customs and tariff laws. If United States firms are to invest abroad, 
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they must import a vast amount of extrancous business material that 

always flows between the home office and subsidiary or branch plants. 

At the present time, outmoded United States customs regulations and 

laws restrict this flow of vital business material. The law must bo 

ghanged so that this material may be imported freely into the United 
tates. . 

Customs laws and tariffs in the United States must be made more 
conducive to the importation of goods from abroad. If we aro to 
encourage production in the world, we aro assuming a moral obligation 
to likewise open our doors to the purchase of this increased production. 
If we refuse to do this, then tho entire program will falter and tho 
world will again find itself involved in another major depression. 

12. We believe that prior to taking any tangible steps for the 
implementation of the point 4 program, Congress should pass tho 
Meader bill, which provides for the establishment of a bipartisan 
commission to investigate and report on ways and means that un- 
reasonable barriers to overseas private investments may bo removed. 

If these barriers are discovered and removed, much of the need for 
Government assistance may be dissipated. We would like to stress 
that business and industry in many of the areas in question would 
‘welopme private United States cooperation and investment. These 

‘samo groups in many cases would object to any industrial or business 
‘program worked out on & government-to-government level. 

13. We believe that during the present.emergency we can make a 
significant contribution to the less-developed areas by not overlooking 
their needs. Many of these rcgions are in the midst of great develop- 
ment pro s. Their continued progress depends upon obtaining 
‘from this country the machinery and_otler requisites to expansion. 

‘We must make certain that these goods are available to sustain their 
economies and development by the granting of export priorities. 


CONCLUSION 


In conclusion, we support the principles voiced by President Tru- 
“man’s suggestions fora program to assist in the development of various 
areas of the world seeking and capable of sustaining such development. 
‘Wo respectfully urge all Americans to see that this program is worked 
‘out on @ business level and not on 4 Government level, with exception 
‘of those instances in which only Government can render the aid 
ineeded. Only by so doing can the aspirations and hopes held for this 
‘program all over the world be realized without placing an undue and 
‘dangerous additional burden of taxation upon the American economy 
and the American taxpayer. 

-+ .T would like to take a moment now to briefly expand on some of the 
points set forth in our statement of policy on the point 4 program. 
-A few examples taken from the hard crucible of practical experience 
may prove of value to the members of this committee. 

_ Business and industry in the city of Detroit and the State of 
Michigan are genuinely interested in tho basic objectives underlying 
the point 4 idea. Since the President's inaugural address the program 
- has been hailed and acclaimed, condemned, and debated, and numerous 
_proposale and plans have been originated for the implementation of 
‘ t 4. . . 
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Unique among those interested in the President’s speech were the 
businessmen and industrialists of Detroit and the State of Michigan. 
Inspired by the leadership of internationally. minded businessmen 
and industrialists such as Jolin Coleman, president, Burroughs Adding 
Machine Co., Charles O’Connor, president, Reichhold Chemicals 
Corp., and a host of others, they formulated their own local point 4 
program, now known as the Detroit plan. 

There are many facets of tho Detroit plan, but perhaps of primar 
importance has been the overseas tours. Each year 45 of Detroit’s 
most important business and industrial leaders leave their busy desks 
for a 3 weeks to | month tour of a different area of the world. The 
sole object of these tours is to investigate and determine methods in 
which business and industry in this area can cooperate with their 
counterparts abroad by mutually pooling their capital, technical 
know-how, and management for the benefit of both areas. In Europe 
our group established three new plants and others are still in the stago 
of negotiating. 

We have just returned from South America where we expect 8 to 
12 now partnership arrangements between Detroit and South American 
industries. Whenover possible, these new manufacturing plants are 
established on a partnership basis with the parent plant in Detroit 
holding a minority interest of no more than 49 percent. 

I would like to submit at this time the story of the Reichhold 
Chemicals Corp.’s foreign operations. I would like to insert this 
document in the record. 

Chairman Ricwarps. I do not think we could place this in tho 
record. How much of it do you want inserted? 

Mr. Frost. Just these two pages here. Perhaps I can obtain 
copies and send them to the committee members. 

Chairman Ricuarps. I would rather you do that because so far 
wo have not inserted in the record any copies of periodicals. 

Mr. Roosevert. I received a copy of that this afternoon, and I 
believe it was submitted to other members. 

Mr. Frost. Herein you will find tho details of the Detroit program 


as carried out by one company and some of the unnecessary Govern: _ 
0 


ment obstacles encountered. Reichhold Chemicals Corp. ws the 

roblems to be encountered in overseas investment as it has in the past 
ew years established 11 plants outside tho continental! limits of the 
United States. 


A few months age we outlined this program to business, political, 


and industrial leaders of six South American nations, so-called back- 
ward areas. They welcomed this plan wholeheartedly. In_ fact, 
both in person and in editorials in their newspapers they stated that 
what they wanted was private United States capital and technical 
knowledge to work in cooperation with that of their own land. This 
is the essence of the Detroit plan. They told us frankly that they 
hoped we would keep our Government at home. 

As an example of some of tho unnecessary problems business faces 
when it ventures abroad, I would like to call your attention to point 11 
in our statement of policy. This is the point pertaining to tho im- 
portation into tho United States of technical material. You cannot 

uild a plant abroad and efficiently operate that plant without a 
continuous flow of oxtrancous business material between the two 
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offices. At the present time, howover, all such material is subject to 
import duties and the delays of clearing such matter through customs. 
Tho import duty on blueprints is 10 percent ad valorem. Does this 
mean 10 percent of tho cost of printing tho blueprint or 10 percent of 
tho fee paid tho engincers or architects? No ono, including Wash- 
ington, scems to be sure. Even with a reasonable interpretation of 
this duty, the importer will experience delays of from 2 to 3 days and 
up in clearing his blueprints through customs. Take the caso of 
Detroit firms witH branches across tho river in Canada. Advortising 
layouts and specifications brought from tho Windsor offico to the 
Detroit office for a final O. K. by tho advertising manager must pass 
through customs and duty must be paid though their stay in this 
country may be but a few hours, 

Theso are all nuisances but thoy aro great enough to deter at least 
ono top engineering firm in Detroit from establishing offices in Europo 
and they now threaten a major plan by a Detroit concern which plan 
is in accordance with the very ideals of point 4 and has been acclaimed 
by ECA officials. . 

Allow me to cite but one additional case. The Nash-Kelvinator 
Corp. some timo ago decided to produce a technical motion picture 
on the servicing and assembling of Kelvinators. This picture was to 
be distributed throughout the Spanish-speaking area of Latin America. 
Here was an excellent examplo of the exportation of technical know- 
how as advocated by the President. Since the picturo was for 
distribution in tho Spanish-speaking areas, Nash-Kelvinator arranged 
for production of the film in Mexico City in Spanish. This was 
accomplished and the film was distributed to Nash-Kelvinator 
dealors throughout Latin America. Naturally, the Detroit offico 
wanted a copy of tho film for their homo office files. An additional 
copy was ordered and shipped to Detroit with an invoice covering the 
cost of printing the duplicate. Tho film was cleared through customs 
and then the fun started. Customs officials spent the better part of 
3 days quizzing tho heads of this ,reat company on the entire opera- 
tion relating to the production of this film in Mexico. “Think of the 
loss in valuable exccutivo time. Finally, customs decided that the 
dutiable valuo was the entire cost of filming down in Mexico. The 
Nash-Kelvinator Corp. paid duty on this basis. ‘This, however, was 
not enough. Tho corporation was then fined soveral thousand dollars 
for making 8 false entry. That, gentlemen, gives you some idea of 
the problems privato industry in tho United States faces if thoy dare 
to venture abroad. 

There aro numerous other examples of Government-imposed im- 
pediments to private enterpriso in its overseas operations. 

Tf the hopes and ambitions held for point 4 are to be realized, the 
task must be largely accomplished by private funds and private in- 
dustry. This will save the hard-pressed United States taxpayer addi- 
tional taxes and create more friends for this country throughout tho 
world than if the point 4 program becomes largely a Government- 
financed and operated proposition. ‘ . ; ; 

Private enterprise, however, can only fulfill its appointed task if 
it is freed from the shackles of needless and foolish Government 
obstacles. For this reason, we urge the sdaption of the bill presented 
by the Honorable George Meader, H. R. 3978. It is the difference 
between exporting socialism or exporting free enterprise. 

+ , 
: ee 
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There is no probleni of modern times more important to the Amer- 
ican people nor more confusing than that involved in the ECA pro- 
gram. We, in Detroit, realize this ‘perhaps more than any other 
arca for our current complicated international economic problems 
stem, to a largo extent, from the great industrial revolution that 
originated in Michigan during the carly vart of thiscentury. Europe’s 
problem today is not, as many would havo us believe, primarily a 
postwar problem. ‘Tho fundamantal causes of the current interns- 
tional economic disturbances go far deeper than any postwar period 
and, if we aro to find tho solutions, we must seek out the basic causes. 

There are those that call it tho problem of the dollar shortage. 
This is tantamount to calling 9 coated tongue a discase. Tho world 
dollar shortage, exchange controls, export and import licensing, blocked 
currencies, and all are but symptoms of tho basic disturbances that 
had their origins back in the carly 1900's. 

When Henry Ford first initiated tho idea of mass production and 
as this new principle of producing wealth was developed and exploited 
by tho great engineers of the United States, so did they also set the 
stage for many of Europe’s present-day problems. 

lie manufacturers of Europe, as well as in other areas of the world, 
did not choose to accept the new philosophy that emanated from these 
shores. When confronted with the competition in their old markets 
by the new producers of the west, they choso rather to protect these 
markets by means of monopolies, cartels, international governmental 
agreements, and now, finally, by means of socialism. on India and 
in other areas of the British Empire, the English have, for oxample, 
taken numerous steps to prohibit the dovelopment of a trucking 
industry in the hope of thereby protecting tho investments in British- 
owned railroads. This has, and continues to be, the traditional policy 
of many nations in Europe and throughout the world. 

The results of such Tieies wero inovitable. Productivity in these 
countries declined in relationship to productivity in this country. ‘The 
wants and desires of their people, however, kept pace with tho rest 
of tho world. Tho only way theso wants could be satisfied in tho face 
of losing their markets in the world was by utilizing their overseas 
investments. In short, by living bevond their means. These trends 
were apparent long prior to World War If. The situation we find 
ourselves in today would have come about in timo whether we had or 
had not a war during the 1940's. 

This, then, was tho problem Marshall plan aid faced. There was, 
to be sure, another problem, tho relicf of war-totn economics. With 
regard to relief, no one can quarrel, An excellent job was dono, 
Howover, with regard to the second objective of the Marshall plan, 
namely, tho rehabilitation and the industrial recovery of Europe, tho 
problems have not been solved, and we do not feel that this portion 
of the ECA program has been as well handled as might have been the 
case. Within the framework of this basic objective, the elimination 
of trado barriers in Europe and the creation of a great European 
market was visualized. William Foster mentioned this in his testi- 
mony given before this committee but a fow days ago. Ho stated, 
“Real progress has been mado in the long-term job of unification.” 
He did not mention in his speech, however, that European trade 
barricrs today aro higher than thoy were when ECA sct up shop. 
Is this achioving unification? Ho did not mention that Belgium has 4 
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serious unemployment problem today because the products of Bol- 
gium industry do not have access to Kuropean murkets. 

Wo have expended over $11 ‘billion in Europo for tho purposo of 
raising European production to the point where exchange controls 
can bo onded and at least a relatively free trade established. 

During the past year our imports from Europe, plus our foreign-aid 
program, havo been greater than our exports so that Europe has been 
accumulating gold and United States currency. Is Europe utilizing 
this improved condition in her currencies to achieve the objectives 
of the Marshall plan, the lowering of trade barricrs, and the elimina- 
tion of exchange controls? 

On the contrary, Europo is now discussing and tho United Nations 
Economic Commission has recomnmmended, that Europe raise the value 
of its currencies in order to take advantage of our present defense 
program. By so doing, it is reasoned, they would increaso the price 
of the raw materials and products we purchase from them while 
decreasing tho price of those products they need from us. No thought 
is given to utilizing this current advantage by removing exchange and 
import controls and to allow for freer convertibility of their currencies. 
It now appears that the benefits of American gencrosity would be 
used as a weapon against the donor. 

ECA officials mention the great recovery strides Europe has made. 
Thoy can make a good case for this as Europe, when viewed from somo 
statistics, has made great strides. However, the picture is not as 
bright as one would be led to believe. -First, all ECA statistics are 
based upon the prewar year of 1938. That is at least all tho statistics 
I have been able to obtain from the ECA office. 1938 was a depres- 
sion year and in comparing statistics with this year even mediocre 
progress would sppear relatively good. 

Second, Europe’s progress cannot be judged by European statistics 
alone. Her problem is her maladjustment with the United States. 
Her rate of progress must be greater than the United States, or at least 
as great, or else the same trend that has brought about her present 
difficulties is yet there and our ECA funds are but forestalling tho 
inevitable day of reckoning. : 

If you view European progress from this standpoint, you may not 
feel that the progress has been so great or even great enough to justify 
the vast expenditures already made by this country. 

A year ago we appeared before this committee to testify on the 
ECA program. There have been no significant-changes in the past 
year to justify a change in our viewpoint. At this timo I would like 
to read that statement of policy. 

At this time I would like to submit for the record the statement of 
the policy on ECA. Since we are short of time, I won't tako the time 
of reading it. 

Mr. CARNAHAN (presiding). It will be inserted as part of your 
remarks, if there is no ‘objection, and I hear none. 

(The statement referred to is as follows:) 


STATEMENT ON THE Economic Cooperation ADMINISTRATION AcT ON BEHALF 
OF THE Detroit Boarp oF CoMMERCE, JuLy 20, 195! 


Three years ago, the Detroit Board of Commerce, representing over 6,000 mem- 
bers in the Detroit area, presented through thé chairman of its world affairs 
committee, Roy W. Gifford, a brief dealing with the popped European aid plan. 
This statement, prepared before the formation of ECA, consisted of 14-major 


t 
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points, Inasmuch as ECA has now been in operation for 3 years, we felt that a 
careful study was in order by way c* evaluating the progress made to date. At 
the time we presented our previous brief, we went on record as favoring a relief 
pronrant, but expressed our concern as to the type of organization to be set up to 
handle this great sum of money. 

We stressed the following points: 

1. Concern as to whether or not we were taking on a permanent international 
relief burden or could we really bring about improvement in productivity and a 
resultant higher standard of living. 

2. aT OURE early statements had stressed the dual objectives of relief and 
industrial rehabilitation, we were afraid that relicf would be pushed at the expense 
of betterment in industrial methods. 

Tet us quote one section from paragraph 3 of our original brief: ‘Only by the 
improvement in standards of living can the lasting benefits be obtained. To 
obtain a higher living standard, European manufacturers, farmers, miners, ete., 
must lcarn how to produce more per man-day.” 

3. We expressed concern az to whether or not the relief organization would 
be dominated too much by the State Departinent and at the expense of per- 
manent aid to industry. 

4, We were also concerned as to the use of the funds derived from the sale of our 
inerchandise abroad which are now called counterpart funds. 

5. We felt that recovery alone would never be sufficient to accomplish the 
desired end, and we favored the use of American management and technical 
skill or know-how by European firms on an industry-to-industry basi:, 

6. We felt that American industries should be encouraged to invest their funds 
abroad rather than limited, as scemed the intent at that time. 

7. We favored the greatest possible use of expericnced Americar. businessmen 
both at home and abroad in obtaining the desired ends and stressed the point 
that insofar as industrial help was concerned, the proposed organization should 
be largely a clearinghouse in order to pass upon carefully prepared reports and 
suggestions by American businessmen for aid to foreign industry. These reports 
and suggestions should be made only at the request of foreign industry groups. 

8. We also stressed the need for ald to higher education by the use of counter- 
part funds. 

COMMENTS AND SUGGESTIONS 


Wo do again endorse the aims of ECA and the general relief program and feel 
that under Mr. Hoffman, Mr. Harriman, and Mr, Foster an excellent job has 
been done insofar as temporary ald is concerned. Permanent industrial aid, has, 
however, lagged seriously and unless cheaters of thinking and organization take 
place quickly, we doubt very much the ability of the Europese nations to carry 
on after 1952 without continuing aid from this country. If the proper share of 
ECA and counterpart funds are used for permanent industrial aid, it will do 
pore to promote private enterprise in those countries than could be done in any 
other way. 

With 3 years’ results of ECA activities and after extended study, we present 
the following comments and suggestions: 

1. We are more concerned today regarding the trends in relief versus permanent 
industrial improvements than we were 3 years ago. Actual figures of expenditures 
or allocations to date as well as the type of organization now in existence in ECA, 
would indicate that pclitieal considerations make relief in the form of grants or 
gifts the No. 1 objective. Increased wealth can be produced only by greater and 
more efficient productivity. Without the inerease in wealth-producing pro- 
ductivity, we can never expect higher living standards which are so necessary 
in these European countries today. Furthermore, without this increased produc- 
tose we are building a permanent relief program which will extend far beyond 


2. We firmly believe that due largely to internal influences in ECA, plus 
pressure from governments abroad, the extension of capital or permanent aid to 
adustry has been pushed into the background. 

3. Although the original objective of ECA was based on a 50-50 percent basis, 
our feeling is that the industrial aid has fallen far bchind. The industrial section 
of the EC was late in being organized and other than the so-called Cr: pps plan, 
has accomplished little. We feel that ECA is governed too much in ite activities 
by foreign governments, who are most anxious to pet into their direct control as 
much of the money as possible. Businessmen and industrialists in theso countries 
generally have 4 more intimate knowledge of what is needed to bring about lastin 
improvement than do the governments. Furthermore, direct loans to soun 
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industries will ultimately be repaid, whereas it is doubtful if any of our loans to 
governnients will ever be repaid. 

4. We feel that the proper use of counterpart funds has been seriously neglected. 
There seems to bo a lack of organization for this work in the Washington office 
and too little thought and understanding regarding the possible use of these funds 
in Europe. [In addition, the methods for the allocation of these funds seem 
extremely cumbersome, Every dollar of counterpart funds, if again put to work 
should make it easier on the American taxpayer. Reports as to the use of counter- 
part funds should be {issued regularly by the ECA, 

The utilization of the counterpart funds in the 17 different ECA countries 
should be on a wider and more imaginative scale. These funds represent the 
money European businessmen have paid in local currencies for the purchase 
of goods which the ECA paid the supplier an equivalent in dollars, The United 
States should have had complete control over the use of these funds. In ac- 
cordance with the ECA Act, there is now dual control with the foreign govern- 
ments. These funds should be utilized for the reestablishment and the promotion 
of multilateral trade, primarily in Europe and secondarily in other portions of the 
world where such trade would be beneficial to the reconstruction of Europe; for 
financing projects and making loans to European industries wherever such props 
and loans would enhance European recovery; for meeting the expenses of ECA 
operations outside the United States; for the acquisition of strategic raw materials 
necessary for the United States defense; for the acquisition of raw matcrials and 
technical and industria} equipment for the production of raw materials necessary 
to the reconstruction of Europe; and for the improvement and expansion of 
educational facilities or any other productive project. 

5. We especially stress the need for help other than money. By this we mean 
the voluntary aid which could be given by American management in the way of 
technical help and know-how. It will always be impossible for ECA to de other 
than act as a clearinghouse for industria! projects—they should be largely handled 
on an industry-to-industry basis, the details to be worked out by industry itself, 

6. The ECA Act clearly shows that Congress fully realized the importance of a 
European industrial revival on a more efficient basis, when they specifically stated 
in the act that over a billion dollars of the first year's appropriations was to be for 
direct loans toindustry. The ECA Administration diverted these loans to loans to 
foreign governments Apparently because no industrial planning had been made. 

7. Ananalysis of EC operations indicate that there are far too few experienced 
businessmen in top Portions in the Administration. We realize they are some- 
times difficult to obtain but, without experienced men, the results can never be 
obtained. This applies to ECA, both at home and abroad. 

8. We feel that education Is one field in which the ECA counterpart funds could 
be used to advantage. England, for example, has fewer students in its colleges 
and universities than does out State of Michigan and the students are drawn from 
in most cases, the classes that are not Interested‘in industry. This broader n 
for education extends to engineering, the professions, and agriculture. 

9. We believe in the pins behind the organization of the Anglo-American Pro- 
ductivity Council and their intention to bring about the exchange of visits between 
British and American manufacturers, pheineers, workers, eté. We do not believe 
that this in itself will accomplish the desired end as it is altogether too slow. We 
feel we must go beyond the visitation stage and bring about single industry-to- 
industry cooperation whereby American firms will individually work with English 
firms supplying our know-how management, and sales ideas. 

We favor the extension of this genera! plan to the other ECA nations. 


CONCLUBION 


. In conclusion, we fee) that ECA, as now organized, is dominated too much by 
political considerations and would be better if it could be divided into two separato 
_ agencies with separate 8p ropriations. If this is not possible, then ECA should 
be divided Internally an The money Supropriated should be definitely earmarked 
for general ald (political) and industrial aid. 
© expenditures already made and. those suggested for the next fiscal year 
constitute an extremely heavy burden of taxes on top of an already dangerous 
Budget. Unless permanent benefits can be obtained, we are in danger of scriously 
weakening our own economy. : 


Mr, Cannanan (presiding). Are thero ahy further questions to be 
asked at this time? . 
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Mr. Barrie. You mentioned on page 6 of your statement that 
Belgium has a serious unemployment problem today. Could you 
spread that out? 

Mr. Frost. I cannot give you the exact figures now. A year ago I 
was in Belgium where I had the pigesure of spending an afternoon 
with Dr. Albert De Smacl, who was Minister of Economies from 1945 
to 1947, and this famous economist of Belgium blamed the Marshall 
plan for Belgium unemployment. Ho placed the blame on the Mar- 
shall plan for this reason: we had violated the original idea of the 
Marshall plan, namely, working out the program on a European 
basis rather than on a nation-to-nation basis. 

Belgium cannot sell to France her surplus production which Franco 
needs because of exchange and other barriers. In the meantime we 
supply such countries as France with dollars to make the purchases 
from the United States. We have not freed the trade barriers. 

Mr. Carnanan (presiding). We appreciate your testimony, and 
for the chairman and the other members who have not had an op- 
portunity to be present during tho entire presenta of your state- 
ment I apologize for not giving everyone here tonight a better audi- 
eee, but we had a rather difficult time in keeping up the vote on the 

oor. 

Mr. Frost. Thank you very much. 

Mr. CARNAHAN (presiding). Do you have anything further, Mr. 
Meader? 

Mr. Mraprer. No. 

Mr. CARNAHAN (presiding). Well, if there is no further business 
at this time we will adjourn until 10 o’clock tomorrow morning. The 
mecting is adjourned. 

At 8:42 p. m. the committee adjourned until Saturday, July 21, 
1951, at 10 a. m. 

(The following was submitted for inclusion in the record:) 


STATEMENT SUBMITTED BY THE CHAMBER OF COMMERCE OF THE United STATES 
To THE HovseE Foreirqan AFrarRs COMMITTEE IN SUPPORT OF THE PRINCIPLES 
or THE Muruat Security Prooram, Jury 20, 1951 


The Chamber of Commerce of the United States supports the principles of the 


: pronase Mutual Security PrOarat. : 

he major source of international! unrest, of fear, and of conflict is the aggressive 
program of militant Russian communism. Since the Kremlin seems to respect 
only force, Soviet leaders must be convinced that the United States, by word and 
action, will avoid both aggressions and the surrender of basic principles and vital 
nterests, 

They must be convinced, too, that the United States will develop not only its 
own means of defense, but, within the limits of its economic ability, will assist 
other nations to help themselves militarily as well as economically, provided that 
they are willing to work together to resist Soviet aggression and domination. 

‘herefore, the chamber endorses the program before you as means to that end. 
Military and economic assistance will strengthen the will and the capacity of our 
Lyi ae in the free world to work together in the interests of our collective 
security. 

The views of the chamber might be summed up like this: 

1. We must have a long-range, purposeful foreign policy free of uncertainty and 
political partisanship. AR 

2. We must extend foreign military and economic afd, to the extent of our ability 
considering our own defense am, to offset world communism. ; 

3. We believe that such aid should be limited to an expenditure of $5 billion fn 


1 year, 
4. Economie aid to Europe has accomplished its purpose. 


‘ 
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' . Military aid under the North Atlantic Treaty now has become of immediate 
mportance. 
8. A principal condition to such aid should be a pledge that a recipient country 
will put its shoulder to the wheel. 
7. Technical assistance to underdeveloped areas should be continued. 
8. There should be a single, unified foreign economic assistance administration. 


OUR BASIC PRINCIPLES 


Members of the national chamber have long advocated the active participation 
of the United States in seeking international solutions to the many difficult 
problems that the free world has had to face since the defeat of the Axis Powers. 

They approved a program of relief through UNRRA and subsequently through 
direct contributions to nations devastated by war. They supported economic 
and military assistance to Greece and Turkey; substantial credits to the United 
Kingdom; the Marshall plan; and they approved the action of the United States 
in entering into the Inter-American and the North Atlantic Pacts. 

During the past few months, the chamber membership made a complete reexam- 
ination of the issues in the international economic, political, and social field. 
Strong reaffirmation of United States participation in world affairs resulted. 
(Policy statements are attached as appendix.) 

The chamber took a position early this year calling for a $7 billion cut in 
nondefense items {n President Truman’s January budget recommendations of 
$71 billion. Specifically, the chamber said that foreign-aid expenditures estt- 
mated at approximately $7 billion for 1952 should be reduced to $5 billion—from 
the standpoint of the good health of the national economy. 

The members in annual meeting on May 2, 1951, adopted a slatement of 
policy calling for “‘an end to the frustration, uncertainty, and political partisan- 
ship indicated in our foreign policy insofar as the American people have been 
informed thereof.” ‘They urged development of a sound foreign policy without 
regard to partisan politics, which would protect and preserve the best interests 
of all people of the United States and of those other free peoples who will coop- 
erate to preserve the fundamental principles upon which this Nation was founded. 


THE NATURE OF ASSISTANCE 


The proposed Mutual Security Program is an important part of foreign policy. 
It stems from legislation approved in the past by bipartisan votes. The major 
components of the pro program are European economic assistance, aid to 
underdeveloped areas, and mutual-defense assistance—now to be fully oriented 
to the urgency of building up military defenses adequate to meet and repel 
ag. ive Soviet communism whenever and however it strikes. 

{ilitary assistance and economic assistance are inseparably linked—the chief 
difference is whether we supply the final product or the material and equipment 
for producing it. At the moment, the United States must eupply certain areas 
of the free world with military items, with technical training In their use, and 
with machine tools for defense production in recipient countries, Economfe as- 
sistance by the United States, judiciously extended, must be céntinued at this 
crucial time. . 

MARSHALL PLAN 


Emphasis for some time past has been on the economie recovery of Western 
Europe, which is fundamental to world recovery, and its achievement is essentlal 
to the survival of the forces of freedom. While the recovery of Marshall plan 
countries depended initially on a sustained flow of imports from the Western Hemi- 
sphere, the ultimate solution to their difficulties could only be found in a large 
increase in their agricultural and industrial production. 

Without Marshall ald, countries with well-organized communist parties like 
Italy and France might easily have been swept into the Soviet camp. 

e extent of recovery in Europe presents an Inspiring contrast to the chaotic 
conditions after the war, when industrial and agricultural production was well 
below prewar levels, and the population was 16 million greater. 

Some aspects of recovery are easily measurable: Industrial production {s now 
45 percent above the 1947 level and 40 percent above the prewar lovel. Agri- 
cultural production in all countries has shown a substantial increase in net output 
in spite of unfavorable weather conditions. Today agriculturo is 9 percent 
above prewar levels and is steadily improving. Taking into account the rise in 
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population, however, output per head in 1950 was on the average slill no more 
than it was in 1938. . 

By furnishing dollars for imports of particular commodities available only in 
the dollar area, Marshall aid made possible an increase of many times its own 
value in the gross national product of Western Europe, and led to a gradual 
reduction in her dollar deficit from $8 billion in 1947 to $1 billion in 1950, 

Furthermore, reduction in trade barriers, brought about by progressive lifting 
of quantitative restrictions on imports among the Marshall plan countries, greatly 
facilitated intra-European trade. Marshall plan funds were used to assist the 
intra-European payments schemes which most’ recently have culminated in the 
European Payments Union. 

Many of the objectives of the Marshall plan have been reached ahead of sched- 
ulc and at less cost to the United States than had been thought would be necessary. 
This fact testifies to the efficient use ade of Marshall aid and to the will and 
ability of Western European countries to cooperate in their common interests, - 


MILITARY AID 


As European recovery has proceeded, and as world political conditions have 
changed, it has become clearly apparent that cconoinic aid should be followed by 
military aid. This necd has Ied to the North Atlantic Treaty, which pledges 
mutual defense of the member countries. 

But here, as in the case of our economic-aid programs, we must fecl reasonably 
assured that the treaty nations will put their shoulder to the wheel. 

Seeretary of Defense Marshall said recently that it seemed that not all of the 
NATO countries have done all they could. 

General Eisenhower, who faces an cnormously difficult task in Europe, said 
just the other day: “It is clearly necessary that we quickly develop maximum 
strength within free Europe itself. Our interests demand it * +" Tn 
urging the European nations to unite in the common effort, he said, “It would 
be difficult ind to overstate the benefits (of European unity) in these years of 
stress and tension, that would accruc to NATO if the free nations of Europe were 
truly a unit.’ 

On the average, one-third of the budgets of the Marshall plan countrics last 
year was spent on defense efforts and the ratio will be greater in the revised 
programs of 1951. This means, of course, that in all cases a sinaller proportion 
of total output will be available for civilian purposes. Under the influence of 
increased taxes and higher prices, the standard of living, at best none too high, has 
already fallen. <Any further reduction at this time might have a dangerous 
psxchological a3 well as material effect, although reasonable austerity should 

encouraged, 

To meet these new problems, Europe should undertake some steps on its 
own volition. 

To the maximum extent possible, there should be increased productivity, 
of course. 

There should be strict Foxernmental economics, 

Balauced budgets should be the keynote. 

Furthermore, selective shifts in investment from less productive activity would 
release resources without impeding fundamental economic growth. 

Collective economic action should be vigorously sought in order to assure the 
most efficient use of western Europe's resources. 

Care should be taken that European exports be reduced only as a last resort. 
It must be realized that in addition to rearmament production, the maintenance 
of European exports fs vital. If this is not done, countrics in other parts of the 
world, dependent on Europe for manufactured and capital goods, would turn to 
the United States as an alternative source of supp y. ‘Phis would intensify 
the inflationary pressures already at work in the United States economy. It 
would also reduce the carnings of the western European countries and thereby 
widen the balance of payinents deficit and bring about the thing we hoped to 
correct, 

Incentives for the pursuit of .nutual security, reaching to the level of the 
individual, must be an integral part of the program. This includes most prom- 
inently the dissemination of factual Information about the objectives and achicve- 
ments of the program to peoples throughout the world. 
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UNDERDEVELOPED AREAS 


The drain on resources by rearmament will have world-wide repercussions by 
affecting costs and by raising problems of priority in the allocation of resources. 
Different areas of the world present different problems. 

Because of the strategic position and natural resources of the Near East and 
the Middle East {n the world today, this area is one of the crucial directions of 
Soviet expansion. The strength and stability of all countrics in this region is 
essential to American security. 

The national chamber has long stressed the fact that private enterprise and 
private investment capital should form the cornerstone of any program under- 
taken by the United States for the economic advancement of underdeveloped 
areas. 

The point 4 program, which contemplates technical assistance, has had strong 
humanitarian appeal everywhere because of its objective of bettering the lot of 

ples of the underdeveloped countries. Because of its hope for economic 
mprovement in these countries, it has been hailed by many as the positive 
answer to the false lures of communism. 

Nevertheless, few elements in American foreign policy are less generally under- 
stood, and none fs more valuable potentially. Certain broad aspects of it should 
be recognized and supported by every American, 

A fact not fully realized is that 73 percent of the raw materials imported by the 
United States comes from underdeveloped countrics, and that a 50 percent in- 
crease of these imports during the next 2 years will be necessitated by expansion 
of Amcrican industry to mect defense needs, Technologically backward pcoples 
living under appalling conditions of poverty, disease and illiteracy cannot be 
expected to produce unaided these additional raw mate..als needed by the United 

tates, 

For example, technical and financial assistance to enable the peoples of south 
and southeastern Asia to become self-sustaining in food production is an alterna- 
tive much to be preferred to successive grants of funds to relleve chronic 
starvation. 

Programs of technical assistance in fields of public health, sanitation, educa- 
tion, fiscal affairs and government administration should be carried forward by 
our Government on a modest, carefully considered basis. They should be so 
conducted as to avoid any charge of either paternalism or imperialism, and 
should be restricted to countries where there is a genuine willingness to cooperate 
to the-full extent of their own abilities. 

The proposed Mutual Security Program contemplates grants of funds for 
capital as well as technical assistance. The chamber believes that local funds 
should be used as much as possible to carry out approved projects, When outside 
financial assistance is needed for essential capital goods, facilities of the Interna- 
tional Bank and Export-Import Bank should be used. Private capital invest- 
ment should be encouraged to bring needed dollars into the area. Aid should be 
contingent upon the completion with our Government of treaties and agreements 
to provide assurance of fair treatment for American private capital. 


UNIFIED ADMINISTRATION 


As early as November 1950, the chamber stressed the need for 4 single unified 
foreign economie assistance program—to be applicable on & flexible basis to any 
part of the free world as circumstances require, but under definite legislative 
prescription as to purpose, Policies and methods. We urge that foreign economic 

rations of the United States Government be surveyed with a view to their 
effective coordination to avoid duplication and waste. 

The Mutual Security Program, as pro does not provide for unified 
administration of foreign economfe activities. We believe that such a single, 
independent administering agency is vital to successfully carrying out the economic 
objectives of the Mutual Security Program; that the Department of State is 
P marily a policy-making department and should not be charged with operatin 

unctions of this type; and that United States foreign economio activitles o 
varying types and degree will be such tn the foreseeable future as to make the 
new agency imperative. Its operations should be within the - er-all foreign 
policy of the United States, and its activities abroad should be closely coordinated 
with those of the Department of State. ' . 

The new agency should have both short and long-range responsibilities in the 
administration of United States foreign economic activities. 
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The Economic Cooperation Administration should complete its job on schedule 
in 1952. Activities of a continuing nature, carried on by that agency, such as 
technical and capital assistance to underdeveloped areas, should transferred 
to the new agency as should the Technical Cooperation Administration, now under 
the Department of State, and all other point 4-type activities of our Government. 

In addition, export and import controls, the responsibility for procurement of 
strategic matcrials from foreign countrics, and United States participation In the 
international alocation of scarce materials and products should be brought into 
this ageney. It should also act as the claimant for the essential requirements of 
friendly foreign countries. 

CONCLUSION 


In the foregoing, we have emphasized qualitative rather than quantitative 
evaluation of the proposed Mutual Security Program. The chamber has con- 
cluded that this program, with safeguards a3 noted, should be undertaken a3 an 
investment in mutual security and as insurance against the need for even greater 
defense expenditure by the United States if this course to mutual security were 
not pursued. 

The proper ration of funds to be allotted to military and economic aid must be 
left to the wisdom of the Congress. However, the chamber urges that the im- 
portance of economic assistance to the objectives of mutual security not be 
underestimated, As stated earlicr, however, the chamber believes that over-all 
expenditures for the program during 1952 should be no more than $5 billion. 

he chamber conceives as its duty to provide education and leadership which 
will stimulate intelligent consideration of the issues which are of such profound 
public interest and concern today. It is also the duty of the executive branch and 
the Congress to make known essential facts in order to have an informed public. 
This is a trust which cannot be ignored, and the benefits would be manifold. 

At stake in the present situation is the survival of all for which democracy 
stands. The idea that we could, if we so desired, withdraw within our own 
border and remain safe and secure is attractive only because it represents the least 
immediate risk. Such a course is folly because, at best, it could only serve to 
postpone the inevitable day when the United States would also be consumed by 
the aggressive forces of Soviet power. 

Our aim in whatever instruments of accomplishment we use should be balanced 
security for the free world, not rearmament as an end in itself. 


(The following has been submitted by the Department of State 
for inclusion in the record:) 


Population (feraeli and Arab) of Palestine 


Jewish tm- 


Total popu- Arab and 
Calendar year Jewish 
y fata ciber Into country 


WG. onc cease esac cena stew necacescececes fo lce eens ccc vapsswesesececes-]onenecascereee 169, 
1951 


{fen P-JONG DW) oacccsssewecand ocscn dacs beedcases decviscpecese teste lees] seas awccnesee 130, 000 
1951 (midyear)... 2.22202. e eee eee ween 1, 452, 000 1, 282, 000 170, 000 f....2...-- eo. 


Total, 1919 through June 30, 1051.22.22 od eee fee eee e nef e eee c cece ec eee! 1, 069, 435 


; toelages what Is now Isract and Arab West Jordan, and Gaza, 
Source: Compiled from official British and Israeli sources. 


(Material requested by Mrs. Bolton:) 


4. Was there any agreement by Israel to idemnify the loss of properly asa reault of 
the establishment of the State of Israel? There has been no formal agreement for 
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compensation, since there have becn no negotiations between the partles con- 
cerned. ere is enclosed a statement of Isracli Ambassador Abba Eban before 
the ADHOC Political Committee of the United Nations on November 7, 1950. 
In this statement Ambassador Eban formally stated the willingness of the Isracli 
Government to pay compensation for “abandoned lands” and to study the 
question with the appropriate United Nations authorities. A copy of this 
statement with the relevant statements underlined is attached. 

. Copies of reports or obserrations General Riley has made on the armistice 
situation, Copies of all recent public statements on the armistice situation arc 
enclosed. It should be emphasized that these do not necessarily report the latest 
developments in this situation. . 

3. Amplification of the answer to question on the acceptance by Larael of the partition 
boundartes tn the General Assembly resolution of 1947. The United States Gov- 
ernment has consistently maintained that it is not the function of the United 
Nations to enforce a political solution in former Palestine. In this regard there is 
quoted a statement by Ambassador Austin for the Sccurity Council on February 

5 


8. 

“The Security Council is authorized to take furceful measures with respect to 
Palestine to remove a threat to international peace. The Charter of the United 
Nations does not empower the Security Council to enforce 4 political settlement 
whether it is pursuant to a recommendation of the General Assembly or of the 
Council Itself. 

“What this means is this: The Council under the Charter can take action to 
prevent aggression against Palestine from outside. The Council by these same 
powers can take actlon to prevent a threat to international peace and sccurity 

rom inside Palestine. Bat this action must be directed solely to the maintenance 
of International peace. The Council’s action, in other words, is directed to keeping 
the peace and not to enforcing partition.” 


Israr, OrFicr oF INFORMATION, 
November 7, 1950. 


STATEMENT OF AMBASSADOR ABBA ERAN (IskAEL) Berort THE Ap Hoc Pouitican 
ComMMITTEE OF THE UnitED Nations 


Mr. Chairman, I wish to devote myself primarily to the prospects of the futuro’ 
as illumined in the draft resoliition before the Commmittce and in the Report of 
the United Nations Relief and Works Agency. 

However, the speech which has just been made by the representative of Iraq 
compels me to introduce these refiections with a bricf reiteration of the views 
which the Government and people of Isracl hold with the utmost conviction on 
this problem as a whole. ; 

The plight of the Arab refugees Is the most tragic and gricvous consequence of 
the armed violence which was launched against Isracl ucarly 3 ycars ago by the 
combined armies of all the neighboring Arab States. Yesterday the representative 
of Burma spoke in moving terms of the harsh fortunes of war; and indeed in 
modern warfare the sharpest impact of suffering inevitably falls upon civilian 

pulations. Those who scek to determine political issucs by the use of armed 

orce, rather than by the method of pacific settlement and negotiation, thus incur 
& most heinous responsibility for a cumulative scquence of misery which overtakes 
all the populations embroiled in their war. Thus it has conte about that the law 
and morality of our own gencration have come to regard those who initiate armed 
conflict as being exclusively responsible for all the anguish and suffering which 
war brings in its train. With the terrible toll of our own dead and wounded still 
fresh in our memory, with flourishing villages laid waste and parts of ancient citles 
lying in complete ruins, with the refugee victims of this wanton invasion still 
standing before us with their misery unallayed, wo could have wished that the 
authors and sponsors of that terrible war had shown more evidence of contrition 
and direct responsibility whenever this problem was discussed. I am profoundly 
astonished that a man could sit in his scat in 1947 and openly declare war and then 
sit in the same seat fn 1930 and wash his hands clean of all the hideous conse- 
uences of that war. My delegation, for its part, does not entertain even a partial 
gree of doubt as to how the question of moral initiative and responsibility will 
be decided in the judgments of history. 

However, at this stage, the international community is rightly preoccupied far 
more with the means and prospects of a constructive seltlement, than with the 
just censure of those who let loose the savage war, of which this is ono of the 
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most catastrophic results, Accordingly, it is to the future with its hopes of 
solution that my observations will be principally addressed. 

Although it would be natural to expect those states whose action created this 
problem to bear the primary responsibility for its solution, we cannot doubt that 
the refugees constitute a regional problem, for the solution of which all the states 
in the area shoutd devote their serious and responsible effurts. In the wider sense 
this is a problem of international dimensions, It has a bearing on the issues of 
world peace and security; and the means and resources necessary for its solution 
are clearly beyond the resources and capacities of the region dircetly involved. 

These two themes of regional and international responsibility are convincingly 
expounded in the basic docutnents now before the Committee: The Report of the 
United Nations Conciliation Comunisston for Palestine; the Report of the Seere- 
tary-General on United Nations Relief for Patestine Refugees; and the Interim 
Report of the Director of the United Nations Relicf and Works Agency for 
Palestine Refugees in the Near East. 

I desire at this preliminary stage to express Isracl’s altitude on the main 
fonetuseus embodied in these three documents, insofar as they affect the refugee 
question. 

The Report of the United Nations Conciliation Commission emphasizes the 
close relationship between the restoration of peace in the area of the Near East 
and a permanent settlement of the refugee problein. At no time has the General 
Asseinbly been unaware of the close interdependence between these two oabjec- 
tives. There is an erroncous impression in somine quarters reficeted in certain 
speeches this morning that the General Assembly adopted & resolution in 1948 
calling for the unconditional return of the refugees to their homes and the pay- 
ment of compensation to those not returning. It is vitally important to realize 
that the Gencral Assembly has never adopted any resolution of that kind. What 
the General Assembly did in 1018 was to adopt a resolution calling upon the 
parties involved in that conflict to negotiate a final settlement of all their ont- 
standing differences. Tndeed, the call for a peace seitlement was the declsive 
and operative part of that resolution and marked the only dircet’ request. which 
the General Asseinbly then made to any of the Governments concerned. Within 
the framework of that resolution calling for a final scttlement as part of it, and 
on the assumption that it would be heeded, the General Assembly went on to 
lay down the principles whereby it wished the refugee problem to be solved. 
There has never been any international sanction for the extravagant viow that a 
comprehensive solution of the refugee problem could be carried out in compicte 
isolation from the wider context of inter-State relations in the area, While the 
neighboring States glower at Israel with hostile eyes over a tense armistice frontier; 
while Isracl grapples with the heavy security and cconomic complications created 
by Arab boycotts and blockades; while the quest for military security dominates 
all else, os it must and will so long as peace is refused-—the Governments of the 
area are not likely to find easy avenues of cooperation in tasks of constructive 
regional devclopment. 

he vision conjured up yesterday by the representative of Syria of hundreds of 
thousands of refugees being able to eross the armistice frontier prior to the con- 
chision of peace, irrespective of Isracl legislation, economic or security capacity 
and of Jiberating the United Nations from its (asks of relict, is not merely irre- 
sponsible in terms of fact; it secks to give a rhetorical effeet at the expense of 
misery and shattered iHusion among the refugees themselves. 

Just as the rfugee problem itself ix a consequence of a decision to launch war 
in 1918, so the fajlure to solve it is the result of a refusal to negotiate peace during 
the years which have elapsed. Tt may be said that the decision to launch war 
in 1918 and the refusal to negotiate a peace setticment ever since are the two 
acts of policy whien are responsible for every one of the ills and tensions which 
prevail in the Near East area today. In meny ways I regard the protracted 
refusal to conclude a peace settlement as an alinost greater act of cruclty toward 
the refugees than the original decision to make war. 

It is against this background that we have given earnest attention to the main 
recommendation of the Conciliation Cominission’s report. The final paragraph 
of that report summarizes the Commnission's conclusions as follows: 

“In conclusion, the Conciliation Commission considers that the oresent situa- 
tion requires that the partics undertake the discussion of all questions cuistending 
between them. The Commission believes that the General Assembly shoul 
urgo the parties fo engage without delay tn direct discussions, under the auspices 
of the United Nations and with its assistance, in order to arrive at a peaceful 
setliement. The Commission considers that, within the framework of these 
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negotiations, the refugee position should be given poenty of consideration. ‘The 

Comission docs not doubt that the parties will be able to arrive, through pro- 

cedures consistent with established internalfonal practice and the obligations of 

pene of the United Nations, at peaceful relations which should preveil among 
em, 

Furthermore, I am authorized to declare that Israel will respond wholeheartedly 
to each part of that recommendation. 

We are willing to “engage without delay in direct discussions under the auspices 
of the United Nations and with its assistance in order to arrive at a peaceful 
settlement.’ We further sgrco that “within tho framework of these negotiations 
the refugee problem should be given priority of consideration.” We share the 
Concillation Commission’s confidence in tho ability of the partics ‘to arrive, 
through procedures consistent with established international practice and tha 
obligations of members of the United Nations, at peaceful relations which should 

prevail amongst them.” 

’ "In the General Assembly's resolution of December 1948, in which the refugee 
problem is concelved as part of a program for the restoration of peace in the 
area, two avenucs of possible solution are mentioned. The resolution speaks of 
a return to tho previous homes of refugees desiring to do so, provided that such 
return fs practicable, and provided that those returning are ready to live at peace 
under the ners Of the Government of Isracl. I notice that those two provisos 
have seldom nm quoted by those who invoked that resolution this morning, 
However, the resolution also envisages tho possibility of refugees not returning 
in which case compensation [s to be paid. We have never concealed our belict 
that the interests of tho refugecs and of the Near Eastern region would be best 
served by a policy of integration which would securo the individual welfare of 
the refugees in the shelter of governments and amidst a population akin to them 
in national loyalty as well as in soctal, cultural, linguistic, and religious affinity, 
Morcover, as months and years passed without any agreement from the neigh- 
boring States to negotlate a peace settlement, the possibility of any substantial 
restoration of the conditions existing before the war steadily diminished {n the 
eyes of all qualified observers. Life has not stood still. It has moved forward 
with headlong speed. A vacuum does not endure. It is therefore significant 
that the Conciliation Commission now expresses its conviction “that having the 
intereats of the refugecs themselves in mind, attention should also be devoted in 
future to the resettlement In Arab countrics of nonrelurning refugees, to thelr 
economic rehabilitation and to the payinent of compensation, as also recommended 
by the above resolution.” 

My delegation has no doubt that this recommendation embodies the prin- 
ctples whereby a total solution of the problem may be approached. Attention 
to tho problems of resettlement {s required not only from the viewpoint of the 
refugees themselves, but also, in the Interests of lasting peace and stability amongst 
the peoples of the Near East. 

As an Immediate practical measure the Conciliation Commission announces in 
paragraph 0 of its report that it has taken steps to establish a Committce of 

xperts which will study the question of compensation in all its aspects. The 
report goes on to say that “the Commission counts on the cooperation of the 
parties in the accomplishment of its task.’’ 

My Government has always belicved that it would be difficult to Implement 
the solution of any of these problems except by negotiations with the Arab States 
concerned except in the context of a gencral peace negotiation. However, In 
order to avold a long standing procedural deadlock, we now declare our willlng- 
nées to make contact with the epnropriat United Nations organs for studying 
with them the question of compensation In all its aspects. It follows therefore 
that the cooperation {nvited In paragraph 9 of tho Concillation Commission's 
report will at this stage be forthcoming from my Government, 

Ve have taken note of the Conciliation mmission’s view, capiesed in 
paragraph 10 of its report, that one of the factors affecting tho desfrability of 
repatriation is the degree to which such a process would be consistent with the 
best interests of the refugees themselves. Since disproportionate attention has 
been focussed this morning by Arab spokesmen upon tho responsibility of the 
Government of Israel for the solution of a problem which was created by the 
volition of the Arab States and, indeed, arose after the deliberate attempt to 
destroy Israel] by force, we are gratified to notice In the report of the Conciliation 
Commission a clear recommendation also for “the adopt ion of measures by the 
Arab States for assuring tho full reintegration of nonreturning refugees.” 

The Conciliation Commission's report thus illuminates the way to 4 solution of 
this problem in the context of a final settlement. The reports of the Sceretary- 
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General and of the United Nations Relief and Works Agency focus our attention 
on the urgent tasks of relief and reintegration. The necessity for continued 
relicf is auother consequence of the protracted refusal of the States concerned to 
seck a negotiated solution of this and all other outstanding problems. However, 
the necessity to maintain and develop both the relief program and the works 
projects remains urgent and ineseapable on the highest and the most transeen- 
dental human grounds. My delegation therefore supports the proposal of tho 
United Nations Relief and Works Agency contained in paragraph 65 of its report 
to the effect that there should be a “continuation of direct relief with special and 
appropriate provision for the current winter months.” Similarly, we uphold the 
recomnminendation contained in perenne 67 of the same report to the effect that: 
“the works programm be continued but be gradually transforined into a program 
specifically directed toward improvement of the refugees’ living conditions— 
current and future.” 

Rut when everything possible has been said and done on the level of relief and 
emergency employment, the central fact remains that the time has now come for 
the General Assembly to take practicable and realistic action looking toward a 
final and pore settlement, under which these people will come to be regarded 
not as refugees but as potential workers and citizens of the region, contributing 
to its welfare and benefiting from fits resources. Relicf allocations, however 
essential, are mere palliatives. Works projects are of greater significance sinco 
they imply a stage of liberation from complete dependence; yet at their present 
rate and scale, as we have seen them working, (hey do not hold promise of effecting 
a radical solution. The major effort of the international community and of the 
partics concerned must surely be directed henceforward toward programs of 
rehabilitation Involving the harmonious integration of the refugees into productive 
life. ‘The fact that such projects in their full details may not be available now, the 
fact that they may be delayed through political circumstances to which reference 
has been made, should not induce us (o delay the preparatory measures essential 
for their eventual realization. Tho Director and Advisory Board of the UNRWA 
point out in their report that it is quite certain that in any caso the reintegration 
of refugees will require large funds, and that it is not too carly now to accumulate 
some of the resources which will in due time be applied, not to transient relief, 
but to permanent development. My Government therefore gives its support to 
the recommendation contained in paragraph 69 of the Agency's report and 
embodied, I now notice, in the draft resolution, proposing that the United Nations 
authorize contributfons to a fund that will be available for projets of refugee 
reintegration, surveys and technical assistance connected therewith.” 

My Government has repeatedly stated and now reaffirms its willingness to 
pay fair compensation for abandoned lands. It considers it vital that any funds 
accuring from such compensation be credited to the refugee integration fund 
referred to In paragraph 69 of the Agency's report and in the operative paragraphs 
of tho joint draft resolution.‘ A collective method of compensation offers better 
hopes for a speedy and constructive solution than any attempt to resolve the 
problem on the basis of individual grants. 

In agrees to {mmediate discussions with {uternational agencies on the prob- 
lems of compensation and on the establishment of 8 reintegration fund, Israel will 
regard itself as taking part in tho first and most urgent installment of discussions 
reading to a final settlement. It must be borne in mind that under that settle- 
ment Israel reserves its own claim with reference to the assets of its own citizens 
in Arab countries and with reference to the loss and damago suffered as a result of 
war and invasion. 

It may be useful for mo to summarize the views of my Government on a solution 
of the Arab reftigee problem: 

(1) The most important step that can be taken toward the final solution of this 

roblem would be for the Genctal Assembly to act on the recommendation con- 

ned in paragraph 11 of the Conciliation Commission report urging the parties 

to engage without delay in direct discussions, within the framework of which the 
refu roblem should be given priority of consideration. 

(2) Wo support the recommendations of the UNRWA for the continuance 
of the rellef programs and of the works projects as an {ndispensablo interlm meas- 
ure until final integration Is acbleved, 

(3) We offer our cooperation to the Committee of Experts referred to in para- 
graph 9 of the Conciliation Commission's report. 

(4) Wo support the recommendation contained in paragraph 67 of the UNRWA 
report urging the creation of a reintegration fund to be applied to the permanent 
settlement of refugecs and thelr integration into normal and productive life. 
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(5) We accept tho principle that any funds which Isracl ape to defray for 
compensation credited to the integration fund instead of being dissipated in 
individual payments. 

(8) We attach the utmost importance to the clear movement of opinion dis- 
cernible in the reports of the Conciliation Commission and the UNRWA. These 
bodies, after intimate and prolonged contact with the refugee problem, now urge 
all parties concerned to devote greater attention than before to the question of 
resettlement fn the Arab countries of nonreturning refugees. Consideration is 
also given in these documents to the fundamental changes which have taken 
place in the life of the area during the past two years, and to the doubt whether 
the return of relugvee to Israel is either practicable or conducive to the best 
interests of the refugees themselves. We consider that any new resolutions of 
the General Assembly should reflect the acknowledged realities and pos plies 
of todhys as well as the authoritative opinions and estimates of the Gencral 
Assembly’s own qualified organs, 

My delegation is convinced that if the General Assembly were to adopt a 
recommendation in which all these elements—all of which clearly occur in the 
authorized reports now before the Committce— were integrated into a unified 
potters a substantial step can be taken by the fifth regular session toward a 

nal solution of this grave humanitarian problem which weighs <> heavily on the 
life of the Near Fast. 


(United Nations Security Council. General, 8/2157, 18 Msy 1951. Original: English-French} 


RESOLUTION CONCERNING THE Patestine Quesiton ADOPTED aT THE 547TH 
Meretina or tne Security Couxcit on 18 May 1951 


The Security Council, 

Recalling its past resolutions of 15 aay 1948, 81 August 1949, 17 November 
1950 and 8 May 1951 relating to the General Armistice Agreements between 
Israel and the neighbouring Arab States and to the provisions contained therein 
concernin methods for maintaining the armistice and resolving disputes through 
the Mixed Armistice Commissions participated in by the partica to the General 
Armistice Agreements; ‘ 

Noting the complaints of Syria and Israel to the Security Council, statement 
in the Council of the representatives of Syria and Israel, the reports to the Sec. 
retary-General of the United Nations by the Chief of Staff and the Acting Chicf 
of Staff of the United Nations Truce Supervision Organization for Palestine and 
statements before the Council by the Chief of Staff of the United Nations Truce 
Supervision Organization for Palestine; 

Noting that the Chief of Staff of the Truce Supervision Organization in a 
memorandum of 7 March 195t, and the Chairman, of the Syrian-Isracl Mixed 
Armistice Commission on a number of occasions hare requested the Isracl Dele- 
stn to the Mixed Armktice Commission to ensure that the Palestine Land 

velopment Company, Limited, is instructed to cease all operations in the 
Gemilitarized zone until such time as an agreement is ate iet through the 
Chairman of the Mixed Armistice Commission for continuing this project, and, 

Noting further that Article V of the Gencrat Armistice Agreement between 
Israel and Syria gives to the Chairman the responsibility for the general super- 
vision of the demilitarized zone, 

Endorses the requests of the Chief of Staff and the Chairman of the Mixed 
Armistice Commission on this matter and calls upon the Government of Israel 
to comply with them; 

Declares that in order to promote the return of permanent peace in Palestine, 
it is essential that the Governments of Isracl and Syria observe faithfully the 
General Armistice Agreement of 20 July 1949; . 

Notes that under Article VII, porseraph 8, of the Armistice Agreement, where 
interpretation of the meaning of a particular provision of the agreement, other 
than the preamble and Articles I and IT, is at issue, the Mixed Armistice Com- 
mission's Interpretation shall prevall; ; 

Calla upon the Governments of Israel and Syria‘ to bring before the Mixed 
Armistice Commission or its Chatrman, whichover has the pertinent reaponsibility 
under the Armistice Agreement, thelr complaints and to abide by tho decisions 
resulting ca Ata : 

Considers that {t 1s inconsistent with the objectives And intent of the Armistice 
Agreement to refuse to parileipats {n meetings of the Mixed Armistice Cotnmission 
or to fafl to reapect requests of the Chairman of the Mixed Armistico Commission 
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as they relate to his obligations under Article V and calls upon the parties to be 
represented at all meetings called by the Chairman of the Commission and to 
ponpers such requests; 

alls upon the parties to give effect to the following excerpt cited by the Chicf 
of Staff of the Truce Supervision Organization at the 542nd meeting of the Security 
Couneil on 25 April 1951, as being from the summary record of the Syria-Israel 
Arinistice Conference of 3 July 1949, which was agreed to by the partics as an 
authoritative comment on Article V of the General Armistice Agreement between 
Isracl and Syria: 

“The guestion of civil administration in villages and settlements in the 
demilitarized zone is provided for, within the framework of an Arinistice 
Agreement, in sub-paragraphs 5 (b) and 5 (f) of the draft article. Such civil 
administration, ineluding policing, will be on a local basis, without raising 
generat questions of administration, jurisdiction, citizenship, and sovercignty. 

“Where Israeli civilians return to or remain in an Isracli village or scttle- 
ment, the civil administration and policing of the village or set¢lement will 
be by Israelis. Similarly, where Ara) civilians return to or remain in an 
Arab village, a local Arab administration and police unit will be authorized. 

“As civilian life is gradually restored, administration will take shape on a 
local basis under the general supervision of the Chairman of the Mixed 
Armistice Commission. 

“The Chairman of the Mixed Armistice Commission, in consultation and 
co-operation with the local communities, will be in a position to authorize 
all necessary arrangements for the restoration and protection of civilian life. 
He will not assume responsibility for direct administration of the zone.” 

Recalls to the Governinents of Syria and Israel their obligations under Article 2, 
paragraph 4 of the Charter of the United Nations and their commitments under 
the Armistice Agreement not ¢o resort to military force and finds that: 

vos ae action taken by the forces of the Government of [sracl on 5 April 
,an 

(b) Any aggressive military action by either of the partics in or around the 
demilitarized zone, which further investigation by the Chief of Staff of the 
Truce Supervision Organization into the reports and complaints recently aub- 
mitted to the Council may establish, 

constitute a violation of the cease-fire provision provided in the Security Council 
resolution of 15 July 1948 and are inconsistent with the terns of the Armistice 
Agreement and the obligations assumed under the Charter; 

Noting the complaint with regard to the evacuation of Arab residents from the 
demilitarized zone; 

(a) Decides that Arab civilians who have been removed from the demilita- 
rized zone by the Government of Isracl should be permitted to return forth- 
with to thele homes and that the Mixed Armistice Commission should super- 
vise thelr return and rehabilitation in a manner to be determined by tha 
Commission; and 

(b) Holds that no action involving the transfer of persons across inter- 
national frontiers, arinistice lines or within the demilitarized zone should be 
undertaken without prior decision of the Chairman of the Mixed Armistice 
Commission. 

Noting with concern the refusal on a number of occasions to permit observers 
and officials of the Truce Supervision Organization to enter localitics and areas 
which were subjects of complaints in order to perform their legitimate functions 

Considera that the parties should permit such entry at all times whenever this 
fs required, to enable the Truce Supervision Organization to fulfill its functions, 
and should render every facitity which may be requested by the Chairman of the 
Mixed Armistice Commission for this purpose; 

Reminds the parties of their obligations under the Charter of the United Nations 
to scttle their international disputes by peac ful means in such manner that inter- 
national peace and security are not endangered and expresses its concern at the 
failure of the Governments of Isracl and Syria to achiove progress pursuant to 
their commitments under tho Armistice Agreement to promote the return to per- 
manent peace in Palestine; 

Direets the Chief of Staff of the Truce Supervision Organization to take the 
necessary steps to give effect to thia resolution for the purpose of restoring peace 
in tho area and authorizes him to take such measures to restore peace in the area 
and to make such representations to the Governments of Isract and Syria as he 
may deem necessary; 
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Calls upon the Chief of Staff of the Truce Supervision Organization to’report 
to the Security Council on comptiance given to the present resolution; 

Reques’s the Scerctary-General to furnish such additional personnel and assist- 
ance as the Chicf of Staff of the Truce Supervision Organization may_requeat in 
carrying out the present resolution and the Council's ‘resolutions of B}May 1951 
and 17 November 1950. , ‘a 


(United Nations Security Council. General, 8/2173 129 May 1958. Original: English) 
’ . 


Carntenram Datep 28 May 10951 Frou rue Cater or Starr or tre Truce 
SUPERVISION ORAANIZATION ADDRESSED TO THE SECRETARY-GENERAL TRANS- 
Mittixna a Reeort roa THE Security Councin 


I have honour to submit for transmission to President Security Council interim 
report on ateps taken to give effect to Security Council resolution of 18 May 1951, 

1, Since my return to Palestine area on 16 May 1051 I have had a number of 
exploratory talks with Governinent officials of Isracl and Syria and it is my 
understanding that both parties are anxious to resolve differences which have 
arisen in past few weeks. They appear willing to abide by provisions of Security 
Council resolution of 18 May 1051. 

2. However, 4 diffcrerce of opinion does exist between partics relative to inter- 
pretation of “intent” of Security Council resolution in regard to parasraphs 3 
and 4 of resolution which deal with operations of Palestine Land Development 
Company in Demilitarized Zone, 

3. On one hand, Israel understands that point at Issue is “safeguarding of 
legitimate rights and interests of Arab owners of land in Demilitarized Zone 
affected by Hulch drainage operations”. Isracl does not consider that Security 
Council envisaged indefinite suspension of work on project. Isracl has madc it 
clear that “in complying with Security Council's directions, it reserves fully 
what it holds to be Israel’s inalienable right to bring Hulch drainage project to 
a successful close in interests of Israc] and inhabitants of region”’. 

4. On other hand, Syria holds view that its request to Security Council took in 
consideration not only interests of Arabs whose land was involved in drainage 
project but was also intended:to prevent creation of military or political ad- 
vantages in area. This is why Syria must maintain her point of view and make 
strongest reservations if Israclis continue their work. 

5. My views which have been expressed to offictats of both governments in my 
talks are in general accord with those of Israel as regards “intent” of Security 
Council. I believe that at no time did members of urity Council entertain 
idea that Huleh project, as a project, was to be stopped indefinitely. However, 
Security Council resolution did endorse requests of Chief of Staff and Chairman 
of Mixed Armistice Commission to Isracl delegate to MAC to “ensure that 
Palestine Land Development Company Limited Is instructed to cease all opera- 
tions in Demilitarized Zone until such time as an agreement is arranged through 
Chairman of MAC for continuing their project.” 

6. Due to an “oraj misunderstanding’, Government of Israel assumed that {n 
our talks of 21 May 1951, I, acting in my capacity as Chairman of AYAC, had 
given my approval for resumption of work on lands not under dispule within 

mititarized Zone after a 24 hour suspension of work, 

7. Government of Israel in a communication addressed to me dated 22 May 
1951, stated In part “in deference to Security Council decision and in order to 
facilitate task which has been placed upon you fn bringing about such an agree- 
ment, Government of Israel has requested Palestine Land Development Company 
to suspend operations on land affected for necessary brief period as from tomorrow 
23 May 1951. Scene of work will in meantime shift to lands which are unaffected 
by present dispute, where operations will begin on foliowing morning”. 

8. Not being aware at time that paragraph quoted above was based on a mis- 
understanding, IF replied that while I appreciated stand Israel had taken on 
stoppage of work on disputed Arab owned land, “I do fect that Israel was jeopard- 
izing an orderly solution to problem by resuming work ¢¢ this time in Demilitarized 
Zone”. Tur Government of Isracl to “instruct Palestine Land Development 
Company to desist from further operations in Demilitarized Zone until Chairman 
of MAC can arrange for a continuation of project”. 

9. I regrét this misunderstanding because task of working out _an orderly 
solution of problem has now been greatly complicated by fact that Government 


| A few coples of this document were ixsued in which the word ‘‘defense”’ was employed on . 
grepb 7, line 2. This bas now been corrected to reed “deference”. ployed on page 2, para 
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of Isracl saw fit to make public, simultancously, its communication of 22 May 
1951 addressed to Chief of Staff in which above paragraph appeared, and by fact 
that work on project was resumed at such short notice before I could make an 
attempt to clear up understanding, 

10. In course of my talks, Syria also stressed urgency of return of Arabs, and 
Isracl has expressed its willingness to permit return of thoso Arabs whe desire to’ 
do so. Lecforo this can be accomplished, I must of necessity have agreement of 
Government of {Isracl to allow United Nations Observers to interview Arabs of 
Demilitarized Zone, who are now in Isract, without Israel Army or Police officers 
being present in order to determine desires of these individuals. Such agreement 
has not been reecived to date. 

11. Today 28 May 1951, I convened forinal meeting of Syrian-Israel MAC, I 
reviewed Security Council's resolution of 18 May 1951 and indicated which of its 
clauses come under competence of MAC and which under Chairman. I also 
(a) have requested sto page of all work in Demilitarized Zone pending consults- 
tion between United Nations Chairman and Director General Palestine Land 
Development Company; (b) discussed alrangements for carly return to Demili- 
tarized Zonc of those Arabs, who had been evacuated during recent disturbances, 
if they wish to return; (c) suggested that United Nations Chairman correlate 
matters regarding policing of Demilitarized Zone in accordance with General 
Armistice Agreement and explanatory note quoted in Security Council resolution 
of 18 May 1951; (d) re-affirmed those matters which come under competence of 
MAC and those which come within competence of Chairman; (e) made proposals 
as to handling by MAC of numerous complaints submitted by both parties In 
recent months. 

12. A further report on compliance given to Security Council resolution of 18 
May 1951 will be made at later date. 

{Signed) Major-Gencral Witt E. Ritey, 
Chief of Sto 
United Nations Truce Supervision Organization for Palestine. 


[United Nations Security Counci). 8/2185, 6 ine ast Origina): English. Genera] distribution on 6 
une 


Castecram Dateo 6 June 1951 From tue Cuter or Starr oF THE TRUCE 
SUPERVISION ORGANIZATION FOR PALESTINE ADDRESSED TO THE SECRETARY- 
GENERAL TRANSMITTING AN INtERIM Report To THE Security CouNciL 


I have the honour to submit for transmission to the President of the Security 
Council a further interfin report! on steps taken to give effect to the Security 
Council resolution of 18 May 1951 (S/2157). 

1. The Government of Israel, in accordance with the request of the Chief of 
Staff, sto work in the demilitatized zone at 1630 local Israel time on 5 June 
1951 pending an inveatigation by the Chairman of the status of areas of land upon 
whieh work had been In progress. Upon completion of this Investigation, the 
Chafrman will authorize the resumption of work on land ascertalned by him not 
to be the subject of dispute. 

Arrangements have been made with the Government of Israel for the Chair- 
man of the Syrian-Isracl Mixed Armistice Commission to interview Arabs who 
had recently n evacuated from the demilitarized zone to Shaab, in Israel. 

3. Following completion of the interview referred to in paragra fh 2, the Gov. 
ernment of Israel has agreed that those Arabs who express their desire to return 
to the demilitarized zone will be permitted to do so. 

4, The Chairman of the Syrian-Israel Mixed Armistice Commission is examining 
possible ways and means of reaching an agreement with the Arab landowners in 
the demilitarized zone whose lands are involved in the works project of the 
Palestine Land Development Company Limited, with a view to continuing the 
project. 

5. Discussions are now in progress with regard to the general supervisory power 
of the Chafrman of the Mixed Armistice Commission in accordance with Articte 
. 58 of the General Armistice Agreement (S/1353/Rev. 1) and the explanatory note 
reproduced in the ninth paragraph of the Security Council resolution of £8 May 


Major-General Wittram E. Rizey, 
. Chief of Flag, 
United Nations Truce Supervision Organization for Palestine. 


' See document 8/2173. 
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(United Nations Security Council. General. 8/2213, 27 June 1951. Original: English} 


Castecram Datep 26 June 1951 FrRoM THE CHier or StaFF OF THE TRUCE 
SUPERVISION ORGANIZATION ADDRESSED TO THE SECRETARY-GENERAL, TRANS- 
MITTING A FURTHER INTERYS Rerort on Steers TAKEN To Give Errect to 
THE Security Councit Reso.utrion oF 18 May 1051 (8/2157) 


I have the honour to submit for transmission to the President of the Security 
Council a further interim report on acre taken to give effect to the Security 
Council resolution of 18 ate 1951 (8/2157). 

1, On 23 May 1951 the Paleatine Land Development Company ceased opera- 
tion [In connexion with the Huleh concession project on all Arab-owned land [n 
the demilitarized zone, which land had been the subject of dispute since 12 
February 1951. 

2. The Chalirman of the gs rear tel Mixed Armistice Commission then 
initiated an enquiry amongst Arabs whose lands lie along the Jordan River or 
contiguous thereto to determine if a; ment were possible whereby acceptance 
of fair compensation or exchange of land within the demilitarized zone could be 
arranged to avoid jeopardizing restoration of normal civilian life. 

3. e situation regarding the land in question may be summarized as follows: 

(8) The land needed along the Jordan River for the proposed channel 
amounts to approximately 25 dunams, situated along the west and east 
banks In numerous s.call parcels for a distance of about three kilometres 
with 70 landowners {nvolved. 

(b) The land to be used during the period of construction of the embank- 
ments and to be eventually returned to the owners amounts to approximately 
415 dunams, with 117 landowners involved. 

{c) As there are many co-owners of lands in both groups mentioned in 
subparagraphs (a) and (b), the total number of fandowners actually involved 
3 


4. The Chairman personally interviewed 28 Arabs who represented a total of 
85 out of 125 Arab landowners, These 28, along with those they represented, 
appear from best evidence available to hold to 95 percent of the Arab land re- 
q red for the proposed channel of the Jordan River, and to 90 percent of the 

rab land {n the demilitarized zone required for temporary use while the em- 
bankments are under construction. 

5. This up unanimously rejected any proposal relative to rental, sale, or 
exchange 0 any or all of their lands for other lands within the demilitarized zone. 

6. The rejection of the Chairman’s propessl may result In indefinite suspen- 
sion of the “Project” as a project unless the parties can resolve their differences. 
Attention is invited to difference of opinion that exists between the parties in this 
Ti as reported in paragraphs 2, 3, 4 and 5 of document 8/2173 dated 29 May 
1951, Due to the adamant stand of both parties, it is quite apparent that a 
dangerous situation may develop if the Palestine Land Development Company 
should decide to resume work on Arab-owned lands in the demilitarized zone 
before agreement is reached. : 

7. At an informal meeting of the Mixed Armistice Commission on 20 June 1951, 
the Senior Israel delegate rejected a suggestion advanced by the Senior Syrian 
delegate whereby an agreement could be reached between the-parties in regard to 
the project. The Israel delegate rejected the suggestion as too limited in scope. 
However, he also added that his Government was prepared to enter into discus- 
sions with Syria which might lead to settlement of all outstanding problems that 
presently face both Governments. ; ; 

8. Due to disagreement as to scope of an agenda, it appests unlikely that a 
guitable solution can be arranged through the Mixed Armistice Commission. 
Therefore, recourse may be sought under article VIII, barsareph 3 of the General 
Armistice Agreement by either of parties. If this method fails, then recourse 
may be sought under paragraph 4 which states “If the conference provided for 
in paragraph 3 of this article does not result In an agreed solution of a point in 
dispute, either party may bring the matter before the Security Council of the 
United Nations for the relief sought, on the grounds that this Agreement had been 
concluded {n pursuance of Security Council action toward the end of achieving 
peace in Palestine’. 

9. With reference to the action of the Chief of Staff in authorizing the Palestine 
Land Development Company to resume work on land not under lee utes the 
following information was used in arriving at his decision (attention {s Invited 
to section IV of document 8/2049 for pertinent details). It is to be noted that 
Syria at that time, in addition to the objections advanced regarding the project 


H 


' 
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as a whole, also stated in paragraph 1 of section IV ‘The Syrian delegation further 
held that the work undertaken by the Isracl authorities prevented many Arab 
residents of the demilitarized zone from resuming normal civilian life’. 

10. Paragraph 3, sub-paragraph A (b) of section IV of document S/2049 
expresses my views on the question of the “Project” as a project. At no time, 
pr or to submission of my memorandum, during the discussions that took place 

n the Security Council meetings which led to adoption of the resolution of 18 
May 1951 (S/2157) was the question raised as to whether or not lands other than 
Arab-owned lands night be involved. Such a possibility was first ralsed on 18 
or 19 May 1951. Not until I was {n receipt of the Government of Israel's letter 
dated 22 May 1951, an excerpt of which is quoted in paragraph 7 of $/2173 was 
I officially aware that work in connexion with the project would be continued on 
other than Arab-owned land. Thus 8 new problem was introduced. 

11. In accordance with the interpretation of article V of the General Armistice 
Agreement which is clearly enunciated in the explanatory note of 26 June 1949 
{quoted in 8/2187) the Chafrman could not authorize the Palestine Land Develop- 
ment Company to continue its work on Arab-owned lands unti! such time as an 
agreement is arranged through the Chairman for continuing this project. 

12. I invite attention to section IV, paragraph 2 of S/2019 in which the Chief 
of Staff made his interpretation of article V. ‘Fhough not menttoned, his under- 
standing of article V was based on the interpretation of this article as set forth 
in the explanatory note of 26 June 1949. 

13. When it was learned that the Palestine Land Development Company could 
work on certain [sracl lands without infringing on Arab land, the Chief of Staff 
then requested the Palestine Land Development Company again to stop all work 
on 5 June 1951 in the demititarized zone in accordance with 8/2157 until the 
Chairman had the opportunity to check as to whether lands on which work was 
resumed on 24 May could be considered as Arab-owned. This investigation was 
completed and as lands were not considered to be Arab-owned, permission was 
granted to the Palestine Land Development Company to proceed with work on 
11 June 1951. This action was based on article V as interpreted by the final 
psragraph of the explanatory note of 26 June 1949. 

GENERAL RILeEy, 


Excerpts FRoM TRANscRIPT OF Security Councit MEETING or May 18, 1951, 
CoNncCERNING THE PALESTINE QUESTION . 


Sir Grapwyn Jess (United Kingdom). I do not know whether or not I am 
answering the question, but I should like to make a few remarks on the subject 
of the drainage system. 

I must say I was very grateful to the representative of the Netherlands for 
raising the question of the interpretation to be given to paragraphs 3, 4 and 5 
of the draft resolution which deal with the drainage scheme. I was particularly 

lad because it gives me an opportunity to explain in greater detail, and I thin 
may say on behalf of the sponsors of the joint draft resolution, the procedures 
which we think should be followed to resolve this dispute. 

Members of the Council will recall that I did make some allusion to this matter 
in my brief statement on 16 May, and I should like to quote what I said then. 
What I said then was; 

“Furthermore, should either of the two Governments feel that the provisions 
of the Armistice Agreement are unsatisfactory in any particular, and, as F have 
said, we are fully aware that the form of administration provided by the Agreement 
is by no means ideal, my Government considera them to be under an obligation 
to use the procedure defined in article VILE, paragraphs 3 and 4 of the Agreement. 
Tf I may illustrate this by a caso in point, may I say that if the Government of 
Israel considers that the Agreement is defect{ve insofar as it enables the land- 
owners of the area near Banat Yakub to hold up indefinitely the Palestine Land 
Development Company’s Lake Huleh drainage project, their right course must be 
to put forward whatever amendments to the Agreement they consider necessar 
to a conference convoked by the Secretary-General under the provisions of this 
article, and if necessary to bring their proposals to the Security Council. 
instead the Palestine Land Development Company proceeds with its operations 
and expropriates the land, having no authority to do so, the Company and the 
Israel authorities who control its operations must inevitably place themselves in 
the wrong in this matter.” 

That {s what I said on a previous occasion. 
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The sponsors of this joint draft resolution are all agreed that the Lake Huleh 
drainage project would undoubtedly promote the general welfare of the area, 
and, on genera! grounds, therefore, they would like, as at present advised, to see 
it put into effect as soon as possible. On the other hand, we are conscious of the 
ped of the Truce Supervision Organization to safeguard the ! meltiniate rights 
and interests of the Arah landowners. The first objective of the draft resolution 
is, therefore, to bring about the suspensfon of the drainage operations In the 

. demilitarized zone to enable the Chief of Staff of the Truce Supervision Organi- 
zation to use his good offices In an effort to bring about and negotiate a settlement 
between the owners of the affected Jand and the Palestine Land Development 
Company. If this effort to obtain a negotiated settlement fails, the sponsors of 
the Graft resolution would then look to the parties to the dispute to use the 
machinery provided by the General Armistice Agreement to reach a settlement. 

The Israel authoritles would thus ei Geg the Chairman of the Mixed Armistice 
Commission to act under article V of this Agreement, and we could hope that he 
would be able to arrange matters in such a way as to enable the drainage project 
to go forward, while at the same time satisfying all reasonable claims by the owners 
of the lands affected by it. But it might be that the Mixed Armistic Commission 
would decide that the Chairman was not competent to arrange a settlement in 
default of the agreement of the Arab landowners concerned, and if that were the 
case; the sponsors of this resolution contemplate that the Government of Israel 
would make use, to which they are entitled, of the provisions of article VIET of 
the general Armistice Agreement and, if necessary, bring this matter before the 
Security Council under paragraph 4 of that article. 

My colleagues and I are fully aware of the need to obtain a setttement of this 
suestion of the drainage operations as quickly as possible, and although we think 
that the machinery provided by the general Armistice Agreement, which both 
‘parties have pledged themselves to use, should be adopted, we do not believe that 
this cece necessarily postpone a final decision for more than, at the most, a few 

. weeks. 

If I may summarize the intentions which the sponsors of this draft resolution 
had in mind fn drafting paragraphs 3, 4 and 5, I should like to say that they hope 
that a negotiated settlement between the Palestine Land Development Company 
and the landowners mae be quickly achieved, but that if In spite of the clearly 
expressed views of the Council to this effect no such negotiated settlement proved 
possible, then the procedures and the machinery provided by the general Armistice 
Agreement should be used in order to make a final settlement possible. I betieve 
I may say on behalf of the sponsors of this draft resolution that if the Government 
of Israel did apply to the Council for relief, In accordance with the general 
Armistice Agreement, to enable it to acquire the land on suitable terms and to 
proceed with the drainage operations we should not—lI apeak for the sponsors—be 
unsympathetic to this approach; and it might well be that, as ‘i¢ could, the 
Security Council would then bestow upon General Riley the necessary authority 
to this end, provided, in his judgment, such action was desirable in the interest of 
the maintenance of international peace and papi & 

That fs my endeavour to translate the view of the sponsors on that point. 

% t t 2 td a * 

Mr. Gross (United States of America). The representative of Israel referred 
in his statement to the Sperchension of his Government that, as he sald, the text 
of the draft resolution—I quote from his statement: “irrespective of the intention 
of its sponsors, confers a veto powei upon the very interests which are implacably 
opposed to the drainage of the Huleh swamps. Since there will be no agreement, 
there will be no drainage.” 

That Is a quotation from the statement made by the representative of Israel 
this afternoon. In associating the delegation of the United States with the 
statement made by Sir Gladwyn Jebb just now, I hope that the apprehension 
expressed by the representative of Israel will have been met. I should like to 
underline, on benalf of my delegation, the comment made on behalf of all the 
sponsors by Sir aratagh be ebb, that the sponsors of the resultion are all ag 
that the Lake Huleh drainage project would undoubtedly promote the gencral 
welfare of the area and on general grounds they would like to see it put Into effect 
as soon as possible, 
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Backarounp or Seevaity Couxcit ResotutTion or May 18, 1951, ConcerNiING 
ALESTINE QUESTION 


The four-power resolution sponsored by the United States, the United Kingdom, 
France and Turkey on the Palestine situation was adopted by the Security 
Councilon May 18, 1951 by 8 vote of ten in favor, onc against, and one abstention, 
It is important to note that this resolution was a United Nations action sponsored 
by four members of the Security Council and approved by a unanimous vote. 
It represents the considered judgment of the Council after detailed examination of 
the ovidence submitted by the United Nations Truce Supervision Organization 
and after careful study of the statements of the representatives of the Govern- 
ments of Syria and Israel. . 

Article Five of the Israel-Syrian Armistice Agreement of July 20, 1949 estab- 
lishes a Demilitarized Zone from which the armed forces of both Syria and Israel 
are totally excluded and in which the United Nations Chairman of the Mixed 
Armistice Commission has certain special rights and responsibilities. These 

‘responsibilities include general supervision of the Demilitarized Zone and arrange- 
ments for the restoration and protection of normal civilian life both Arab and 
Israeli. Policing and administration in the area would be on a focal basis without 
raising general questions of administration, jurisdiction, citizenship, and sover- 
cignty. According to a letter of June 25, 1949, to the Governments of both 
Israel and Syria from Dr. Ralph Bunche, then Acting Mediator for Palestine, 
“The provision for the Demilitarized Zone in light of all circumstances Is the most 
that can be reasonably expected In an Armistice Agreement by either party. 

uestions of permanent boundaries, territorial sovereignty, customs, trade rela- 
tions, and the like must be dealt with in the ultimate peace settlement and not 
in the Armistice Agreement.” 

The immediate background of the present dispute is set forth In a report to 
the United Nations of March 12, 1951 from Major General William E, Riley, 
Chief of Staff of the United Natlons Truce Supervision Organization, who is 
charged with the gener supervision of the several Armistice Agreements between 
Israel and the nefghboting Arab states. A copy of the section of the report on 
the operations of the Israel-Syrian Mixed Armistice Commission is enclosed. 

In a memorandum to both Syria and Israel dated March 7, which is included 
in this report, General Riley gave as his opinion that the Syrians had no right to 
object to Iaraet operations in the Huleh Marsh area outside the Demilitarized 
Zone but “the Palestine Land Development Company should cease {ts operations 
in the Demilitarized Zone until such time as a mutual ereament is arranged 
through the Chairman between Syria and Israel for continuing this project.” 
On March 10 the Chairman of the Mixed Armistice Commission requested the 
Israel authorities to cease operations in the Zone and on a number of su uent 
occasions similar orders and requests were made by the Chairman of the Mixed 
Armistice Commission. . 

It Is believed that the deterioration of security in the Demtlitarized Zone after 
March 10 can be attributed to the fact that these meriueets of the United Nations 
Chairman went unheeded and to the ensuing Inability of the Mixed Armistice 
Commission to deal with the issues at hand. From the middle of March to the 
beginning of May there were sporadic outbreaks of shooting in the Demilitarized 
Zone, the most serious occurring on April 4 and § and again at the beginning of 
May. On May 8 the Security Council adopted a resolution calling upon both 

ttles to cease fire. Both governments accepted this resolution and the situa- 

ion is reported generally peacetul in the area at the present time. 

It is pointed out that the fundamental consideration of the four-power resolu- 
tion is the strengthening of the Syrian-Israel Mixed Armistice Commission and 
of the authority of the United Nations Chief of Staff in dealing with this par- 
tieular situation in the Demilitarized Zone within the terms of the Armistice 
Agreement and with the machinery already established for that purpose. It was 
not the design of the sponsors of the resolution to bring about a permanent cessa- 
tion of the drainage operations in the Hulch area which are, of course, dependent 
on the work in the Demilitarized Zone. On May 18, 1951, Sir Gladwyn Jebb 
Permanent United Nations representative of the United Kingdom, on of 

he four sponsore, discussed this aspect of the resolution in the Security Council. 
A transcript of his remarks together with the immediatel following statement of 
the United States representative in the Council are enclosed for your informa- 
tion. As of possible interest there is also enclosed a copy of the Security Council 
resolution of May 18, 1051. 
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It is hoped that the limited arrangements represented by the Arinistice Agree- 
ments can be supplanted or expanded by additional agreements between Isracl 
and the Arab states which will result in final peace settlements. Meanwhilo, in 
default of more comprehensive settloments, these Armistice Agreements are the 
only, and therefore invaluable, instruments safeguarding peace in the area, As 
such they must be carefully preserved. It is tho belief of the United States that 
it is only through seruputous adherence by the partics to the Armistice Agree- 
ments and Security Council resolutions that a solid foundation can be laid for 
eventual permanent peace. 


RESOLUTION ON THE PALESTINE QUESTION ADOPTED BY THE SECURITY COUNCIL 
ON MAY 18, 1981 

The Security Council, 

Recalling its past resolutions of 15 July 1048, Pt August 1910, 17 November 
1950 and 8 May 1051 relating to the armistice agreements between [sracl and the 
neighboring Arab States and to the provisions contained therein concerning 
inethods for maintatning the armistice and resolving disputes through the Mixed 
Armistice Commissions participated tn by tho partics to the Armistice Agreement: 

Noting tho complaints of Syria and Isracl to the Sccurity Council, statements 
in the Council of the representatives of Syria and Isracl, the reports to 
the Seeretary-General of the United Nations by the Chicf of Staff and the Acting 
Chief of Staff of the United Nations Truce Supervision Organization for Palestine, 
and statements before the Council by the Chief of Staff of the United Nations 
Truce Supervision Organization for Palestine; 

Noting that the Chief of Staff of the Truce Supervision Organization in a 
memorandum of 7 March 1953, and the Chairman of the Syrian-Isracl Mixed 
Armistice Commission on a number of occasions have requeated the Isracl Dele- 
pation to the Mixed Armistice Commission to insure that the Palestine Land 

velopment Company, Limited, fs instructed to cease all operations in the 
demilitarized zone until such time as an agreement is arranged through tho Chair- 
man of the Mixed Armistice Commission for continuing this project, and, 

Noting further that Article V of the General Armistice Agreement gives to the 
Chairman tho responsibility for the general supervision of the demilitarized zone, 

Endorses the requests of the Chief of Staff and the Chairman of the Mixed 
Armistice Commission on this matter and calls upon tho Government of [sracl 
to comply with them; 

Declares that in order to promote the return of permanent peace in Palestine, 
is essential that the Governments of Isracl and Syria observe faithfully the 
_ General Armistice a Wa of 20 July 1949; 

Notes that under Article 7, paragraph 8, of the Armistico Agecement, where 
interpretation of the meaning of a particular provision of the agreement, other 
than the preamble and Articies I and If, is at issue, the Mixed Armistico Com- 
mission's interpretation shall prevail; : 

Considere that it is inconsistent with the objectives and intent of the Ariniatico 
Agreement to refuse to perlieipete in meetings of the Mixed Armistice Commission 
or to fail to respect pi er of the Chairman of the Mixed Armistice Commission 
as they relato to his obligations under Article V and calls upon the parties to be 
represented at all meetings called by tho Chairman of the Commission and to 
reapect such requests, : 

‘alls upon the parties to give effect to the foilowing excerpt cited by tho Chief 
of Staff of the Truce Supervision Organization at the 542nd meeting of the Sccurity 
Council on 25 April 1951, as aaa from the summary record of the Syria-Israc] 
Armistice Conference of 3 July 1949, which was agreed to by the parties as an 
authoritative comment on Article V of the Syria-Israel Armistice Agreement; 

“The avon of civil administration in villages and settlements [n the 

demilitarized zone is provided for, within the framework of an Armistice 

. Agreement, in sub-paragraphs 5 (b) and 5 (f) of the draft article. Such civil 

a mintstrailon, ineludin licing, will be on a local basis, without raising 

general questions of administration, jurisdiction, citizenship and sovercignty. 

“Where Israeli civilians return to or remain in an Isracti villago or settle- 

ment, the elvil administration and policing of the village or settlement will 

by by Ieraclis, Similarly, where Arab civilians return to or remain In an Arab 
village, a local Arab administration and police unit will be authorized. 

“As ctvilian life fs gradually restored, administration will take shape on 

a local basis under the general supervision of ‘the Chairman of the Mixed 

Armistice Commission. 
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“The Chairman of the Mixed Armistice Connntission, in consultation and 
co-operation with the local communities, will be in a position to authorize 
all necessary arrangements for the restoration and protection of civilian life. 
Re will not assume responsibility for direct administration of the zone.” 

fecatls to the Governinents of Syria and Isracl their obligations under Articte 
Il, paragraph 4 of the Charter of the United Nations and their commitments 
under the Armistice Agreement not to resort to military force and finds that: 
(A) Acrial_ action taken by the forces of the Government of Isracl on 5 April 
1951 and (11) any aggressive military action by cither of the parties in or around 
the demilitarized zone, which further investigation by the Chief of Stafl of the 
Truce Supervision Organization into the reports and complaints recently sub- 
tnltled to the Couneil may establish, constitute a violatlon of the cease-fire 
provision provided in the Security Council resolution of 15 July 1948 and are 
inconsistent with the ferms of the Armistice Agreement and the obligations 
assumed under the Charter, 

Noting the couplaiut with regard to the evacuation of Aral residents from the 
demilitarized zone: (A) decides that Arab civilians who have been removed from 
the deinilitarized zone by the Government of Israci should be reeamiitess to return 
forthwith to their homes and that the Mixed Arinistice Commission should atiper- 
vise their return and rehabilitation in a manner to be determined by the Com- 
mission; and (B) hotds that no action involving the ¢(ransfer of persons across 
international frontiers, armistice lines or within ¢he demilitarized’ zone should be 
are ake tt without prior decision of the Chairman of the Mixed Armistice Com- 
THESsiOnh, 

Noting with concern the refusal on a number of occasions to perinit observers 
and officials of the Trice Supervision Organization to cater localitics and areas 
which were subjects of complaints in order to perform thelr legitimate functions, 
considers that the parties should permit such entry at all times whenever this is 
required, to enable the Fruce Supervision Organization to fulfil its functions, and 
should render every facility which may be requested by the Chairman of the 
Mixed Armistice Commission for this purpose. 

Reminds the parties of their obligations under the Charter of the United Nations 
to settle their international disputes by peaceful meana in such manner that 
international peace and security aro not endangered and expresses its concern 
at the failure of the Governinents of Isreal and Syria to achieve progress pursuant 
to their commitments under the Armistice Agreement to promote the return to 
perinancnt peace in Paleatine. 

Directa tho Chicf of Staff of the Truce Supervision Organization to take the 
necessary steps to give effect to this resolution for the purpose of restoring peace 
in the area and authorizes him to take such measures to restore peace in the ares 
and to make auch representations (o the Governments of Isract and Syria as he 
may decin necessary, 

alls upon the Chief of Staff of the Truce Supervision Organization to report to 
the Security Council on compliance given to thia resolution, 

Requeste the Sceretary-Gencral to furnish such additional personnel and assist- 
ance as the Chief of Staff of the Truce Supervision Organization may request 
in carrying out this resolution and the Council's resolution of 8 May 1951 anid 
17 November 1950. 


Excerpr or A Rerort Darep 12 Marcu 1951 From tae Cuier or Starr or 
tHE TRUCE SUPERVISION ORGANISATION TO THE SECRETARY GENERAL OF THA 
Unitep Nations on Tus Status or tuk Operations oF tHE Mixep ARMIS- 
Tice CoMMISSIONS 


lV. STRIAN-ISRAEL MIXED ARMISTICE COMMISSION 


1. Tho main concern of the Syrian-Israe] Mixed Armistice Commission has been 
the administration of demilitarized zones and tho problems arising therefrom. 
The Isracl project for straightening and deepening the bed of the Jordan River 
at tho southern end of Lake Hula has 3cd to complaints to the Syrian-Jaracl 
Mixed Armistice Commission by the Syrian delegation. Tho alin of thir project 
{a to lower the water level of Tako Hula and to dry the marshes north thereto. 
The Syrian delegation has contended that the carrying out of this project would 
remove & natura) military obstacle, in contravention of article TI, paragraph 1 
of tho Tan lara! General Armistice Agreement, which states: 

“Tho principlo that no military or political advantage should be gained 
under tho truce ordered by the Sceurity Counell is recognized.” 


, a” ae 4 
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The Syrian delegation further held that the work undertaken by the Isracl au- 
thorities prevented many Arab residents of the demilitarized zone from resuming 
normal civilian fife, 

2. Undcr the terms of article V of tho Syrlan-Israc] General Arnuistice Agrec- 
ment the Syrian delegation Is required to address its complaint conceralng the 
demilitarized zone to the United Nations Chairman, and likewiso the United 
Nations Chairman can decide whether the work being carried out by the Isracl 
authorities In the demilitarized zone could be permitted under tho term of the 
General Armistlee Agrecment, The Syrian complatnt was made to the Syrian- 
Tsracl Mixed Armistice Commission on 14 February 1953. The Isracl delegation, 
however, ralsed no objection to the complaint being considered by the Commission, 
Instead, at the formal meeting of the Syrian-Israc] Mixed Armistice Commission 
on 21 February 1951, both delegations agreed mutually to seck the opinion of tho 
United Nations Chief of Staff on the question as to whether or not the work 
undertaken by tho Isracl authorities constituted a contravention of Article IT 
(military advantage) of the Gencral Armiatico Agreement. 

3. At the meeting of the Syrian-Isracl Mixed Armistice Commission on 7 March 
1951, the United Nations Chic! of Staff submitted a memorandum to tho Chalrman 
of the Syrian-Jerae] Mixed ‘Armistice Commission which was circulated to the 
delegations. In submitting the memorandum, tho United Nations Chief of 
Staff took Into consideration tho fact that tho Isracl delegation had raised no ob- 
jection to tho Syrian complaint being discussed in tho Syrian-lsracl Mixed 
Armistice Commission. Thts memorandum read as follows: 

‘TA, In accordance with the desires of both delegations of the Syrian- 
Israel Mixed Armistice Commission as expreased at the 58th meeting held 
on 2h February £951, the views of the Chief of Staff arc transmiltcd with 
respect to the Lake Hula Concession project now being undertaken. 


“eg, Miliary Adcantage . 

It can be argued that {n the draining of Lake Hula marshes, any 
military advantage which will accrue’ to one Party shall be equally 
enjoyed by the other Party. It should be pointed out that the terrain 
along the demarcation line and cast of the international border between 
Syria and Palestine fa the vicinity of the Hula marshes is In itself a 
natural obstacle to the movement of military forces. These to aph- 
teal features and extremely high fround present a dominating military 
terrain feature from which the Syrians can control the ground whic 
is now marsh land. The argument of Syria that in drawing up the 
Armistice A ment a demilitarized zone was created where no natural 
obstacles existed, is not valid. Article V, pa ph 3, states in part: 

‘ Armistice Demarcation Line s ollow a line midway 
between the existing truce lines, as certified by the United Nations 
Truce Supervision anization for the Israel and Syrian forces. 
Where the existing truce lines run along tho internallonal boundary 
between Syria and Palestine, the Armistice Demarcation Line 
shall follow the boundary line. 

Artlele V, paragraph 5 (a) states In : ‘ 

‘Where the Armistice Demarcation Line docs not correspond to 
the International boundery between Syria and Palestine, the area 
between the Armistice Demarcation Line and the boundary, pend- 
tng Binal territorial settlement between the Partles, shall be eatab- 
lished as a Demilitarized Zone.’ 

From these articles, it is conclusive that a demilitarized zone was 
created where the truce lines did not correapond to the international 
border between Syria and Palestine, and not in locations where no 
natural obstacles prevented the movement of armed forces, 

It Is concluded that: 

i. in draining Lake Hula, the Israelis will not enjoy any military 
advantages not equally applicable to the Syrians; 

fi. the demilitarized zone was nof created where natural obstacles 
to the movement of armed forces were non-cxistent. 


‘bh, Civilian Works 

In draining the Hula marshes, the Israelis aro performing works of a 
clvilian nature for the purpose of reclaithing land for cultivation. This 
work affects land in tho territory under Isracl control. Therefore, 
Syria cannot on any grounds offer an objection to this type of work, 


! 
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any more than could Esracl protest against projects of a similar nature 
being performed by Syria in territory under its control. Tt must be 
further pointed out that the draining of these inarshes will be equally 
advantageous to Syria from s sanitary point of view. In completing 
this project, Isracl will have contributed to the malaria control of the 
area, 


“ce, Construction of Dam 

The construction of a dain at the south end of Lake Hula to lessen 
the flow into the Jordan River has resulted tna slight rise in the level 
of the fake with some flooding of Arab lands in the vicinity of Fin Tinna. 
While this flooding approxiinates (hat which would occur during a normal 
rainy season, nevertheless Chis water will not recede in due course, This 
flooding, therefore, is an obstacte [In the retura to normal civilian life of 
the inhabitants of the demilitarized zone. This is a violation of article 
V, paragraph 2, of the Armistice Agreement. 


“d, Work Wihing the Demilifarized Zone 

At the present time, Isractis are performing work within the central 
sector of the demilitarized zone preparatory to straightening and 
deepending the Jordan River, A road has nocut through Arab 
lands, agaiust the will of land owners, The Israelis contend that they 

are exercising rights under a concession originally granted by the Impcrial 
Ottoman Government in 1914 and transferred to the Palestine Land 
Development Company Limited in 1934. Whereas a Mandate Govera- 
ment Ordinance in 1038 gave undisturbed rights to the concessionsires 
in the areas known aa the ‘Unreserved Concession Area’, it does not 
follow that these rights granted under the Mandate Government, which 
no longer exists, still hold good. 

Tho demilitarized zone created by tho Armistico Agreement was 
defined with a view toward separating the armed forces of both Partics 
while providing for the gradual resforation of normal civilian life in the 
arca of the demilitarized cone. Tho Chairman of the Mixed Armistice 
Commission was charged with the responsibility of ensuring that the 
provisions of the Artnistice Agreement with respect to the demilitarized 
zone were Implemented. It follows that neither Party to the Armisties 
Agreement therefore enjoys rights of sovereignty within the demili- 
tarized zone. Any laws, regulations or ordinances in force prior to the 
Armistice Agreement which affected any areas included In tho demili- 
tarized zono are null and vold. Therefore, the concessionaires do not 
enjoy the right to expropriate lands or buildings, to occupy lands tem- 

rarily or to force tho owners of lands to accept compensation. There 

no law of expropriation within tho demilitarized zone. Any occupancy 
of lands cither temporary or permanent, without the full consent of the 
land ownera is a hindrance to the restoration of normal civilian life in 
the demilitarized zone, and a violation of article V, paragraph 2, of the 
Armistice Agreement, 

“B. Until such time as a mutual agreement is reached between the Govern. 
ments of Syria and Isracl, with respect to the work now being conducted in 
the demllitarized sono in connection with the drainage of the Lake Hula 
marshes, the Palcetino Land Development Company or any auccessors are, in 
the opinion of the Chief of Staff, not justified {In continuing such work. 

“C. In the opinion of the Chief of Staff, tho Palestine Land Development 
Company Lin.ted should bo instructed forthwith to cease all operations 
within the demilitarized zone, until such timo as a mutual agreement {s 
arranged through the Chairman between Syria and Isracl for continuing this 


project. 
(Sgd.) W. E. River 
Major General, USMC.” 


Note: The United Nations Chicf of Staff now believes that his momorandum 
should havo stated that any laws, regulations or ordinances {n force prior to the 
Armistice Agreement which affected auy arcas {ucluded in the demilitarized zone, 
“are held in abeyance'’, instead of “are null and tvid’’. 

4. At the meeting of 7 March 1051, the Isracl delegation contended that the 
Syrian Tersel Mixed Armistice Cominission had invited the United Nations Chicf 
of Staff to express an opinion whether the work belng dono by Isracl was a con- 
travention of articlo IL of the General Armistice Agreement or not. It was not 
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in order for him to go outside the scope of tho request as he had done In his memo- 
randum. Tho Isracl delegation charged the United Nations Chief of Staff with 
assuming prerogatives in tho demilitarized zones which were not given to him 
under the General Armistice Agreement. The Tsracl delegation maintained (hat 
Ieracl was determined to uphold her sovercigaty in tho demilitarized rone except 
insofar as It was limited by the terms of the Generat Armistice Agreement, 

§ The Syrian_delegation stressed that it would have been improper for the 
United Nations Chief of Staff to express an opinion on one aspect of the problem 
only. Ife was within his rights to advise the Syzian-Israck Mixed Armistice Coin- 
mission on all aspects of the problem. The Syrian delegation called on the Com- 
mission to voto on tho Syrian delegation’s complaint. However, i¢ was mutually 

to postpone tho vote for twenty-four houra to permit the Isracl delegation 

to study further the memorandum from the United Nations Chief of Staff and 
the tlon taken by the Byrlan delegation. 

6. Three hours before the time set for the mecting on 8 March 1951, the Chair- 
man of the Syrian-Isracl Mixed Armistleo Comunission received tho following 
messago from the Isracl deputy Chicf of Stalf: 

“ET am instructed by my Government to inform you that, having heard the 
report of yesterday's meeting of the Syrian-Isracl Mixed Armistice Comimts- 
sion, It considers that the questions raised and the memorandum submitted 
by General Riley calls for careful consideration. J have, therefore, instructed 
our delegation not to attend tonight's meeting of the Syrian-Isracl Mixed 
Armistice Commission, which will have to be postponed.” 

Tho mnessage added the Isracl delegation would Inform the Chalrman of the date 
on which it could take part in a meeting of the Syrian-Izrac) Mixed Armistice 
Comnifssion. 

7. This message was communicated to the 8yrian delegation which replied on 
the aamo day as follows: 

“a, Since the meeting of the Syrian-lIerael Mixed Armistice Commission 
set for 8 March 1951 was mutually agreed upon, the postponement requested 
by the Israel delegation constitutes a very dangerous precedent. This action 
gives the Important problem under discussion a sense of gravity which might 

mpede the smooth working of the Syrian-Israe] Mixed Armistice Coiunmission 
in the future. . 

“b. The Syrian delegation tests against the delay caused by tho Israel 
delegation in the Syrian-Jsrael Mixed Armistice Commission taking a decision con 
the question of Lake Hula. Tho Syrian dolegatlon requests the intervention of 
the United Nations Chief of Staff, Truce Supervision Organization, in order that 
the Israel] work now in {n the demilitarized zone be stopped immediately.” 

On 10 March 195), the Chairman of tho 8yrian-Israel Mixed Armistice Com- 
mission requested tho Israel delegation to ensure that instructions are issued In 
order that Israel] works on Arab-owned lands in the demilitarized zone be stop 
until action has been taken by the Syrian-Jarael Mixed Armistice Commission. 
To date, the Israel authorities have isnored the request of the Chainnan to cease 
work on this projeet within the demilitarizod zone. 

. aragraphs 1 to 8 refer to matters which occurred after tho ninety-day period 
from 17 November to 17 February. These details are included in this report in 
view of the importance attached to the Lake Hula probjem by the Israc! and Syrian 


delegations. 
“ee W, E, Ritey 


Major General, U.S. Afarine Corps, 
United Nations Chief of Stoff of the Truce Supertision Organization, 


Jenvsatew, 12 March 1951, 
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SATURDAY, JULY 21, 1951 


Hovst: or REPRESENTATIVES, 
CosmMittrEr ON Fortran Arratns, 
Washington, D.C. 
The committee met in the House Foreign Affairs Committes room, 
the Capitol, at 10.a.m., Hon. dames P. Richards (chairman) presiding. 
Chairman Ricnarns. The committee will come to order, please. 
Assistant Secretary of State McGhee will continuo his testimony. 
Mr. McGhee, T want to apologize for not being here when you and 
the admiral finished yesterday, but you know what the situation was 
on tho floor of the House at that time. 


STATEMENT OF HON. GEORGE C. McGHEE, ASSISTANT SECRE- 
TARY OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS 


Mr. McQuern. Yes, sir. 

Chairman Ricuanps. I believe we were continuing with tho ques- 
tioning. Are there any members who have further questions to ask 
of ah Assistant Seerctary? If so, do not hesitate to ask them. Mr, 
Smith. 

(Off-the-record discussion between Mr. Smith and Mr. MeGheo 
followed at. this point. The following was submitted for inclusion in 
the record:) 


Industry and labor projects for fiscal 1952 Arab States and Terart 
{In ¢houssnds) 


TAGE RTO asses ve caccecs ccs vcenecce secs eccd ta vesacseccisowcacioas 


Iraq: 
sperts (5), trainees (4), and lestine equipment for tanneries, fruit 
faonkny, tertiles, Guninaction and chemistry isia'at Sains Sleyas a Walaa ef 
Experts 2 and trainces (8) for socis! accurity, tabor welfare, and vilisge 
DORVIOOS 65 ies se ois: aeeae cn cedseccescenaceeeeeseatsaewentxeumevas see 


ordan: i 
Experts (4) for Indastris] development staff of Ministry of Agriculture... 
Frperts Q) and cauintoens for survey of phos ate fertilizer and 


toc POPSET ITTIT ITIL ET Trerir Terre rere) 
Experts @) tralnces (15) for socks] welfare.......0......e ce ceseeeee 
Total Jordan....ce.cscccssceeeees bowdcatvosdeusd ieteesdsacateteece 2s | 187 | 08 


83T08—51——-65 853 
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Industry and labor projects for fecal 195@ Arab States and Israel—Continued 


(fn thousands} 
Local Grand 
cost tal 
Lebanon: Experts (6), trainees (6), equipment for community deve 
T including slum aftaS co. ere ep $140 
Badd Arable... 2.2... cece eee cec tcc w een e cn ne cece ce secsmercacerennwetenccePecetaceteseancesncccluscesesece 
Se 
Experts (10), trainees (1S), and training msterial for social security 
TATION ooo eee cece cece cece esses seecar cen nsnensesescusee: 
Esperts (6), trainees (7), and cement plant (CAF basis) 4, 5300 
is eS 1 9 4,750 
Total Arad States 6,082 
Israel: 
Experts (p and trainees (4) for vocations! tralning..........0..2.0.605 20 
Experts 2) and supplies for survey of Mituminous limestone... ....... % 100 
w, pilowatt generating unit with ausilisry equipment and trans- 2150 10 
missborn Mines... 0. ee ec eee cctn ecto cce teresa cet enns crc eneneeenes 
Experts (8), trainees (20), and training materials for soctal and com- 
munity wellare programs ....... 2. cee. e eee enennnes 110 310 
Total [sraed.... 2... cece nce ce cence eens etencentecnceccacecsveesseees 4,918 2,312 | 1,230 
aS eee E—E—eE=EEE 
Total Israel and Arab States......00...00..00cccececeececceeeeeers RAR | 4,64 | 13,312 


Mr. Sait. What I would like to get js what money we have 
advanced by way of loan or grant to Isracl and to the Arab States. 

Have we given anything to the Arab States at all? 

Mr. McGueer. No, sir; only under the point 4 program. 

Mr. Smit. What does that amount to as of this day? 

(The following information is supplied for the record in answer to 
Mr. Smith’s question.) 


Summary of point 4 authorizations in fiscal 1951 to near eastern and independent 
frican countries 
Arab States: 
Egypt 


Pb. cee cnc cen cece ee eee eee eee eee bower enews eee ee $146, 964 

Teaq. . 2-2-0 enn een en ee en ee ee een ee neee 28, 551 

Jordan....----.------ 2-2 nee eee eee eee eee we tec e ese e eee 138, 598 

Lebanon... 0.2222. eee eee cee ee eee ee ee eee eee 112, 868 

Saudi Arabla... 20-22-2222 eee eee eee ee nee eee 97, 300 

THO. 2 ew ee ce ce cee eee cence ee ne nee e eens 88, 140 

CO 5 ee 

Total Arab States.........-. 202-22 e eee eee eee eee eee 612, 421 

| as 98, 
| Ct: 1, 646, O17 
Independent Africa: 

hiopla and Eritrea.....-- 2-2... - eee eee ee eee ee eee 50, 000 

Liberia... 222 ee eee een ce een w reece nee n ee ec eeee 838, 820 

Libya... oe ee cc ec new cece nc renee eneeeeenee 186, 850 

Total Independent Africa......-...--.- 22-2 en cceeeeee een es 1, 045, 670 
Regional projects. .... 2... cece wenn ween ccc n cme cen cen nerenecne 

Grand total............-. oe eee c ee came n ane ence cen erases 4,031, 661 


‘ 
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Authorizations 
EGYPT 
[General sgreement: May 5, 1951. TCO—Frederick Sacksted c+] 


Technicians 
Projects Awount [(———___—_—_————_ 
Authorized; In field 


Furs! y rroreoet program—rura) centers and related public 


iteust mectabting Ocrials ‘developient; contrac’ wht Anttar | | >" ‘ 
ousine ms evelopment, contract w 
bd. tates tne 29 De aii cain a duals ou cle Seek Seeb ees ceetrawseses ees t 20,000] Contract j...........- 
Rertcultite sole... ccicicece cassevetegectesveccesesceecgeceveceecaes 1vu 4 [ 
Training Frants for 32 (mechanical engincering, 1; social] scrvices, 
t6; rome) survey, 2; mining and ane taJAreys:2 2; government 
accounting, 1; and agriculture 10)............c0ecec cee ee eee ce eee 72.044] Trainees [............ 
Leader grants CT (Rg RENIN St eet RAs i APR ies aaa, OL OB Toes cece Yiae dee esctan 
Total.......-... esse Pee: gCusisescdbsuctwiceceseiawctesdacd: 146, 9¢4 7 2 


TRAQ 
[General agreement: Signed Apr. 10, 1651. TCO—Authorized) 


Member development hoard—general economic dercbyment 
Maternal and chiki-health pat sels 


Training grant in engineeri 
Leader grants for 4 
VOR cicsc cbse a iech wee sestecweveceweseubsewnes cede sdeteeeess 
JORDAN 
(General Agreement: Signed Feb. 27, 1951. TCO—None autboriscd] 


Village water su —contract (and equipment procurement) for 
surety and rad ae repairing, and = and butting of cisterns and 


Peidesvewes ess reudeseces tive veaseedes ve esse tewasteseans $127,310 | Contract [............ 

central Covenant taboratory, estahishment of and assignment of ; 
raining erants Gr ia plied 00ST R258 bss ccessecssbeaseeseuse ss 
Leader (rant F001... 22... cee ence eee cee ence etenesouewenenenenee 3,000 }............ Vues udae'us oa 
Total. ........ S2bchew de Cew wes atedieecswsesceeen eadeteeseeensos St eee Seen Pi 


LEBANON 
[General agreement: Signed May 29, 1951. TCO—None authorised) 


' ives valley development—Mission to invest bility and 
ore of deve ¢ Litani Riser aA fas requ Neat 


Agriutioral deve t—Eate jon, production and” 
eee west No.3 .. Pe ge Oe | wdbes ceases Coaewe’ 
Trallag frants in eri ata foe & request NAF ier ea aD 


t grants for 3. ............02. dsededueadedvelasvecssccceesescs 


! Originally authorized $130,000, reduced to $12,722 as amount to be obligated b. ot Sisoal year. 

i fsbOts ke inborstry aad $16 for techaiean auto borited but not obligated by end of fiscal pear, bence 
ps ed fe Jane fron seit 2 technicians returning United States end of Jane. 
1 Rede’ ta Tue from #78150 oe 
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Authorizations—Continued 
SAUDI ARABIA 
(General agreement: Signed Jan. 17, 1951. TCO—None authorized) 


Technicians 
Projects 
‘ Authorized} In field 
Ground water survey—country-Whle. . 0.2... cece eee eee nee ere eeee 00 3 3 
8u mental serial survey on water and agricullura) potential Contr. iecbesencace 
reese finance—services ts fees of § advisers to Ministy of Finance onieent 
on customs, budget red secomnt nes currents And Gages ccs OO besecsnsccesicvesencs. 32 
Leader grants for 2.......... pbsbvbasisn soeeseeswccueieescncscetesess $ 
Total. ....cc0e KeGiccviedaiaccseeeaenee AiR Anhae naa RR WO , 7 2 
SYRIA 
(General Agreement: Not signed. TCO—Authborized} 
Rural {mprovement—contract with Near East Foundstion........- | ssq110| iideawe cease ; ventewcsets 
YEMEN 
re {General agreement: Under negotistion. TCO—None authorized] 
one, 
ISRAEL > 


(General Agreement: Signed Feb. 26, 1951. TCO—Authorized} 


Contract with Unitarian Serre women Ioe.: Health edu- 


TRAN 


Labor— Expert In nticeship tralning 
Near ised Founda A grant for rural development 


“fants witbdiaen 
tAgrcultwe, fcc ‘pa ee 1; industrial training, 3; minerals and fadustry, 6; public health, 4; 
railroads, 7; reclamation, 3 (total 29) 
eeu pag: $ (total 2 


1 Personne) Involved are so hoe ters Oneer oR orement project 


fs fiscal year. 


8 8u suthoriza tions issued to N tment of "Agfeltnre $60,900), USPHS 
eto), Bean Young University senon), aah Be of Utah ($65,000), and Utah tah State A Agricultural 


ERITREA 
(General agreement: Signed June 15, 1951. TCO—None seasccapastsal 


aAtricolearel ¢ extension and demonstration—serricio grant (Eritrean-American Technical Assistance 
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Authorizations—Continued 
LIBERIA 


General agrcement: Signed Dec. 22, 1950 (also agreement on Joint Commission Dee. 22, 1050). TCO— 
Reed Hill (in Monrorta)) 


Technicians 


Projects Amount 
Authorized] In fickd 


— 


A general cconnmic development project for Liberia was approved; 
Saran bor coinponents include the following: 


“Puttic health mission .. 2... ..c.00cee cence seceeceeceecseoees $177, 100 19 ? 
Regional research program on tropical diseases In conjunc- 
t with Liberian Institute of the American Founds- 


ton for Tropical Medicine, Ine.. 8,000 3 2 
Educational consultant ............. 3, 200 1 1 
Education: Urant to Booker Washington Institute of Liberia, 
Na oc. shades secede cnceeeb tens veundetsoccee Cowtedekccw ees #,000 | Contract [............ 
USDA: Agricultural program .. 2.0.2.2... 2.0 cce cence ee een eens 44,000 13 
Coast and Cicodetic Survey: Preliminary survey... ..........2.. 1,500 1] Completed 
Preliminary work on acrial mapping for proposed survey. ... 1,@00 (4) CD 
Hees Ae padi poe Setlee aueeoiaie —o £ ; 4 
ydroeketr «er and por evelopimen ee 
Contract for serial thotography and mapping with £ F 
vey Corp., Philadel PBB es ca wececcweta eens sees se vale neds 130,000 | Contract |............ 
Program operat fons, sus4ties, Spain, ete. (includes mem- 
bers of United States Economics Mission)..........-...--202- 395, 000 13 7 
Traiging grants for 12 in public health (4 In United States and 
Sin Africa). 18,000} Trainees f............ 
Leader grants WOOD tiscs es vets Sebo eevedss 
Woh aD ss Se -ovsa svtaMecus oka wlowaseeotalsdocssswsaeexeekes 838, 820 54 | 2 


LIBYA 


Water Resources Survey in Tripolitania.............2...-52.ece0ees #4, 100 1 1 
Grant to Libyen-American Technical Assistant Service (Agricul- 

tural extension, demonscrstiun, amd training)... 2.2.2.2... eee ee ee 190,000 Fos esccsceiusfocsacsaeeecs 

Petant OG ese. ros se cele cs ce senetscweecsacteasiveaseeses DID Niceiscievessl icscecveves . 

TOU) sc ieee siecle dices dedseicekdoasecaddevceesedecsescensess 136, 850 1 1 


NEAR EAST REGIONAL PROJECTS 


Federal Security—Public Health Service to review needs and ar- 


2 
3 
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3 
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NEUE 9 fos aia wniseicioS cate sia tais'’s od de aicictis'e se Nid woebe's gees osu ee oat €24,000 | Contract [........... . 
Regional kabor consultant... 2.0.0.2... cece een ese en cen ceccccwecs 300 Wi lisdiesecaectee 
MOtal): 2s cevctinesscbaeisSeneasaedeevols casi Deseectiales vee] 62K, 806 | 2 | 1 


3 Work to be done In United States, 
Funds withdrawn fn June. 


Mr. McGuer. Mr. Smith, previously we have made no United 
States loans to the Arab states exept for a small Export-Import Bank 
loan to Egypt, $7% svillion, and a foan to Saudi Arabia. There was 
one loan to Saudi Arabia of $15 million, I believe, which was completed 
and a new loan to Saudi Arabia which has yet to be drawn upon. 

We have made loans aggregating $135 inillion to Israel, of which 
$85 million has so far been spent. 

Mrs. Bouton. You say fhe loan to Saudi Arabia is finished. Has 
it been paid back? 

Mr. McGuee. No; it has been drawn down, but not paid back. 

Mrs. Botton. There is a self-liquidating process? 
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Mr. McGurs. Yes. In that caso the oil royalties were used as tho 
oleterel for tholoan. That was not truc of the second loan to Saudi 

rabia. 

Mrs. Bouron. What is tho second loan? 

Mr, McGurr. Wo havo negotiated a now loan. It is a straight 
Export-Import. Bank loan. 

Mr. Ssitu. Do I understand tho $135 ivillion to Israel has been in 
tho nature of a loan? 

Mr. McGuire. Yes, sir. It is 2 normal Export-Import Bank loan 
for agricultural and other development purposes. 

Mr. Chairman, I havo soe data on the status of Export-Import 
Bank and International Bank for Reconstruction and Deovelopwent 
louns which I should like to havo placed in tho record, 

Chairman Ricwarps, Without objection, the material will be in- 
cluded in the record. 

(Tho material referred to is as follows:) 


Banks loans (July 1, 1946-Dee. $f, nee Neon East and Independent Countrics of 
orthern Africa 


[Malions United States dollars) 
—----- 


S Principal 
Distussed Anehze, outst unding 


2.0 0 230 0 
) 0 0 0 
0 0 0 0 
28 0 128 0 
3 $57 9.3 5A7 
0 0 0 CY) 
2 123 16.7 9.3 
0 Q o 0.0 
7.3 7.33 9 7.35 
Qo ) A) 0 
3 25 Os 25 
? 0 ; 0 
4 as a2 is 
0 Q 6 te) 
$1.55 131.3 72 85 
19.8 i] 


t Net borrowed esents the amount of tot ifere lite suthorize J leas the tote] amounts of the credit which 
were either canceled of were not used before the sete dste of avail bility. 
1 7 tel t ‘the Bank" rr a the Bedibonsed balance of the oy ct bechec Theseus 
an . 
total Baca dist eed lane any tepayiomsts on petucipals 
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(Off the record discussion between Mr. Smith and Mr. McGhee 
followed at this point.) ; 
Chairman Ricwarps. Are thore other questions? Mr. Secretary, 
if there are any partons points that you think you should touch on 
lease do so. Wo will bo glad to have you give us any additional 
information that you foel we should havo before we get to tho admiral. 
Discussion off tho record.) 
Chairman Ricwarps. Mr. Secretary, whon Mr. Nathan was up 
here I asked that very question. Hoe was talking about tho great 
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number of refugees they had to absorb. How many lias Isracl had to 
absorb? 

Mr. McGurn. Mr. Chairman, tho total number of Jewish people 
that havo come to Isracl, since the Balfour Declaration of 1917, is 
about 1,200,000. The total number that came last year is around 
200,000. 

Chairman Rictarps. Could you class all those as refugees that 
could not be taken care of somewhere else? 

Mr. McGuerr. This is, of course, a complicated question. Many 
of these people come from countrics where they have lived for 1,000 
or 2,000 years as a minority group. They may have received dis- 
criminatory (treatment there from the majority groups. In the light 
of the Jewish aspirations this transfer to Israel is a desirable thing. 

It is true, of course, (hat many of them have come from situations 
that have been relatively static for a number of years. In some cases 


there may not be the senso of urgency that existed and still exists in’ 


the case of refugees from Europe. I think the refugees from Eastern 
Europe have been considered to represent a particularly urgent case, 
because it has been felt that the doors were aeaine The Jewish 
people, who wero being discriminated against, wero thought to have 
ittle time left during which they could get out. 

Chairman Ricuaros. The sense of some of that testimony was 
that thero was an obligation on somebody, possibly the United States, 
due to the fact that we followed the custom of having to contributo 
to thom if they had been somewhere else. 

I askect if you would not havo to subtract from that obligation the 
ahplaced refugees who had to go somewhere else. 

Tow many displaced were there? 

Mr. McGuer. There are 800,000 displaced persons who have 
entered Israel since World War H. |The number of Arabs displaced 
is almost precisely the number of Jewish people who have entered 
Isrecl since tho war. 

Chairman Ricnarps. That is the group that we are contributing 
the $50 million to in just 1 year? 

Mr. McGuer. That is correct. Of course, Mr. Chairman, we havo 
contributed very geyerously to the IRO. We have also accepted into 
this country a large number of people of refugee status. 

Mr. Burirson. May [ask a question right there? 

Chairman Ricttanps, Yes. 

ieeussion off the record.) 

hairman Ricuarps. Are there any other questions? 

Mrs. Bouton. I have a number, Mr. Chairman. 

Chairman Rrienaxgps. We will be delighted to have your questions. 

Mrs. Botton. On tho water situation, Mr. Secretary, which is so 
important to the life of the entire region. What is happening to the 
over-all major plan which the Israclis seem to take as a matter of 
course. What of the Tigris-Euphrates project. Can that not be 
oxpedited a lite, And what of the Arab Development Co. which I 
think is in Palestine, is it not? 

Mr. McGuer. Tho Musa Alami project? 

Mrs. Bouton. Yes, Mr. Secretary. Over here wo are always hear- 
ing that tho Arabs do not know how to farm, when in reality they have 
farmed longer than tho Israclis and are by nature agrarian, probably 
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having forgotten more than the Jews, especially those who have come 
in the last years, have ever known. 

This particular project is wholly Arab. They are putting in their 
irrigation. They have a first cotton crop. They have tobacco, vege- 
tables, fruit, and so forth. 

The money for assistance to these courageous people should be 
found. The Arabs do not have an Arab constituency over here to 
send it millions of dollars. 

Chairman Ricuarps. Will you yield for a question? 

Mrs, Bouton. Yes. 

Chairman Ricnarps. I do not get it. You have been over there 
and I have not.” Do you mean there is a dam project? 

Mrs. Botton. Yes. 

Chairman Ricuarps. You mean it will cut off the natural flow? 

Mrs. Botton. Yes, Mr. Chairman. It is ey simple for the Secre- 
tary to give us that because it has been in tho plans of the Israclis for 
& great many years and the Zionist group. 

The original plan, as I saw it Iaid out on a table like this in a 
raised map, would take the water of the Litani River up in Lebanon 
and take it down here. 

Chairman Ricuarps. Will it do that, Mr. Secretary? 

Mr. McGuee. Mr. Chairman, there was a plan devised by Mr. 
Hayes, who is ono of our outstanding water experts, and elaborated 
on y Mr. Lowdermilk, one of our greatest conservationists, which 
involved 4 rationale of the use of the water of this entire arca. 

This plan was formulated in the period before partition, at which 
time I assume it was considered possible that cooperation could be 
achieved between the states of the area in the implementation ofan 
over-all plan for the use of the water resources of the arca. 

The Stato of Israci does not extend to the Litani River, and there 
is no way in which Isracl could utilize the waters of the Litani River 
except in agreement with Lebanon. I think the existence of the plan 
does not in any way indicate that Lebanon is in danger. 

Lebanon is proceeding under point 4 with a Litani power, survey. 
The Lebanese have made clear their wish to develop this river for the 
benfit of the Lebanese. . 

Mr. Hayes and Mr. Lowdermilk have also Proje a very ambi- 
tious water development project for the Jordan Valley. It involves 
a cost of a quarter of 8 billion dollars. It involves cooperation on 
both sides, which would not now be possible. You could not get 
such cooperation between Jordan, Syria, and Israel. 

I think you will have to consider that the Jordan River plan is in 

‘abeyance because of this political impasse. 
he Ghab swamp project is different. No one questions tho 
desirability of that project. 

As for the Huleh incident, that is a complex matter under consider- 
ation by the United Nations. The Security Council’s resolution did 
‘not look to stopping the project. The Council stated that tho rights 
of the Arab landowners should be taken into consideration, and that 
the Chairman of the Mixed Armistice Commission should arrange 
suitable compensation for their land. — 

When the Chairman of the Armistice Commission can make suit- 
able arrangements with the landowners, it is assumed that the 
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Israelis will continue the draining of the swamp, which will bring 
into cultivation about 15,000 acres. 

Mrs. Botton. May I interrupt you at that point? Thero is a 
great deal of suspicion on the part of the Arabs, which may be justified 
or not, in the matter of that water. 

They do not consider it simply “a matter of seven acres of land” 
as tho Secretary docs. It is a matter of a whole program and an 
attitude of mind. 

Mr. McGuee. The Arabs feel that it will change tho strategic 
character of tho territory at the frontier and give the Israclis a military 
advantage. 

Mrs. Botton. I am in complete agreement with you, and with 
everybody who is considering this difficult situation, that the matter 
of cooperation is ono of the most important things that could possibly 
be worked out. OR ON oak, : 

I confess I am not very optitiisti¢ about it. And I think any too 
great urge to force cooperation upon the Arabs might well start some- 
thing that would bo hafd to control. 2 es 

Mr. Secretary, how socialistic is the set-up in Isracl? The farms 
inet we saw out thofe aro set up as puyely communal, not Communist 

arms, - : : 

The clected cOmmittee arranges the work deily for overybody. 
' Nobody does ag he pleases. He Hoek ak he js told. When we were 
there the childrén were in one area; the grown people were in anothe 
and soon. Therowasno money used At all. Is that being continued? 

Mr. McGuee. Yes, indeed. Kd kibbutzim aro being expanded 
in numbers. | Di hate i re. | ! 

Mrs. BottoN. When we left ils side wo undorstood that this was 
to bo a religiolis movenient. When we got these wo inquired about 
the temples and inquired abouf the rabbis, and there were not any. 

We were told in words of ono syllable that e should understand 
them better thah that. It was purely'a commercial venture. | 

Mr. McGuee.. That is an economié-sotial basis. 

Mrs. Bouton. Y,think there has been a deal of confusigh in 
some of the minds ‘of our church people in the mstter. : 

Mr. McGuee. You raise the question of the Israeli Govorhment. 
Mr. Ben Gurion’s party. is, I believe, roughly the equivalent of the 
eee Party in England. - I think there is a strong anslogy between 
them. Bist Be 

Mr. Ben Gurion’s party docs not have a majority, but governs with 
a coalition, ; 

Mrs. Botton. How much representation do the Revisionists have 
in the Government? ; 

Mr. McGuee. I should know that. I do not, frankly. We will 
get the information for you. 

Mrs. Botton. Would you do that? 

Mr. McGuee. Yes. 

(Tho following information is supplied for the record:) 


Revisionists iN THE IsnaELt GOVERNMENT 


Revitioniste in the Teraeli Government.—In the last general election the Heruth 
Party, successors to the Revisionists, received a total of 49,000 votes, or 11,3 
percent of the electorate and gained a total of 14 members who sit in the present 
perlerent: aoe should be noted that new general elections will be held the last 
rs) month. : 
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In domestic poticy the Heruth Party favors private enterprise and [s enerally 
classed on the extreme right. Millitarily, they favor an expansion of Israel’a 
resent borders and they specifically include the present state of Jordan [n their 
Takes mat Weovtilontst leaders have included in th ti 

n neiu n e@ pros Vv m 
Jewish territory extending from the Mediterranean to the capita . 

Mrs. Botton. I would like to know also what is the status of the 
Revisionists? 

Mr. Vorys. What are thoy? 

Mrs. Bouton. Thoy are 4 group that came down into Palestine from 
Europe under Jabotinsky. They were really the Irgun and wero 
violently against partition. Indeed, they have not accepted it and 
say they never will. They want everything from the Tigris to the 
Red Sea. 

Mr. Vorys. Will the gentlewoman yield? 

Mrs. Bouton. Yes. 

Mr. Vorys. Does the word ‘Revisionists’ mean revision of the 
partition; is that it? 

Mrs. Botton. I could not tell you. 

Mr. McGute. I only know there is a group which has semi-imperial- 
ist views. It is a minority group. 

Mrs. Botton. They are a violent group and they are a willful group 
at certain times. I have understood they have never been in the good 
graces of the Zionists over here. They were given no opportunities 
among the Zionists, and were shut off from contacts at every point. 

Ihave some qucstions on the refugees, Mr: McGhee, which I thought 
perhaps I had better hand in to you so that we might have details on 
them and not attempt to go into it in this fashion. 

Mrs. Botton. Thank you, Mr. Chairman, for your patience. 

Chairman Ricnarps. Thank you, Mrs. Bolton. Aro there any 
other questions? 

Discussion off the record.) 

airman Ricuarps. Yes, but the difference is you have an area 
here that has been arrayed against the Christian area for hundreds 
and hundreds of years. So far as those people are concerned, thoy 
could easily shrug their shoulders and say “We havo been going along 
this way for 2,000 years. We are going to go along and do tho same.” 
You cannot do there what we are doing in Europe, and we are-not 
doing it in Europe. 

Mr. Vorys. Could wo do in that area what wo are not doing for 
Europe? 

Chairman Ricnarps. No. 

Mr. Vorys. We do not have any obligation to go in thero; no tra- 
dition or obligaion. ; 

Chairman Ricuarps. We havo an obligation to protect the security 
of the United States, and that is the issue, as to whether or not we go 
there on that basis. 

__ Mr. Reece. Do you not think, Mr. Chairman, that the failure of 

the free countries to show a united front probably has had far-reaching 
effects in the Far East? It would seem to me as if thero is a very 
considerable probability that because England and the other countries 
showed a disposition to be easy with Red China, they gave Russia a 
justifiable basis for feeling that if the Communists moved into that 
conflict, that they might split us. I have serious doubts whether the 
Communiats would have ever gotten into this thing in the Far East 
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if England and India, particularly, had stood up and toed the chalk 
ine. 

Chairman Ricnarps. I think you have something there. 

Mr. McGuer. Mr. Chairman, may I make a comment? I would 
like to comment on Mr. Vory’s point about conditions of aid. 

Experience in the Southeast Asian countries in the STEM programs, 
I think, has been that with countries who are so self-conscious about 
their newly won independence, you cannot exact all the conditions we 
were able to in Europe. Of course, Mr. Vorys said we did not exact 
it in Europe. 

Mr. Vorys. Will the gentleman yield? 

Mr. McGuer. Yes, sir. 

Mr. Vorys. That is certainly a dandy dilemma you bring up, that 
with regard to old countries they have such old rivalries and preju- 
dices that you cannot exact any conditions there; but for new coun- 
trics they are so self-conscious that we cannot do anything there 
either. So, therefore, all we can do is piddle our money and resources 
away and hope. 

Go ahead. ‘ 

Chairman Ricnarps. I want to stato right here that this debate is 
mighty fine, and we are going to have some more of it later. 

Vo have a witness with us, Admiral Duncan, who came up here and 
left his ship yesterday, and left it again this morning. We would like 
to hear him. 

I do not want to string this testimony out too much. I thought 
this was winding up. We are enjoying the factual and very informa- 
tive testimony of the Secretary. 

Mr. McGuer. May I finish this one point, Mr. Chairman? I 
beliove Mr. Porter testified before your committee earlicr that when 
he did not think the Greeks were complying with certain reasonable 
conditions he took away $30,000,000. In my judgment the real way 
to get cooperation from the recipient country is to put in 8 good admin- 
istrator and, if the conditions he thinks proper are not met, for him 
to hold up the monoy. 

But, to insist on elaborate conditions in advance, with new States 
that are so sensitive, would work against tho objectives wo seek. 

Chairman Ricuanps, I would like to make the statement that Mr. 
Vorys is a Yale man. I do not know anything worse, unless it is a 
Harvard man. 

Mr. Vorys. Both Mr. McGhee and the chairman are mildly satis- 
factory witnesses on tho Near East. 

Chairman Ricnarps. I think we will call upon Admiral Duncan, 
who has been before us a few times. If you have any other state- 
ments to add, Mr. Secretary, without objection that may be done. 

Mr. McGuesr. Thank you, Mr. Chairman. It is a pleasure to be 
before you. . 

Chairman Ricnarps, Admiral Duncan. 
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STATEMENT OF ADMIRAL DONALD B. DUNCAN, DEPUTY CHIEF 
NAVAL OPERATIONS (OPERATIONS) 


’ Admiral Duncan. Good morning, Mr. Chairman. 

Chairman Ricuarps. How do you do, Admiral? 

. Ladies and gentlemen, the next witness is Admiral Donald B. 
Duncan, Doputy Chief of Naval Operations. 

Admiral, have you a prepared statement that you would like to 
present or read for the record? 

Admiral Duncan. Mr. Chairman, I have one that was prepared 
before Admiral Sherman left for Europe. 

Chairman Ricnarps. You are substituting for Admiral Sherman? 

’ Admiral Duncan. Yes. Heo asked me if I would present his state- 
ment to the committee, and he also asked mo to say that he was 
very much disappointed about not being able to como tip himself 
to be heard this week. I know the committee shares his disappoint- 
ment, because from personal observation and contact the Admiral 
probably knows more about this area that you are considering than 
any of us. r) 

- With your permission, I will read his statement. 

Chairman Ricnarps. You may proceed. 

Admiral Duncan. I welcome this opportunity to appear before you 

and submit my estimate of the strategic importance of the Eastern 
Mediterranean and Middlo East. I consider that this has a direct 
bearing on tho necessity for the proposed legislation which you are 
now considering. Tho purpose of this legislation is “to promote the 
foreign policy and provide for the defense and genctai welfare of 
the United States by furnishing assistance to friendly nations in tho 
interests of international security.” The legislation proposes a con- 
tinuance and extension of military and econotnic assistance to this 
area, which I strongly endorse for the double purpose of increasing 
the ability of these countrics to resist internal subversion and to 
strengthen them as highly necessary allies in a possible gencral war. 
_. The creation and the maintenance of political and economic instabil- 
ity is a basic tactic of forces which oppose us, ‘Those forces infiltrate— 
subvert, seeking to create conditions which will lead to political 
capitulation or to facile armed conquest. ot 

Our interests are many in the countries bordering on the castorn 
Mediterranean and in other countries close by. We have a cultural 
and moral interest in the welfare of the many millions who inhabit 
the area. Wenced thom as our friends. . . 

. It is to our advantage to strengthen existing bonds of friendship in 
the Middle East. These nations of the Middlo East are sufficiently 
important to cause us to help improve their economic and political 
stature and strengthen their will to resist aggression... In my opinion, 
we should take all reasonable steps toward the creation and mainte- 
nance of political and economic stability in that gonoral area. Ono 
essential requisite to this ond continues to bo the provision of that 
military equipment and technical military advice and training which 
_ will enable theso nations to entertain a reasonable hopo of successfully 

defending themselves. a 

It is primarily our military interest that I wish to emphasize. The 
military importance of the Middle East has been testified to for cen- 
turies by the campaigns fought there. It has been, and is, the scene 
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of Brent political and economic pressures. It is the gateway to the 
riches of Southern Asia by land and by sea and the connecting link 
between ‘east and west. I regard the strategic importance of the 
eastern Mediterrancan and Middle East as comparable to that of the 
North Atlantic Treaty area itself, as related to efforts to resist world- 
wide Communist encroachment. In that area lie tremendous oil 
resources which the freo world requires now for its greatly oxpanded 
rearmament effort, and which would be essential for the effective 
proscention of a general war. Conversely, these oil resources would 

ec a tremendous asset to the Communists in waging a prolonged 
general conflict. 

In addition to these large resources of oil, the area possesses a high 
degree of strategic importance because of its geographical situation, 
This area involves three continents and controls critical land, sea, and 
air communications. If war should come, the free nations must be 
able to control these communications and deny them to the enemy, 

Today, we plan to defend Western Europe in case of attack. The 

racticability of execution of such plans is increasing each day as the 
reo nations augment their total mititary potential. As our strength 
and that of our allies in Western Europo increases, it becomes more 
practicable to plan for a defense of the Middle East which will insure, 
as a minimum, a continuous flow of oil to the Western World from 
that area and a denial of this resource to those hostile to us. 

The critical sea commupications of the castern Mediterranean and 
Middle East extend westward through the Mediterranean to Western 
Europe and the Atlantic Ocean, and from the Turkish Straits and 
Southeastern Europe to Suez. Friendly contro} of the, Turkish 
Straits would be an important factor toward insuring the continued 
use of the Mediterranean as 8 principal highway for allied combatant 
forces and commerce. As long as enemy naval forces cannot exit 
from the Black Sea, they cannot be effectively employed in the Medi- 
terranean, nor can they render logistic support to such enemy land 
and air forces as might reach tho shores of the Mediterranean. Re- 
tention of contro! of the Turkish Straits by our allies would bo a great 
contribution to the security of General Eisenhower's southern flank. 

T beliove that the importance of safeguarding the Sucz Canal is so 
obvious that I would not be justified in taking tho time of this com- 
mitteo with further discussion. 

Tho internal and external security of each of tho nations of this 
area is critically important to the security of the Western World. 

I beliove that it is clear that a strong and resolute Turkey, ready 
and ablo to resist encroachments upon its sovereignty, is the key to 
a successful defense both of the Middle East and of the Mediterranean. 
Tho security ‘of Greece is essential to the security of the Mediter- 
ranean and hence of north Africa. Both the Turks and the Greeks 
have proven themselves battle-worthy allies in Korea. 

In Iran recent events indicate the dangers which face us in certain 
of these nations. Duc to tho unsettled and unstable conditions which 
provail, and to the shifting external préssures which may be applied, I 
consider that our plans for aid to this area should permit administrative 
flexibility to mect the situation of the moment. Should the probable 
enemy gain control of Iran, the security of Turkey would be jeopard- 
ized, the defense of the vital straits arca would be weakened, and 
even tho Saudi Arabian oil fields would be placed in jeopardy. We 
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should continue our aid to Iran in order to encourage that country 
to resist subversion and to develop forces for its defense. 

Behind the Turkish-Iranian barrier lie the Arab States and Israel. 
Through them flow a considerable part of the oil which is essential to 
Europe. There are base areas required for protection of essential sea 
and air communications, and for support of combat operations to 
the north. 

The administration proposals regarding authorizations of funds for 
the countries of the area are set forth under title II of the legislation 
you are considering. The funds requested for military assistance to 
Greece, Turkey, and Iran are set forth under section 201. In order 
to give the desired administrative flexibility, which I referred to 

reviously, it will be noted that section 202 would authorize the 
esident to use not more than 10 percent of the funds to be authorized 
under section 201 for the purpose of granting military assistance to 
any other country of the Near East area. While these funds are not 
large, they will provide for essential training and much useful equip- 
ment. I recommend that the committee approve the proposals sct 
forth under these two sections as measures necessary for the imple- 
mentation of our national policy of furnishing assistance to friendly 
nations for increasing our collective security. 

Under Public Law 329, Eighty-first Congress, and its amendments, 
over a quarter of a million measurement tons of military supplies 
and equipment have been shipped by the. United States to Greece, 
Turkey, and Iran for the purpose of reequipping and modernizing 
their military forces. In addition, a number of badly needed com- 
batant ships and aircraft have been | provided and more aro in the 
process of preparation for delivery. United States military personnel 
are maintained in the military assistance advisory groups stationed 
in these countries, to assist in training and in the proper use and 
maintenance of this equipment. As of the Ist of May, 2,285 military 
students from title II countries have been trained or are in trainin 
in United States service schools both in the United States and abroad. 

In my opinion,‘ these deliveries of equipment and this provision 
of training advice should be continued. 1-believe that this has been 
and will continue to be an essential contribution to the military 
security of this arca and to that of the Western World. 

Mr. Chairman, there are present other representatives and tech- 
nical experts in this ‘program who are availabl for detailed questioning. 
I myself will be glad to try to answer any of the questions that you or 
the members of your committee may have. 

Chairman Ricuarpos. Thank you very much, Admiral. 

h will you state for the record why Admiral Sherman could not be 
- here a . 

Admiral Duncan. Admiral Sherman is on a trip of about a week’s 
duration to the European theater. I believe today he is in Naples 
for conferences with Admiral Carney. He has visited, as you know, 
in Spain and Paris and London. : 

Chairman Ricuaros. I will say for the information of the com- 
mittee and the witness that we will proceed first under the 5-minuto 
rule. Then we will havo a period of unlimited questioning. 

In my 6 minutes, I do not know who the man is responsible for 
handling this breakdown, but I would like to have a breakdown of 
the military students under title II—that is, the 2,285 students who 
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have heen trained, or are now trained in the United States service 
. schools. 

Admiral Duncan. By countries? 

Chairman Ricuarps. By countries. Can you give that now, please? 

While that is being looked up, Admiral, what do you think about 
the importance of Spain in this program from a naval and military 
standpoint? 

Admiral Duncan. From, the military standpoint, I feel, and I think 
that view is generally shared by the mullitarys that Spain is an impor- 
tant part of our picture of the defense of Europe. We favor the 
‘inclusion of Spain and association of Spain with the other countries 
who are involved in that effort. I think that is the general view. 

It is important. It sticks out into the middle of the Atlantic area. 
It overlooks the gateway to the Mediterranean and is an important 
factor in the antisubmarine warfare. The necessity for that develops 
both in the Atlantic and in the Mediterranean. 

Chairman Ricuarps. You said Spain was very important in the 
defense picture of Europe. Would you also say it was important with 
regard to North Africa and the Near East? 

Admiral Duncan. Yes, sir. That is all a part of the general pic- 
ture. We uy, to look on these pea with a rather global viow, 

Chairman Ricyaros. Have you that breakdown, sir? 

Gencral Scorr. Yes; I have. 

Chairman Ricyarps. Will you please read it? 

General Scort.. It is rather detailed. Do you want to read it into 
the record? 

Chairman Ricnarps. How many countries aro involved? 

General Scorr. Greece, Turkey, and Iran. Three, Mr, Chairman 

Chairman Ricvarps. Will you read that for the record? 

Gencral Scott. This is for the 1950-51 program and the proposal 
for the 1952 progiam. 

Chairman Ricuarps. All right. 

General Scorr. They are broken down between the zone of interior 
and overseas, ; 

Chairman Ricuanps. I want to know just how many are in training 

(Discussion off the record.) 

Chairman Ricu ros. Will you furnish a statement for the record 
showing the further breakdown as to Air Force, and so forth? 

General Scort. I will do that. 

mie material requested has been furnished for the executive session 
record. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys, Admiral, there was a sentence you omitted from your 
statement that was contained in the one handed out. We are very 
happy to have you omit from your statement or shorten your state- 
ment, but I just wanted to read this and see whether it was omitted 
for brevity purposes or whether it is not so? 

In addition, this ares, under allied control, would provide the bases for often- 
sive operations by which we could strike directly and quickly at the heart of the 
enemy. 

Admiral Duncan. That was omitted because of this reason. This, 
I believe, should be off the record, Mr. Chairman. 

Chairman Ricuanps. Off the record. 

(Discussion off the record.) 
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Admiral Duncan. Incidentally, I should have said this statement of 
Admiral Sherman’s was left to mo in a complied, but not edited form, 
and I took a few liberties with it myself yesterday. I think as printed 
by your committee it will appear in tho form that I read. 

Mr. Vorys. As you just gave it. 

Admiral Duncan. Yes, sir. 

Mr. Vorys. But tho part of this area which would provide bases 
in Greeco, Turkey, and Jran? . 

Admiral Duncan. Yes, sir; and possibly other arcas in tho Near 
East and Middle East. I am just speaking generally of the whole area. 

Mr. Vorys. What I was wondoring was of this 10 percent. part, 
which countries would you contemplate might get any of this in the 
next year? . 

Admiral Duncan. Well, of course, that is dependent to some ox- 
tent on the plans which are made by a Middle East command when 
that is set up. That would be a part of his operational plan as to 
where he puts his bases for defensive operations. 

This is off the record. 

(Discussion off the record.) 

Chairman Ricnarps. The gentleman’s time has expired. Mr. Hays. 

Mr. Hays. I would like to ask Mr. Vorys on what page was that 
deletion? 

Mr. Vorys. Page 3. 

Mr. Hays. Beginning with what? . 

Mr. Vorys. The next to the last paragraph in the last sentence. 

Mr. Hays. That is all. Thank you. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Botton. Off the record for a minute. 

Discussion off the record.) 
hairman Ricw#arps. The gentlewoman’s time has expired. 

Mrs. Botton. Off the record. 

{Discussion off the record.) 

hairman Ricuarps. Mr. Lanham. 

Mr. Lanna. As a Harvard man, I “relents” as Andy would say, 
your comparison between the men of: Yale and Harvard. Because I 
am a freshman on this committee I would not be capable of asking 
very many intelligent questions, so I am going to pass for this time. 

hairman RicHarps. You stick around hero a few weeks, Mr. 
Lanham, and you will be fully informed. : 

Mr. Reece. Do you think he ought to be an expert in 2 weeks? 

Chairman Ricuarps. I do not know. It might take three. How- 
ever, I do know tho gentleman’s facility for absorbing a lot of material 
in his work up here on the Hill. Iam sure ho is going to be above the 
average in that respect. I have known him for many years, and he is 
a hard worker and, even though a Harvard man, very intelligent. 

Mr. Merrow. 

Mr. Merrow. I pass. 

Chairman Ricuarps. Mr. Reeco. 

Mr. Reece. In your statement you referred to the strategic impor- 
tance of this Middle East areca and made reference to Turkey and Iran. 
It is of equal strategic importance to the Western European countries 
as to ourselves. 

Admiral Duncan, That is right. 
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Mr. Reece. As you indicated, we are all in this situation together, 
and the responsibility of one is the responsibility of the other. Thnaw 
it is discouraging when we sce a situation come about where they do 
not recognize that equal responsibility. : 

As Mrs. Bolton said a while ago with reference to our furnishing 
arms, it 1s not. only important what happens when an outbreak occurs, 
but it is equally important during the choosing-up time. 

Does the fecling prevail that if there is pressure from communist 
sources, though exerted internally, but probably inspired from the out- 
side, in Iran, that the Shah would ask for volunteer assistance from 
troops that might be available on some inoffensive basis, so as to 
enable him to resist the overthrow of his government? What is the 
fecling on that? 

Admiral Duncan. I cannot say what would develop in that case, 
Mr. Recce, or whether the Shah would be inclined to ask for outside 
assistance. Those people have, from my limited observation, ways of 
settling their problems among themselves. I do not know whether 
they would ask for forces to come in there or not. 

1 believe British forees have been moved around in that area, and 
could be moved in quickly in caso he asked for it to bo done. Ido not 
think that would be a decision that would have to be approved by all 
of the countries associated with Great Britain. 

Mr. Reece. Based on your information you think it is more im- 
portant that we maintain a stable government and have access to the 
oil by the free nations than it is to jeopardize our relationship over 
there by seeing to it that the contract between the British and Iran be 
maintained, that is, between Iran and the Anglo-Iranian Oi) Co.? 

Admiral Duncan. Of course, I am a little out of my field in answer- 
ing the question. 

Mr. Reece. You heard the question I asked yesterday on that line. 

Admiral Duncan. You had tho Assistant Secretary of State here 
for that, but for my money that would be a very fair statement. 

Mr. Reece. That is all, Mr, Chairman. 

Mr. Mrrrow. Mr. Chairman. 

Chairman Ricuarps. Mr. Merrow. 

Mr. Merrow, If you have already answered or commented on 
this point, Admiral, I will get it from tho record. Would you com- 
ment on how effective you think the Iranian fighting force might he 
in the event that there were an attempt to move in feomn tho outside 
by a hostile power? 

Admiral Duncan. I do not think there is any question but what 
they would have to have help. They have come quite a long way in 
setting up their military forces; but, when you compare them with 
what might come in there, of course, it is a very small effort indeed. 

Mr. Mennow. It would be very difficult for them to hold for any 
length of time, I suppose? ; 

Kamiral Duncan. By themselves it would. 

Mr. Merrow. Thank you. ‘That is all. 

Chairman Ricuarps. Are there any other questions? 

Mr. Vorys. Yes. 

Cnairman Ricuanps. Mr. Vorys. 

Mr. Vorys. Admiral, as I understood it you said there was a 
possibility that if we had a Mediterrancan command and they had a 
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plan and they had the authority, wo might have small arms and 
ases in the Arab countrics? 

Admiral Duncan. No. My reference to small arms was in con- 
nection with the money which is proposed in this bill for use at the 
discretion of the President for Israel and the Arab States. As | 
understand it, if that were enacted we would utilize that money for 
tho provision of small arms and light equipment, as well as the advice, 
and training, and so forth. As to the matter of bases-——— 

Mr. Vorys. I did not mean bases. You said training? 

Admiral Duncan. Training. 

Mr. Vorys. That is what f want to get clear. You think some of 
this 10 percent of transfer might involve giving specifically, we will 
say, small arms to Isracl, Jordan, and Syria, who have been at cach 
other’s throat? 

Admiral Duncan. I think that would be involved. I think that is 
tho plan. Perhaps Gencral Scott and his assistants could give you 
more details about that. Of course, you mention their being at each 
other's throat. That is truce. It is whose throat who gets ahold -of, 
I pucss, and it has been so a long time. But that getting at each 
other’s throat is not confined to them alone. 

However, the use of the equipment, and the use of the arms that 
are furnished to them, not only by us but by others as well, is all done 
subject to agreement and a full interchange of information between 
ourselves and, I believe, the French and the British. 

In addition to tho terms of tho arn istice over there we have sone 
surveillance over those people. Wo have a United Nations party 
who is over there keeping an eye on it from their standpoint. To 
use the arms against each: other, which are furnished for other pur- 
poses, vould be a contravention of a great syany very in portant and 
solenn agreements which wo think are sufficient to prevent som ething 
like that from happening 

Again I defer to Mr. 3 

Mr. Vorys. That is all, Mr. Chairman. . 

Chairman Ricuarps. Are there any other questions? 

No response.) 
hairm an Ricuarps. Ad:riral, we appreciate your coming up very 
much, . 

Adriral Duncan, Thank you very wuch. 

Chairman Ricuarps. I hope you will come up.and seo us again. 
The committee stands adjourned until 10 o'clock Monday srorning 
next. 

(Whereupon, at 11:55 a.™., the comrittee adjourned until 10 a.m. 
Monday, July 23, 1951.) 


{cGheo on that in that opinion. 


THE MUTUAL SECURITY PROGRAM 


MONDAY, JOLY 23, 1951 


Hovsr oF REPRESENTATIVES, 
Comittee on Forrian AFFaAirs, 

‘“ Washington, D. C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. ni, Hon. Mike Mansfield (acting chairman) 
presiding. ba ; ; 

Mr. Mans¥ir.p (presiding). The committee will come to order. 
We have with us today Gen. William IE. Arnold, Director, Joint 
American Military Mission for Assistance to Turkey, and Gen. 
Reuben Jenkins, former Chief of Joint United States Mission for 
Assistance to Greece. 

General Arnold, will you and General Jenkins take these two seats? 

General Arnold, if you will proceed with your statement, then I 
think wo ought to hear General Jenkins afterwards, then let the 
witnesses be prepared to answer the questions of the committee. 

Proceed in your own way, General. 


STATEMENT OF GEN. WILLIAM H. ARNOLD, DIRECTOR, JOINT 
AMERICAN MILITARY MISSION FOR ASSISTANCE TO TURKEY 


teneral AnNoup. Mr. Chairman, I am honored to appear before 
your committee and to give you first-hand information pertaining to 
the status of the Military Assistance Aid Program in Turkey. 

I am Maj. Gen. William H. Arnold, United States Army and I have 
been Chief of the Joint Mititary Mission for Aid to Turkey for the 

ast ycar. 
Ainbaccalor Wadsworth, who is Chiof of the Aid Mission to Turkey, 
and I collaborated in preparation of the statement which has already 
been submitted to the committee. I shall review this in your presence 
in order that you, will have the opportunity to question me on any 
uspects of the subjects covered. : 

Our task has been and is to cooperate with the Turk defense estab- 
lishment in its unflagging major effort to modernize and thereby to 
strengthen the Turkish armed forees—this to two primary ends: 
First, deterring aggression; and, second, if there be aggression, effec- 
tive defense. : a 

Our program has bad and still has two major facets: equipment and 
training. In 4 years we have delivered substantial amounts of mili- 
tary equipment, from tanks, guns, aircraft, anc submarines to medical 
supplies, radar, aid jeeps, ; 

And we have trained, directly, in newly organized Army, Navy 
and Air Force schools, over 25,000 officers and men in the use of that 
equipment. ; ; 
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Those trainees, too, have in turn passed on their new learning to 
many other thousands. In the equipment ficld, our motto has been 
“prompt delivery of those items which Turks can put to effective 
use”; in tho training field, “‘teach Turks to teach other Turks.” 

The net result of this twofold program is that American military aid 
to Turkey has mado a major balanced contribution toward moderniz- 
ing and, consequently, materially strengthening the Turkish armed 

orces, , 

The prospect for the future is bright. Thero is no let-up in Turkish 
effort. Every million dollars spent in fiscal year 1952 will bring greater 
return, greater progress toward common-interest Turk-American 
objectives, than similar expenditures during earlier years. Tho 
program is, in short, dynamically productive. And our military 
mission is well organized for its important task. 

Several Members of the Congress and representatives of® tho 
executive branch of the Government havo visited Turkey during 
the past year. They have swelled the growing ranks of Americans 
who understand the strength that Turkey is capable of producing 
as an effective ally of western democracy. 

Turkey, hard core of the old Ottoman Empire, is a relatively poor 
country. It is slightly larger than Texas. This year’s census puts 
{ts population at 21,000,000, It is united, and its people are as ono 
in their opposition both to the communistic infiltration and threat of 
Soviet domination. . 

Their determination to resist aggression is best illustrated by their 
own exertions. During the past several years, despite pressing need 
and desire for social improvements and economic development, the 
Turkish Government has consistently expended from 30 to 40 percent 
of its state budget for defense purposes. 

This has been done to hold Turkey for the Turks and with no idea 
of external aggression. Although subjected to continuous and, at 
times, vicious Soviet pressures and propaganda, the Turks have not 
faltered or weakened in their spirit and determination. In fact, this 
solidarity of purpose against Soviet designs has increased, despite thie 
fact that Turkey occupies a uniquely exposed position vis-d-vis the 
Sovicts and their satellites. It has extensive common boundarics 
with the U.S. S, R. and Sovict-dominated Bulgaria. 

Turkey has, too, by repeated actions, demonstrated her alinement 
with the principles of tho United Nations and her friendship with the 
United States. Tho Turk contingent in Korea has again demonstrated 
dramatically tho historic fighting ability of tho race. ‘Turkish repre- 
sentatives in tho United Nations have consistently supported the 
principle of collective security. There has been no exception to their 
cooperation with the United States in the present world crisis. 

I submit that these actions make the Turks conspicuously deserving 

of continued material, moral, and technical American assistance and 
support. 
A sizable portion of ECA economic aid for fiscal year 1951 has been 
allotted to the support of projects contributing pointedly to the 
Turkish military effort and for which no provision has or can be mado 
in the Turkish state budget without sacrifice of other more pressing 
current needs. i 

The amount, oxpressed as percentage of total military aid for end 
item equipment, is relatively small, but it serves a vital need which 
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could not otherwise be done. This action, too, I submit, points the 
increasing interrelationship of military and cconomic aid. The latter, 
I feel strongly, should be continued in the fiscal year 1952, because 
acecleration of the projects thus begun is vital to effective military 
preparedness, 

The additional military eguipment and materials and other items 
requested for the Turk armed forces in our over-all program have been 
carefully selected’ on the basis of minimum essential needs in order 
that Turkey can continue to present a major deterrent and obstacle 
to Sovict aggressive designs. There can be few, if any, other foreign 
positions of strength where wise expenditure of the American tax- 

ayer's dollars can create so worthwhile a measure of security for the 
ree world, 

One point of general import I wish to add, though it may be self- 
evident. Those of us working with the Turks are ever mindful of 
the need for strength in Turkey and for strength in the United States. 
Within those premises, our recommendations reflect our best con- 
sidered judgment. 

As to the specific programs submitted by threo servico groups of 
Joint American Military Mission on Aid to Turkey for fiscal year 
1952, we have assured ourselves that they are carefully pointed 
toward further implementation of long-range objectives in this area, 
On the country plane, they are designed, among other things, to assist 
cue. in developing: 

1. Petter trained Army units, notably through intensified general 
training and the uso of joint ‘Turk-American field inspection-training 
teams. 

2. Improved military transport, notably through adequate major 
item replacement and spare-parts system in the automotive mainte- 
nance ficld. 

3. Increased ability of the manufacture of small arms ammunition, 
thus contributing toward the eventual standardization of small arms 
in Turkey and, at the same time, lessening the burden on the United 
States for the supply of ammunition therefor. 

4. A strengthened Navy, notably through continued training 
courses and tho supply of a submarine tender for its important sub- 
marine force and minimum adequate number of converted LS boats 
for antisubmarine patrol of critical areas. 

5. A strengthened air force, notably through the supply of jet 
aircraft in consonance with prior and planned future programs of 
supply and training. 

Gentlemen, I want to reiterate that I feel after working with tho 
Turks for 1 year that Turkey is a very great point of strength. It is 
by far the greatest point of strength in the Middle East. 

The Turk cooperates. The Turk regards the United States as his 
friend, He feels that there is an understanding that has developed 
between the two nations. . 

He is proud of that. The Turkish armed forces are relatively largo 
for a population of 21,000,000. 

Mr. MANasFIELD (presiding). You may go off the record. 

(Discussion off the record.) 

Mr. Merrow. Would you be willing to comment on how the total 
military assistance figure was arrived at, also, as to the equipment that 
we propose to give under it? 
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General ARNoLp. We keep under constant study in my headquarters 
the over-all needs of the Turkish forces within the approved program, 
that is, how far we have initally decided to go. 

Each year certain things are produced or procured to fill up the 
gaps. Again, each year when we start planning for this, for fiscal 
year 1953 for oxample, we have to take somewhat of an arbitrary 
ceiling or figure on our own part, knowing it would be rather stupid 
for us to come in and ask you for $4 billion for Turkey. We would not 
work it that way. 

We try to get it to a figure that we feel is within reason. We get 
guidance from the Department here. We draw up a program in order 
or priority that fills in the gaps, or if something new is added we have 
to explain in great detail why that is essential. 

Mr. Gorpon (presiding). Off the record. 

(Discussion off the record.) 

Mr. Vorys. I understand that at the border thero is a space 100 
yards wide where it is kept covered with sand. They patrol it in the 
daytime but at night they have sand so they can see footprints. 

They tell me that if there are footmarks showing that someone 
came into Turkey—the tribesmen who live thero know everybody 
else—they pick them up and ship them back on the back of the train 
that goes back, I think, once a day. But they are no longer alive 
when they return them to Russia. Can you tell us about that? 

General ArNotp. I do not know about the particular instance 
you speak about. But I know that the Russian border on the eastern 
part of Turkey is ploughed and raked and that there are watch towers 
about every 100 yards. 

Every time I or any of my people g0 up near the border there is a 
rushing to telephones and a rushing all over. I know they check for 
the footprints you are talking about as to the crossing of the frontier. 

Mr. Vorys. This is off the record. 

(Discussion off the record.) 

Mr. Gorpon (presiding). Proceed, General. oo 

Mr. Vorys. I wondered if that description of the Turkish pay was 
in the record, . 

General Arnotp. I would like to repeat that. 

Mr. Vorys. I would hope it would be, about their pay, uniforms, 
and the rest of it. . 

Gencral ArNowp. I can give you a bricf synopsis of that. I should 
state first that the Turkish Army is a conscript.army. Every Turk 
by law is required to serve 2 years in the armed services, regardless of 
his status in lifo. So the rich man’s son and the poor man’s son serve 
side by side and sleep on the ground. There is no difference. 

The pay is really nothing in the world but a token. Jt is 65 piastres, 
which translated to our money is about 21 cents for 1 month. They 
are furnished one uniform ata time, one summer uniform in the summer 
and one winter uniform in the winter, and one overcoat. - 

If the clothing is torn or becomes shabby, it is up to the individual 
himself to put the patches on and make the repairs and do his own 
laundry and everything of that gencral nature. 

here is no help from the Government in that whatsoever. Jn 
other words, it is obligatory on the part of a Turkish citizen to serve 
his country for 2 years at his own expense, practically. 

There is no complaint, no objection whatever. Everyone doesit. It 
has been done that way for 600 pers. When youreach the age of 18 you 
servo in tho army for2 years. It isa hard life but it makes good soldiers. 
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Mr. Vorys. You say the budget would be about $125 million? 
Gencral ArnoLp. Yes, sir. You see, the whole Turkish budget 
would be less than $500 million for the whole country, everything. 
There is 34 percent this year for the military of the about $500 
million. That is about $150 million or $160 million. 
P Mr, Vorys. Is the number of divisions they have an off-the-record 
gure 

Gencral ARNoLp. It should be, sir. Although it has been published, 
I would not like to have it appear in the Congressional Record. 

Mr. Vorys. We have to present this to the House, General—— 

General Arnoxp. I will withdraw that. I have no objection to 
stating the number of divisions. It is 19. 

Mr. Vorys. Let me ask somebody this: Is the military amount that 
gocs to Turkey going to be secret? Does anybody know about that? 

Mr. Vorys. For $125 million, plus our aid, 19 divisions are trained 
and ready? 

General ARNoLp. That is right. They are getting better all the 
time. 

Mr. Vorys. That is about the best bargain we have in this whole 
plan that I know of. 

General ArNoxp. There is no question in my mind, and I want to 
repeat it again, that for your dollar investment you are getting more 
for your dollar in Turkoy than in any other place, although my good 
friend General Jenkins may disagree with me. 

I know dollar for dollar you aro getting more in Turkey than you 
are any place elso in the world. 

Mr. Vorys. At this point could we ask Gencral Scott what it costs 
to put an American division overseas? 

eneral Scorr. You are asking the equipment costs or the main- 
tenance cost of a division overseas? 

Mr. Vorys. If you say “costs,” that is equipment, maintenance, 
the whole works. 

Miscussion off the record.) 

General Scorr. I want to correct that figure. 

Mr. Vorys. I thought it was a lot more than that. 

General Scorr. It may be more than that. 

Gencral ARNoLD. We can get the figures. 

(Discussion off the record.) 

Mr. Vorys. I was thinking that the figure had jumped from $5,000 
to $10,000 a year per soldier in a division, and that that was tho basis 
they were working on our own budget. 

uld you get that figure for us and put it in here? 

General Scorr. As I understand it, you want the per capita cost 
for a soldier in an infantry division, for his maintenance, for his 
” armament, for a year? 

_ Mr. Vorys. Per capita and cost per division. That is a figure that 
is going to be quite significant in comparison. 

Discussion off the record.) ; 

here is one other item I want to acquaint the committeo with, 
and it will bo off the record. 

(Discussion off the record.) . 

Mrs. Bouron. Are wo on the 5-minute rule? ; 

Mr. Gorpon (presiding). I guess we were just carrying on. 

Mrs. Botton. I suggest we go on the 6-minute rule. 
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Mr, Gorpvon (presiding). We may start on the 5-minute rulo at 
this time. Dr. Eaton. 

Mr. Eaton. I have no questions. 

Mr. Gorvon (presiding). Mr. Carnahan. 

Mr. Carnauan. General, in your statement you say that Turkey 
is a relatively poor country. [ am wondering if they can develop 
their economy to tho point where they can eventually support these 
19 divisions? ara 
_ General Arnon. No, sir; to be perfectly frank about it, sir, not 
in tho foresecable future, I would say. There nre resources in Turkey 
of great moment. There is copper, iron, coal. There is chrome. 
Thero are tremendous resources. It is an agricultural country, sir. 
Its principal export will always bo agricultural exports, wheat. 

When 1 say “poor,” it is undeveloped. Thoy still use the wooden 
plow. Although there have been several millions of dollars spent on 
roads in tho past 3 years, it is still very primitive. There are many 
areas in Turkey in which there is no way that you ean get into them, 

(Discussion off the record.) 

Gencral Arnowp. They havo mado great strides in the last 28 years; 
28 years ago tho city of Ankara was a little village on a hill. Now it is 
a city of 280,000, overything having been built since Ataturk, a 
modern city. 

Twenty-eight years ago the people wore fezzes; 28 years ago tho 
women wore veils on their faces; there was a sketchy educational 
system. Now there is a fine university; there are hospitals and 
schools practically in overy village. I would say that probably their 
degrees of literacy has been raised from 15 percent to 35 or 40 percent. 

‘hey aro making tremondous strides, and on their own, This has 
been accomplished mostly by Turkey lifting itself up by its own 
bootstraps. 

Mr. Cannanan. Thoy havo raised their standard of living? 

Gencral Arnon. It is raised, but it will take a long time before it 
becomes satisfactory, sir. 

Mr. Carnanan. Do you mean to imply, that perhaps economic nid 
to Turkey may be a rather disheartening procedure? ; 

General Arnovp. No, sir. Ido not think it is disheartening at all. 
I think tho vision of tho eople who started this thing still oxists. 
It is not, however, with the drive that Ataturk had, because you 
probably only have ono Ataturk in 300 years. ; 

There is the desire to becomo associated with’ tho west; thero is 
tho desire to be spoken of not as Asiatics but as peoplo of the west, a 
democracy. It is a burning desire in the Turkish heart. 

Mr. Carnanan. Then I wonder if I got tho impression that if 
Turkey remains strong, militarily wo are going to have to carry a right 
sizablo part of the cost 

Genoral ARNOLD. Yes, sir; but. you would not havo to carry as largo 
an amountasis currently budgoted. Asa matter of fact, I think if this 
amount is appropriated now, and an equal amount approximately were 
appropriated for 1953, you could very dofinitely seo a lessening cost 
because the modernization program would havo been practically 
completed, and then it would be a question of maintenance and 
replacement of the worn-out items, which would not bo as oxpensivo. 

{r, Cannanan. You do feel that tho Turk can got in position to 
maintain this force, or largely maintain this force, after it is onco well- 
established? ; 
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General Arnon. Not a force of 19 divisions; no, sir. I would like 
to qualify that, sir. Thoy could do that at the sacrifice of other things 
that are so essential. 

In other words, you cannot always put overything in the military 
and ever hope to get what. we would like to have as 8 balanced proposi- 
tion. They could do that if they keep on taking away from what thoy 
should do in the way of schools, hospitals, and things like that. 

1 «to not think that is the way ¢o work the proposition. [think you 
have to have a balanced economy. You want a Turkey which is not 
only a strong military power but one in which there is a gradual im- 
provement in the standard of living and cducation of the people. 

Mr. Carnnanan. You do nat beliove vou can build up the military 
force and maintain it unless you have an cconomy that will support it, 
unless the extra money is supplied from external sources? 

Gencral Anno.p, That 1s right. 

Mr. Cannanan, That is all, Mr. Gordon. 

Mr. Gonnon (presiding). Mr. Vorys. 

Mr. Vonys. 1] guess that ] have had mine, 

Mr. Gonrpvon (presiding). Mrs. Bolton. 

Mrs. Borton, We are glad to have vou with us, General. How 
long have you been associated with the ‘Purks? 

eneral ARNOLD, One year. 

Mrs. Bouton. I am so interested in vour enthusiasm, which I 
share completely although I have only been there twice for a short 
time, but it was a very exciting experience. There is a school outside 
of Ankara—I do not remember the name of it—where they have 
developed their own houses and tho girls and boys go back to their 
own villages and build their awn houses, and so on? 

Mr, Mundt was very much interested in it believing it was some- 
thing that could be used for our American Indians. 

You spoke of their having built a great many roads. There were 
fow in 1945, 

General Annoip. None to speak of. 

Mrs. Botton. Kemal Pasha Ataturk had the idea that he only 
wanted one road, That has gone out of their thinking, has it not? 

General Anno tp. The idea was to prevent an invasion, It used 
to take 18 hours to drive from Istanbul to Ankara, with 18 punctures 
and a broken axle or two; you can go there now in 8 hours, 

Mrs. Botton. T will have to go back and look at it. To me the 
Turks are very wonderful people. J have known some of their 
women for many vears; several having come to take nursing training. 

Possibly T should ask this of Sceretary McGhee. So little in your 
testimony has been about the economic phase of tho program. It 
seems to mo that what we really are doing for Turkey is largely mili- 
tary although such matters as the roads, plows and sttch are in the 
economic field. If we are doing what we can in their teaching pro- 
grams, should that not be put to us in the bill as mititary assistance? 


STATEMENT OF HON. GEORGE 0. McGHEE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. McQuer, Our presentation to you has dealt only with military 
assistance. The economic presentation was made by Mr. Porter for 
ECA. I think the figures thomselves bear out what you say. 
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{Discussion off tho record.) 

Mrs. Botton. I have been unablo to find anything which puts the 
emphasis on tho military aid and am a little confused. 

Mr. McGrere. Admiral Duncan stated a little on that. 

Mrs. Bouton. It has been so piccemeal, Mr. Secretary. I am in 
sympathy with doing everything we can militarily. I also agrco with 
Mr. Carnahan that there must bo something to back it up, to give tho 
people a sense of improved living conditions. 

he Turkish people have long accepted a very high percentage of 
tax, and everything else in proportion, to protect themselves from 
_the Russians regantiless of what it costs. 

General AnNowp. That is correct. Off the record. 

Mr. Gorvon (presiding). Off the record. 

(Discussion off the record.) 

Mr. Gorvon (presiding). Mr. Battle. 

Mr. Battie. General Arnold, it is good to see you, sir. You 
helped to entertain a small group from this committee jnetuding 
myself, last fall. We were able to learn a great deal ina short perio 
of time due to your able assistance, and the assistance of Mr. Wads- 
wort and our other representatives in Turkey. We appreciated it a 

ot. 

If I remember correctly, you were telling me about the Turkish 
soldiers on maneuvers up on the Russian border who were ae in 
barracks without heat; am I correct in that? I was trying to recollect 
some of our conversation. 

I was very much ot ary with the determination, as you pointed 
out here today, of the Turks to defend their own country and to fight 
anywhere and everywhere necessary for self-preservation. 

o you remember telling me about the Turks being on maneuvers 
up on the Russian border ving in barracks without any heat? 

General ARNoLD. Heat, sir 

Mr. Battie. Yes. : 

General Annotp. That is correct, sir. They have no way of heating 
exept by picking up small sticks, and what have you. 

Mr. Barrie. How cold does it get up there? 

General AnnoLp. Twenty below, sir. That was one reason that in 
the Army program this year I had requested 50,000 scts of winter 
clothing, because in World War I 30,000 Turks froze to death fighting 
the Russians in that same arca. ‘ 

Mr. Barrie. I remember you were talking about the possibility 
of some economic aid going for sox and clothes for the soldiers. 

General ARNOLD. We have pretty well solved thoso problems now. 

Mr. Barre. I also remember you telling me something about the 
way the Turkish Army was recruited and trained and then turned loose 
every year or two. ‘That was a big problom——. 

General ARNoi». Corrections are being made on that. A law has 
been passed which makes induction operative twice a year, which 
means that only one-fourth go out at one time, instead of half of them. 

It is hoped that three inductions a year will be possible very shortly 
with another law, which will give smaller numbers of groups so that 
the units will not evaporate so often. 

Inductions can be phased in different ateas. Group centers aro 
being started and can send recruits out so that units are always in a 
combat-ready position. We are working on that now. 
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Mr. Battis. I remember about a year ago we had some exchange 
students over hero, and I had lunch with some of them. I happened 
‘to bo sitting by a Turkish boy who seemed about 18 or 19 years old. 
Ho kept quizazing me about the Marshall plan. Finally when I was 
telling hin about the altruistic motives behind it, he asked if the 
main reason for the Marshall plan was stopping Russia. 

Ho then mado a statement to the effect that Russia would not 
tako Turkey as long as there was a man alive. After I visited there 
I understood that spirit better. I think they have more determination 
than any foreign country I havo seen. Turkey seems to be an ally 
we can really count on. Thank you very much. 

Mr. Gonrpon (presiding). Mr, Smith. 

Mr, Sauren. I will pass for the time being. 

Mr. Gorvon (presiding). Mr. Lanham. 

Mr, Lannas. No questions. 

Mr. Gonpvon (presiding). Mr. Merrow. Mr. Mansfield. 

Mr. Mansrietp. Gencral, it is my understanding that the Turks 
are first-rate in their intelligence service, perhaps having one of tho 
best intelligence services in the world, is that correct? 

Gencral Arnoup. The best intelligence service in the world? 

Mr. Mansrietp. One of the best intelligence services in the world. 

Gencral Annoup. Sir, I would not know about that. They have 
never brought me much into their intelligence picture. I have no 
knowledge of that. 

Mr. MansrieEvp. The question I was driving at—if you can answer 
it it should bo off the record—is this—— 

Mr, Gorpon (presiding). Off the record. 

(Discussion off the record. 

Mr. Gorpon (presiding). Are there any further questions? 

Mrs. Botton. Sometime ago we were told that the Turks could hold 
about 2 months if Russia began to move in. Has that been increased 
considerably? 

(Discussion off the record.) 

Mr. Sairn. Is there any Black Sea activity, any pressure down to- 
ward Istanbul and the Straits? 

Gencral Annowp. Off the record. 

Mr. Gorvon (presiding). This will be off the record. 

(Discussion off the record.) 

Mr. Eaton. What is the present population of Turkey? 

Gencral ARNOLD. Twenty-one million people. 

Mr. MANsFIELD. I havo one more question. Is the Turkish brigade 
in Korea a good cross section of the Turkish Army, or is it an clite 
brigade? 

eneral ARNoLD, The Turks that went to Korea were not an clite 
brigade. The soldiers that went to Korea were conscript soldiers. 
The officers and noncommissioned officers were volunteers. That is 
all. That was tho only situation. They were picked out as volun- 
teers. 

To give you an interesting sidclight on how patriotic the Turks are, 
when the call went out for volunteers to go to Korea as replacements 
30,000 volunteered for 1,800 vacancies. We went by one day and 
saw a barbed wire fence all around the area in which the 1,800 volun 

. teers wero training. 
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We asked why they had to put them inside the barbed wire, was it 
to keep them from getting away, and the Turk officiats said, “No 
to keep the others out.” 

Mrs. Botton. May I ask another question? 

Mr. Gorpon (presiding). Mrs. Bolton. 

Mrs. Botton. What about the women, do they work in the Army? 

General AnNoupv. They aro starting, Mrs. Bolton. We are trying 
to build up something in tho way of two things, the Grey Ladies, 
and the other is the Red Crescent, which is similar to the Red Cross. 
There aro full-fledged nurses, and what you call nurses’ aides. 

Mrs. Botton. The fact that Turkish women took off their veils 
when ordered to do so by Ataturk docs not mean that they are all 
set to go in all of these things. They have had to get used to this 
very drastic change in their whole approach to life. I used to sce 
the older ones on the street holding their veils together with their 
teeth, and when they saw a policeman they would drop them. 

General Arnoxp. You see that in the country. It is a shawl sort 
of thing, and they hold it up. It is custom. 

Mrs. Boniton. The women naturally are not wholly accustomed to 
the change but they are adjusting to it rapidly. 

General Arnon. It originates in the larger cities and permeates 
out. 

Mrs. Botton. Do you know how many are in the parliament? 

Gencral Arnnotp. Yes, I do. I know there is one woman repre- 
sentative from Istanbul. I believe there are probably two more. 

_.» Mr. Gorvon (presiding). Thank you very much, Gencral. 

Mr. Vorys. General, wo learned that there were not only women 
but Christians and Jews in the Turkish parliament; is that still true? 

General Arnoxp. Yes, sir. 

Mr. Gorvon (presiding). ‘Thank you, General, for your testimony 
this morning. 

We have also this morning Gencral Jenkins. Do you have a state- 
ment, General? . ; 


STATEMENT OF GEN. REUBEN JENKINS, FORMER CHIEF OF 
JOINT UNITED STATES MISSION FOR ASSISTANCE TO GREECE 


General Jenkins. I have no prepared statement, Mr. Chairman. 
It is my privilege to be here before you this morning. I would like to 
divide my statement in two parts. First, I would like to give you the 
broad picture on the record, and then give you a more detailed picture 
off the record, and then subject myself to cross-examination, 

Mr. Gorpon (presiding). Gencral, please state for the record your 
experience and background. 

General Jenkins. I am Maj. Gen. Reuben E. Jenkins, Department 
of the Army, formerly Chief of JUSMAG in Greece. Prior to that I 
was Deputy Chief of the Mission under Lieutenant General Van Fleet. 

I joined the Greek mission in early April 1948, when the fortunes 
of the Greeks were at an extremely low ebb. 

It was my privilege to witness a great change in the position of 
Greece during the 3 years and 1 month that I served there. 

Our objective in Greece initially was to'assist the Greeks in restoring 
internal security and order in the country, and bringing some sem- 
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blanco of order out of the chaos which resulted from tho bandit war, a 
war which was communistic inspired and Communist supported. 

That war reached a very successful conclusion in the late summer 
and early fall of 1949, due to the wisdom of the Congress and tho 
President, in my opinion, of giving that war-torn country aid, becauso 
I will stato categorically without that assistance Grecee today would 
be behind the iron curtain unwillingly. 

Gencral Jenxins. Since the restoration of order in tho country, our 
principal task has been to revitalize the armed forces and bring them 
up to the highest possible capability within our power, both toni a 
training point of view and from an cquipment point of view, in order 
that. thoy would be able to maintain this security that had been re- 
established, and to repel external aggression, particularly from the 
satellite border states. . 

In my opinion no mission, with all duo respect to my good friend 
Genera) Arnold, has had greater success. In my opinion that is not 
because of me personally, but because, frankly, I could have had little 
to co with it if I had not had good personnel to work for me and a good 
object to work with. 

Gencrat Van Fleet and I could have accomplished little: without 
those two things. 

Tho armed forces of Greece today are in a most satisfactory state of 
training. The officer corps, particularly, has been revitalized and has 
at its head, and at the head of cach of the threo services, competent 
leadership and at all levels, down to tho platoons in the army. Tho top 
leadership is quite capable and determined. The intermediate 
leadership, battalion and regiment, is learning fast and is courageous, 
as is the company and platoon leadership. 

I ralph say that our failures in the 1948 campaigns—and I went 
through them—were not due to a lack of courage, but a lack of know- 
how in the Greek forces. They had no noncommissioned officer 
corps in their army and they had no trained leadership below the 
brigade level, or regimental lovel. It was a product of a short-term 
school thrown together hastily out of the chaos that resulted from the 
occupation. : : 

The programs that we have provided to the Greck armed forces up 
to now have given the Greeks a very efficient army of nine divisions, 
reasonably well equipped. Those divisions are in being today. 

Discussion off the record.) 

encral JeNKins. They have also given the Grecks a small, but 
extremely efficient navy, with some obsolescent equipment, and 
some of the reasonably modern items of equipment. 

They have produced in Greece a tactical air force that is as good 
as any I saw jn Europe in World War II. That is, in the discharge 
of its mission in support of ground elements. 

(Discussion off the second) 

General Jenkins. It is equipped with Spitfires, Hell Divers, 
AT-6’s and some old British Austers. It has C-47’s for transporting, 
of course, which is for the work-horse job, and there is no better for 
that kind of work in that country, in my opinion. 

Tho programs for the Greeks are designed not only to give this 

ound force greater strength for peace, but aleo to give it the capa- 

ility of further expansion for war by utilizing the trained manpower 
that is in Greece today. 


882 THE’ MUTUAL SECURITY PROGRAM 

‘(Discussion off the record.) 

General Jenkins. When I say this manpower is trained I mean just 
that. This Greek is hardy. Ho is tougher than any soldier I have 
ever come in contact with. That docs not exclude the German or the 
Jap, and I know them both. This man absorbs instruction quite 
readily, and he retains what ho learns. His physical endurance is 
tremendous. 

I havo ridden'a horse as fast as a horse can walk for two straight 
hours up the side of a mountain with four Grecks ee alongside 
this horse, and the horse would arrive at the top of the Jnl lathered, 
but these four Greeks would hardly be breathing hard. 

Mr. Vorys. What shape were you in? 

General Jenkins. Wo will take that up later, Mr. Congressman. 

When I first joined the Greek Army I was astounded at what I saw. 
Due to the lack of training at the officer level, company and platoon, 
men did not know how to fight. They opened rifle fire at 2,000 yards. 
Tho officers thought that the support for a regiment consisted of two 

ieces of artillery, Ask one what he thought the situation was, or 
or an estimate of the situation, and a jicutenant or company com- 
mander would look at you with an expression which showed really 
that ho had never even heard of such a thing before. They did not 
know how to deptoy their units. They did not know how to take 
advantago of cover. They did not know how to crowd their fire. 

But today those Greeks in training exercises will crowd their fire 
so closely that thoy will take their chance against artillery and mortar 
fire, oven with Spitfires strafing tho target, with the infantry within 
125 or 150 yards of the target, because they say it will pay them 
dividends in the long run. 

have known one officer to be hit twico in a training exercise by 
mortar fire. Tho first time he refused to stop. The second time it 
stopped him. The division commander said it will pay us dividends 
in the long run. 

That is an indication, I think, of the quality of courage of this 
Greek we are now supporting. | It 1 tried that with American troops 
I would bo court-martialed for exposing my troops to unnecessary 
danger in a training period. I say that in all seriousness. 

‘The Greek himself is an individualist. Ho loves his little piece of . 
ground, and he loves his little flock of goats and sheep, and he loves 

is family. Ho is definitely not a Communist. . He is anything but 
that. But ho is @ dissident many times, because even a taxi driver 
or a shoeshine boy will tell you he can do better job in government 
than the people who are there. That is almost universal. 

Mr. Eaton. Just like the Americans. 

General Jenxins. The Grecks, we must remember, were loyal allics 
to us in World War IJ, and they were loyal allics to us in World War IT. 

Discussion off the recérd.) 
eneral JENKINS. Our investment in Greece, like the investment in 
Turkoy, is an extremely good one. 
Discussion off the econ) 

General Jenkins. As to the utilization of this equipment we have 
given them, I would like to tell you oe during the 3 years I was 
there one of the principal‘ tasks of our officers was to see whether or 
ribs this aid that we were furnishing them was being diverted to any 
purpose other than that for which it was intendéd.. When I left 
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there there had not been one anh caso of an officer, or a soldicr 
or anybody connected with any of the armed forces, being suspect 
or accused of diverting any of this equipment to any purpose other 
than that for which it was intended. 

Off the record. 

(Discussion off the record.) 

Gencral Jenkins. Gentlemen, I appreciate your being patient with 
me in my off-the-cuff statements. 1 will try to answer your questions 
now. I would like to state that Congressman Battlo paid us a visit 
. in Greece to seo these soldiers. He was present when we had our 
contingent ready to go to Korea, and was present at the ceremony 
when the United Nations flag was given to this command. I would 
also like to state that that was not a hand-picked unit. That was 
& volunteer unit. Units volunteered in a body. Qnly a few people 
shifted out of it for personal reasons. The bulk was completely 
voluntcer, and 1 think that Congressman Battle thought that was a 
fine-looking bunch of soldiers. 

Mr. Battir. It was a very impressive ceremony, and also it was 
a fiie-looking group of soldiers. We appreciated your courtesy and 
hospitality very much. 

Mr. Gonvon (presiding). Thank you, Gencral Jenkins, for your 
interesting and strong statement. 

What are the guerrilla activities at the present time? Is there 
very much of this activity in Greece? 

General Jenkins. Guerrilla activity in Greece, Mr. Chairman, has 
been reduced to that which the ordinary police could handle since 
carly 1950, in my opinion. There have been a few border raids from 
Bulgaria. There are about four groups, I think, that move back and 
forth across the border, and as the army goes out after them they go 
back to Bulgaria. But as to the rest of Greece, not in her history has 
she had as few bandits as she has today. Those she has ere spotted 
out, ¢wo or three here, or there, or somewhere cise, and they know 
they are by namo. It was a police action that remained when | 

cit. 

(Discussion off the record.): 

Mr. Gorpon (presiding). We are under the 5-minute questioning 
rule, General. 

Mr. Chiperfield, have you any questions? 

Mr. Cuiperrietp. No questions. 

Mr. Gorvon (presiding). Mr. Battle. 

Mr. Batrue. Mr. Chairman, thank you. 

General, I am very much interested in your statement and I appre- 
ciate your appenrsuce here this morning. 1 was wondering what has 
happened to the Greek children and if a good many of them have been 
returned or just what is their status. 

General Jenkins. The great bulk of the Greek refugee children 
have been returned to their homes. There are a few that sre defi- 
nitely orphans that are still under the Queen's care. All Red news- 
papers to the contrary, Her Majesty is looking after those children in 

ne fashion. 

Mr. Barrie. Are you talking about the children captured by the 
Communists? Did not Yugoslavia -have a lot of Greek children 

General Jenkins. No, sir. I am talking about those that weré in 
the homes within Greece. There were @ great number scattered 
throughout Greece. 
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ae Bartue, Did Yugoslavia ever return the Greek children she 


General Jenkins. She has returned quite a few of them. I think 
Mr. McGhee can give you the details on that. 

Mr. McGuere. At one time it was estimated there were many 
thousand Greek children in Yugoslavia. However, when it was 
investigated quite objectively by the Swedish Red Cross it was found 
most of these children were of Slavic origin who had been living in 
Greece but who are now with their parents in Yugoslavia. They did 
find, I think, several hundred that were of Greek origin and whose 
parents are now in Greece; these are in the process of being returned. 

I think this issue between Yugoslavia and Greece is on its way to 
being solved. These children were very well taken care of, as Ambas- 
_sador Allen reported on a nunber of occasions. 

Tho greatest number of the children were taken behind the iron 
curtain, and to my knowledge they have never been sent home; they 
constitute the real problem. It may be they are being trained for 
future guerrilla action. 

Mr. Battie. What about the state of mind and health of those 
who were returned? Were they pretty well indoctrinated to com- 
munism, and so forth, or what condition were they in? 

Mr. McGuer. I am told that in the Yugoslav camps most of the 
children were ay thoroughly indoctrinated. A large percentage 
of the children in these camps; were not of Greek ethnic origin. 

Mr. Barrie. That is all, Mr. Chairman. 

Mr. Gorvon (presiding). Mr. Vorys. 

(Discussion off the record.) 

Mr. Vqnys. That is the air would come along later? 

Gencral Scorr. Later than that. Yes, sir. 

Mr. Vorys. That is all. ; 

Mr. Gorpon (presiding). Mr. Hays, do you have any questions? 

Mr. Hays. No questions. 

Mr, Gorvon (presiding). Mrs. Bolton? . 

Mrs. Botton. I realize that this question may seem to be in the 
political area, but I do not mean it that vey I want to ask quite 
rom the military standpoint—and I would like very much if General 
Arnold would give us an answer on the same point—is it Greece’s 
desire to be Western? General Arnold made quite a point of Turkey 
wanting to be western. Is that the Greck aspiration? 

General Jenkins. I would say it is even stronger than that, Mrs. 
Bolton. She is Western. : 

Mrs. Botton. Then she would be deeply interested in becoming 
or in having either a bilateral agreement with tho United States or 
some kind of an agreement with the United States, would she not? 

General Jenkins. Unquestionably she would prefer to be, for 
example, a member of NATO. I think that is being discussed, 

That is personal view. 

Mrs, Bouton. Do you feel that would be of military importance? 

Discussion off the record.) , 

{rs. Bo.ton. I appreciate that very much. Thank you. 
Mr. Garvon (presiding).-Mr. Lanham, do you have any questions? 
Mr. Lanszam. No questions. i, 

Mr. Gorpon (presiding). -Mr. Smith? 
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Mr. Smita. General, docs Greece have any productive capacity at 
all in turning out military items? 

General Jenkins. That has been very, very meager up until re- 
cently. First the arene! part of the econemic program originally had 
to be devoted largely to the civilian side, and particularly to the bigh- 
way construction programs, that facilitated our operations. I might 
say hero that without that ECA support in the highway and harbor and 
rail communication work that went on while these campaigns were 
being fought, we would have been hard put to do tho job. 

Mr. Smita. In other words, the first job was one of rehabilitation 
more than anything else? 

. General Jenkins. Yes, sir. Since that time considerable progress 
has been made in the rehabilitation of some of the industries of Greece. 

(Discussion off the record.) 

Mr. Saitu. For all practical purposes then we are giving them tho 
military end items that they need. Is that right? 

General Jenkins. Not entirely, sir. Thero is a clothing factory 
thero that makes clothing for the army. 

Mr. Ssirx. For the American forces? 

General Jenkins. No, sir. For the Greek forces. The shoe pro- 
aon was passed to the Greeks for the making of their own shoes. 

Vhen I left they had begun to develop the program for individual 
items of equipment, such as packs, and haversacks, webbing, belts, 
and things of that sort. I think Mr. Emery was over there recently 
and saw tho items that had been produced as samples. 

There was also a program being considered when I left for the manu- 
facturo of their mess gear and a lot. of their own personal and individ- 
ual equipment from motals. Mr. Emery can probably give you more 
information on that than I can, because he was there alter I left and 
knows how far that program has progressed, but so far as self-help is 
concerned, I would say the Greek has made considerable progress in 
the last 12 months. 

Mr. Sarr. What percent of tho Greek national budget is going 
into the military? 

General Jenkins. With tho assistance of the ECA side I think that 
ne total was sixty-something, was it not, George? About 62, I 

clieve. 

Mr. Emery. I think it was around 50 percent. 

(Discussion off tho record.) 

Mr. Suita. What impact is that having on the general standard of 
living among the Greeks? 

Gencral Jenkins. Serious. A serious ono. 

Mr. Surry. Has there been any appreciable improvement in the 
general standard of living since we have been there? 

General Jenxtns. Dofinitely, sir, in my opinion. 

Mr. Surtu. To what degree, do you know? 

Gencral Jenkins. Well, when Amorican aid first started, or a short 
time after, there wore 750,000 refugees. Today there are none. 
They have all returned to their farms and their little houses have 
been rebuilt, and they are back on their own. 

Mr. Suitx. You may not know it, or my not have this information, 
but I am wondering if somebody has it. Undoubtedly they do. 

What is tho per capita income in Greeco today? 
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Genera) Jenkins. I do not havo that figure, Mr. Congressman. 

Mr. Suita. Can the ECA or somebody furnish that? 

Mr. McGuee. Wo will get that for you, Mr. Smith. 

It is $185 per capita. 

Mr. Smitu. I am wondering if we might also have it for Turkoy? 

Mr. McGuee. Yes, sir. Tho figuro for Turkey is $128 per capita. 

Mr. Suita. I oxpect thero are no longer any British forces in Greece? 
We have taken over that job almost completely. ‘ 

General Jenkins. No armed forces. The British still havo small 
naval and air missions, and o little larger army mission, and a “prison? 
mission. 

Mr. Safira. What is their purpose in remaining there? To protect 
British properly? 

Gencral Jenkins. No, sir. They assist in the military program. 
‘They give assistance on technical matters, because a lot of tho cquip- 
ment we have thero is of British origin. Their supply system, and 
depot system, and so forth, is based on the British pattern, and their 
entire general staff procedure is tho British system, and somo of their 
basic training of the soldiers, for oxample, is patterned after tho 
British. A lot of the naval equipment is British. In tho air, the 
Spitfires, of course, aro all British. 

Mr. Saute. That is all. Thank you, Mr. Chairman. 

Mr. Gorpon (presiding). Are there any further questions? 

Mr. Hayes. Mr. Chairman, might I ask « question or two? 

Mr. Gorpvon (presiding). Yes. 

Mr. Hays. Off the record. 

(Discussion off the record.) 

Mr. Hays. General, you mado reference to the improvement in 
conditions there. What is their land tenure system? Is it produc- 
‘tive of some of the things that Mr. Smith was speaking of in the 
economic advances and social improvement? Aro you familiar with 
their land problem thero? 

‘+ General Jenxins. Not too familiar, sir, Only general, The ECA 
representatives can give you & very detailed answer on that, I think. 
owever, I would say that there has been considerable improvement 
in the roductivit of the small amount of tillable land in Greece. 
I think I am qualified to state that categorically because J lived there 
and traveled over the country for 3 years. he drainage programs 
are producing rest numbers of acres in various places, such as in 
‘Thessaly and Western Macedonia, that before have been wasteland. 
I do not know the number of acres, but there has been tremendous 
improvement in that field. 
- 1 Mr, Haya. Much of the land they allowed to erode can be recap- 
tured, you think? . 

General Jenkins. They had a land reclamation project going on 
that does just that. Yes, sir. . 

As to the details of it, I am not familiar with it. 

Mr. Hays. Would you care to express an opinion as to whether or 
not our information program, building sentiment into the Western 
World, has been satisfactory? 

.’ General Jenkins. Ido not believe I am competent to answer that, 
Mr. Congressman, because, frankly, my position there was s0_con- 
fining that I did not have time to branch out into other fields. I can 
only give you a guess, which I do not think would be worth the timo 


of this committee. ' the. 
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Mr. McGurr. Mr. Chairman, may I comment on that? 

Mr. Gornon (presiding). Yes. 

Mr. McGues. I think Tecan answer a couple of Mr. Hays’ questions. 

There is no problem of land tenure, as such, in Greece. There is no 
such thing as absentee landlordism. Greece is a country of small 
landlords, who own their own land. In a typical community the 
largest landowner would own 50 acres, and the average under 15 acres. 

b the question of the information program, I do not know how 
you might evaluate it ona technical basis. As far as the end product 
is concerned, however the Greeks, I think, almost to a man, know 
the extent to which we have assisted them. They are thoroughly 
oriented to the west. 1 do not believe thero is any basic problem of 
winning over any important segment of the Greek people to the com- 
mon cause of the free world. 

Mr. Hays. Thank you. 

Mr. Minnow. Mr. Chainnan. 

Mr. Gonvon (presiding). Yes, Mr. Merrow. 

Mr. Merrow. I want to ask the gentleman a question concerning 
coordination. 

Greece and Turkey constitute the southern front against Sovict 
encroachment on the Mediterranean. With 9 divisions in Greece and 
19 in Turkey, we have 28 there now. Has there been any coordina- 
tion of defense plans of those two countries as a front? 

Gencral Jenkins. I am not competent to speak on that because I 
have had no connection with the problem. 

eneral ARNOLD. There have been conversations botween the 
Greek and Turkish General Staffs. 

(Discussion off the record.) 

Mr. Merrow. You may want to answer this off the record, but 
if these two countries were brought iato NATO then probably there 
would bo coordination, would there not? 

General ARNoLpv. Undoubtedly. 

Mr. McGuer. That is a definite byproduct. 

Mr. Merrow. Is that not necessary? 

General ARNoxD, Not only necessary, but it would happen very 
quickly. You would have that coordination. 

Mr. Merrow. That is all. Thank you. 

Mr. Gorpon (presiding). Are there any further questions? 

(No response.) ; : ; 

Mr. Gorpon (presiding). The committee will stand adjourned 
unti] 2:30 this afternoon. 

I want to thank you, General, for your appearance here. 

(Whereupon, at 12:10 p. m., the committee adjourned until 2:30 
p. m. of the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Hon. James P. Richards 
' (chairman) presiding.) 
hairman Ricnarps. The committee will come to order, please. 
Ladies and gentlemen of the committee, we have wit us this 
afternoon Assistant Secretary of State for Far Eastern Affairs, the 
Honorable Dean Rusk. 
Ho has along with him Gen, H. J, Malony, Department of Defense 
Representative, Southeast Asia Policy Coordinating Committee, and 
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Mr. R. Allen Griffin, Director, Far East Program Division, Economic 
Cooperation Administration. These three men are going to give 
testinny. on the economic, political, and military aspects of this 
problem. 

Mr. Secretary, before you begin, how do you want to proceed? 
Will you give your testimony and then call on the others for certain 
features of it, or,how will you proceed? 


STATEMENT OF HON. DEAN RUSK, ASSISTANT SECRETARY OF 
STATE FOR FAR EASTERN AFFAIRS 


Mr. Rusk. Mr. Chairman, if the committee is agreeable, I thought 
I would offer an introductory statement on tho political side, and then 
if the committee wishes, Mr. Griffin and General Malony might make 
a brief statement on the economic and military side in oxtension of 
what I have said. 

Chairman Ricuarps. That will be fine. Before you do that, Mr. 
eeersiaty. could you take about 15 minutes and bring us up to date 
on the Korean situation? 

I think the committee would like to hear that. 

Mr. Rusx. Thank you, Mr. Chairman. 

Mr. Gorpon, Is this to be on the record or off the record? 

Chairman Ricuarps. What about that, Mr. Secretary? We can 
take it entirely off the record, if you desire. 

Mr. Rusk. This can be off the record. 

Discussion off the record.) 
hairman Ricuarps. Have you a prepared statement, or do you 
want to talk informally? 

Mr. Rusk. J do not have a text. Mr. Chairmen end gentlemen 
of tho committee, before making my opening remarks on title III, 
I should like to indicate very briefly the way in which we are organized 
in relation to the subject matter of title IT. : 

There are five countrics of south Asia included under this proposal}, 
India, Pakistan, Ceylon, Afghanistan, and Nepal which are outside 
the area of my responsibility. What I have to say today will, however, 
affect and apply tq those countries in gencral terms. 

My own responsibility begins with Burma, and-includes the coun- 
tries to the south and east thereof, whereas Assistant Secretary George 
McGhee has responsibility for south Asia. He will be here this after- 
noon, if the committee wishes it, or in the morning, to answer questions 
on these five particular countries. 

_ Our programs in Asia involve the closest possible integration of 
political, economic, and military factors. For almost a year now 
wo have had a close working group made up of the Department of 
State, Department of Defense, and ECA. ; 

Mr. Livingston Merchant, my Deputy; Mr. Allen Griffin, of ECA; 
and Gen. Harry Malony, of Defense, aro the representatives on that 
group. “The committee may wish to hear from theso latter two 
gentlemen so that the threo of us may together lay a basis for the — 
questions which the committee may wish to ask in this field. 

Further than that, the relief and‘ rehabilitation of Korea has a 
number of special problems concerning the United Nations. Mr. 
Hall who is here has responsibility for that subject. 
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Our proposals under title ITI are for military aid in the sum of 
$555 million and cconomic aid in the sum of $375 million. 

I have had a chance to go through the materials made available 
to the committee, the testimony of Secretary Acheson, Secretary 
Marshall, and the message of the President. I pian to repeat as 
little as possible of what has been said in those earlicr materials. 

The broad policy considerations are entirely familiar to the com- 
mittee and I believe to the American people. That is particularly 
true anywhere here in the Far East, where this committee itself has 
played an active part in initiating policy over a number of years. 

erlaps my best contribution, therefore, might be to indicate some 
of the complicated factors that come into play in the effort to trans- 
late broad policy into action programs, and try to indicate why a 
nation which follows the broad policies we are following in Asia and 
the Pacific should carry out the programs we are proposing, in the 
face of the factual situation with which we are confronted in Asia 
at the present time. 

I cannot promise for certain to be successful in the effort. I feel 
that I have an obligation to try to build a bridge between broad 
policy and specific programs. 

First, we should remind ourselves and our friends in Asia of those 
aspects of our policy which are historical and fundamental, which 
would be our policy if there were no communism and if there were 
no Russian imperialism on the march in that part of tho world. 

Elements of this historical policy are familiar to all of us. We 
learn them as children in our schools and churches. They are things 
we take for granted. They are widely known here, and they are 
widely known and valid in Asia unless they are distorted by propa- 
ganda. sake 

For decades wo have had an active and vigorous interest in trade, 

a fruitful exchange of cultural values, a sympathetic interest in na- 
tional freedoms, an interest in a rising standard of living, relicf from 
diseases, and the hope of better things to come. 
. Why is this historical attitude so important? In tho first place, 
we are laying a basis for relations with Asia for decades tocome. We 
are now in the first years of the national independence of these new 
nations of Asia and the relationships we establish today will go far 
beyond the particular rivatrics and contests of our own day. In 
other words, these new nations may be learning permanent attitudes 
toward the United States at the present time. Therefore, we need 
to take this long-range historical point of view. 

Secondly, great changes occur in world power relationships; certain 
of these have occurred in our own generation. We aro now in the 
process of bringing about another great power change by peaceful 
means, if we can, by tre ning t ic frec world. 

But 10 to 15 years from now, the most important necessity of our 
foreign policy may be that we have a right relationship established 
with the great peoples of Asia and that we need to have that in mind 
as we consider our present activities. In any event, these people in 
the Pacific and in Asia are unwilling to be merely a facet of our 
problem with the Soviet Union. They would not voluntarily become 

awns and they believe that their relations with us are based upon 
intrinsic values. Asians expect us to consider them an important 
part in our program. 
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I havo mentioned these historical factors becauso they have an 
important bearing not only upon what we do in Asia but also as to 
how wedoit, Aro weinterested in this area only because of the Com- 
munist threat? Will wo provido assistanco only to those who act in 
a particular way to fit our own immediate political and strategic 
concepts? Those are important questions for us in terms of our 
ability to work out our relations with these people over the decades 
to come. oe 

A minor example: We have been turning moro and more attention 
in our programé in that part of the world to work in the villages and 
the pa fields, working with the people of those countrics. Now, 
we would not want them to believe that wo aro in tho villages and in 
the paddy fields merely because the Communists are in tho villages 
and in the paddy fields, For that to be our own attitudo and for 
that to be thoir impression would rob our program of moral contont 
and would render it futile as a practical maiter. , 

Wo believe there is great strength and vitality in our historical. 
approach to the peo lea of the Pacific and of Asia and our program 
must reflect this fundamental attitude of the American people. 

A second great factor which we must have in mind is tho impact 
of Communist aggression in almost every corner of Asia by one means 
or another. Tho committee has had that fully sect boforoe it and I 
shall not attempt to describe it but you know it as well as I. 

A basic fact is that communism is now waging war in Asia and 
with great power and resourcefulness. Wo must stop this aggression 
by peaceful moans if we can, but stop it wo must. By “we” wo mean . 
not only we Americans but every nation looking toward the kind of 
world set forth in the charter of the United Nations. 

Now, what does Communist aggression mean in terms of our own’ 
action and our own policy? It means that we must build our own 
A rapidly. It means also that we must protect that strongth 
into the western Pacific in support of peace. Wo have, during this 

st year, been projecting our strength into the far Pacific, not only 
in respect to Japan, but also in tho Philippines, in southeast Asia,, 
and in other areas economically poiltionly; and militarily. Insofar 
as wo can by the means available to us, we must encourage other 
free nations to resolye any disputes which soparate them, such as the 
Kashmir dispute, and to.encourago them to organize for mutual pro- 
tection sgalnst aggression, participating ourselves where possible and 
appropriate, 

hat brings up tho issue of a Pacifio Pact which has boon of keen 
interest to this committeo in the. months past and to which I will 
return ina fow moments. | 

‘This Communist aggression means we must recognize a greater 

ocy of time in developing our relations with the peoples of Asia. 
© must recognize the greater investment of resources and personnel 
than might be required if there were no Commanist threat. em 

We must accspt, regrettablo as it might be; that there may well bea 
greater margin of error both among ourselves and ainoag Our friends 

._ As wo work under greater urgency, we will 
people who are not as bighly trained for work in the Far East as we 
should like to have, chil. because they are not available: and we shall 


ave to use 


have to work with people in Asia whose own institutions have not 
developed to the point where they can make the most efficient and 
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effective uso of the aid given. So some margin of error must be ac- 
cepted which would not bo thero in normal times. 

ut wo must also contest in every possible way the Communist 
offort to capturo nationalist sentiment for the purposo of using this 
national desiro as 8 means for enslaving tho people under Communist 
domination. That wo must fight at overy point. Out of the do- 
velopment of our historical policies, and‘of tho special urgency im- 
posed upon us by Communist aggression, thero is a broad action 
program toward Asia and tho Pacifio which has recoived general sup- 
port despito the fact that tho region has produced some of our sharpest 
controvorsics. ; 

It is not for mo to peak of bipartisan policy sineg I am not a spokes- 
men for tho two’great partics, but I suggest thate broad program 
oxists which Jras received considgable support. Ode military and 
economio stance ch which, willbe discussed Ya detail here 
aro not fu 


. can policy’and actiorin this roa. 


understogdéxcept in relation ty other nat Aterie 


I may, Mr. Chairman, jyst state eotiio of tho, principal, oints in 
that broAd program of acttor{ 4 lisy which kias gubstantia{ support 
in the Government and in th couvtry, would suggest the fdllowing: 

1. Afiincroase of Unitex tos strength isf the Pacific. 
2. ‘The prompt conclusion ‘of ‘, Japan cace treaty, a tfeaty of 
reconcifiation of the sore disct cl 86 care ly by. Mr. Dulles with the 
\ iL 


to bo agréeable'to ofr two countries, 

5. A Unita States-Now Zealand-Australia security’ arrangemont 

to draw those countries more fully into active pprtnership in the 
Pacifio area. ; 4 

6. Sympathetic entouragement to broader-Pacifio arrangemente of 

A regional typo. ee 

7. Resistance to a ion in Korea. 

8. Tho rehabilitation of a free Korea and pursuit of the goal of a 
unified and independent nation, to the maximum extent possible. | 
9. With respeot to China, the nonrecognition of the Poiping regime; 
the continued recognition of the Nationalist Government; opposition 


. 


to tho seating of Peiping in the UN and insistence upon settlomeat of. 


the problem of Formosa by peaceful means and resistance to military 
exploitation of that island by our.enemies against the freo nations of 
© Pacifio. 

10. Friendly encouragement and support to new nations of Asia, 
not only those who have already attained full sovereign status such 
a8 India, Pakistan, Burma, and Ceylon, but also to others who are 
just now moving into a new status such as the Associated States of 

ndochina, 

11, Economic and technical assiatanco programs for the purpose 
of providing the elomentary and basio institutions, the institutional 
strength and technical know-how of those new nations so that they 
may set about carrying out their now responsibilities. 
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12, Military assistance programs where necessary to put these 
nations in a better position to maintain internal security, to deter 
serrenton from the outside, and to contribute their part to such 
collective security efforts as may bo required to mect this aggressive 
force with which we are confronted. , 

13. Lastly, an information and education program which will 
attempt to deny to the Communists the kind of sym pathetic support 
which they have-been able to win by appearing in Asia as an Asian 
preaching nationalism to such good propaganda effect. 

Now, these are the broad elements of action and policy in the Far 
East which are a part of our over-all effort. 

When we talk about the programs therseclves, I understand the 
committee has before it a break-down by country and as between 
military and economic RroBrarrs of these various 

Mr. Cuiperrietp. Here is a break-down, country by country. 
Are these books available to rembers of the corr ittee? 

Mr. Rusx. We have a break-down of the $555 irillion and $375 
million by countries and as between military and economic programs, 
respectively. Are those not in the hands of the committee 

Mr. Vorys. We have a one-sheet summary. 

Mr. Rusk. I want to speak of that in a morrent, please, 

Mr. Vorys. I have been borrowing reports from our staff. We 
members have no break-down at all up to today beyond that summary 
sheet. At least, I have not. ; 

Mr. Rusx. We will have for you as much of this information as we 
can furnish. I wanted to speak for the moment to the principal 
factors which determine the size of the programs. 

The President in his message to Congress on this subject said that 
in all these areas of the world, larger amounts of United States assist- 
ance could be put to good use and would pay real dividends. ‘Title 
III programs are comparatively small compared to other areas which 
are In the bill, and compared to the tremendous needs of the countries 
which are considered under title HI. 

Therefore, if the committee is willing, I should like to discvss just 
for a moment the factors which had the most bearing upon the deter- 
mination of the size of the programs proposed under title IJI.- 

There are a number of factors which might be considered under the 
broad subject of the need in the recipient countries. There is first 
to be considered the desire of the country itself. We cannot assume 
that each of these countries wants a large program or wants to have 
8 large American involvement in their own particular situation. They 
are in some respects new and sensitive nations. Their nationalistic 
feelings are running high. They are subject to propesands based 
upon the residuum of the old colonial systems. Communist propa- 

anda is extremely active in calling attention to the threat of American 
influence. Governments which have their own domestic problems 
to worry about and their own propaganda situation have, on one or 
two occasions, expressed some reluctance to undertake a heavy 
commitment with us in this field. | 

A second factor is that we are aiming, by and large, at eliminating 
bottlenecks and developing a basic, seed-corn type of operation rather 
than ‘attempting to fill the gigantic consumer needs of these countries 
of large population. We do not have here a situation in which we are 
trying to rebuild a war-devastated industrial plant to bring it back 
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to a prewar condition. By and large these countries did not have 
large-scale industrial development. We are trying to take systems 
which are at the lowest level in standards of living and find means 
by which out of their own resources they can move rather quickly 
to some increase in their consumer standards. 

That means therefore that we look for tho assortment of bottle- 
necks such as are found in their taxation systems, transportation, 
port facilities, aud civil service training, in order to mobilize as quickly 
as we can the resourees which are available in these various countries 
for meeting their own needs. We have been reluctant to undertake 
commitments which would establish a pipeline between vast con- 
sumer needs in their part of the world and American production 
because that would create demands upon us which could not be ful- 
filled from the resources which are available to us. 

A third factor is the institutional capacity of these various countries 
to use their own resources and to absorb them efficiently. ‘That insti- 
tutional factor has to do with not. only trained personnel and indi- 
viduals, but also governmental organizations. <A country without 
an effective tax system, for example, presents us with a problem 
somewhat like that of a swamp: it is difficult to find a firm foundation 
ov which to organize the public fiscal operation and effective govern- 
mental activity in the economic fiekd. 

Woe find in almost every country in this area need for greater 
training on the part of the government officials, on the part of their 
own businessmen, on the part of their organizations for collecting taxes 
and disbursing public money, and their organization of transport; 
right through the entire networks, the shortage of trained people is 
one of their most crying needs. Therefore, mere dollar aid alone will 
not necessarily provide a given result in the fight of their institutional 
capacity to absorb. 

A fourth factor relating to their needs is their balance-of-payinents 
situation and their reserve position which determine the extent to 
which they can take care of some of their own most pressing needs 
themselves. That is somewhat illusory because by and large even 
those countries with a favorable balance of payments and favorable 
reserve position probably can maintain that only by importing far 
less than they need and by skimping on their capital investment for 
their future needs. 

Another factor is the nature of the threat posed to the security and 
stability of the recipient country. We have to consider somewhat tho 
priority of the threat. In the case of Formosa and Indochina the 
threat is direct and immediate and needs a maximum effort now if 
we are to help those countries defend themselves against attack. 
Other nations somewhat more removed or remote have more time in 
which they can build up their own resources and therefore the pressure 
on us for assistance is not quite so great. 

Another factor is a political factor stemming from our own desire to 
establish a friendly relation with these various governments. Even 
where there may not be a pressing need clearly demonstrated as 
something we should meet on an economic basis, thero still would be 
an important point to be gained if by a small aid program wo could 
establish a friendly relationship between ourselves and that other 
government and put some of our people at their disposal for advice 
and assistance during these troublous times. We want to be in a posi- 
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tion to do that and to use the aid program itself as a vehicle for demon- 
strating that kind of an interest. 

A further consideration is tho ability on the part of tho rest of us to 
meet the needs which we find in these various countries. Ono of tho 
first questions is whether tha burden is a reasonable burden to be 
carried by the United States. A number of other countries have 
important responsibilities in that part of the world—the French in 
Indochina, the British in Malaya—and we are not inclined to 
substitute ourselves for others in carrying these responsibilities. 

Now, the general approach has been that our job is to provide 
necessary additions to the efforts of others if those additions are 
essential for the stabilization of the area. But we should not merely 
go in and put ourselves in place of others in carrying these loads. 

A second factor is the availability of United States personnel. We 
have a very serious problem of recruitment for Americans for jobs 
out in this part of the world. Our technical assistance p m is 
severely limited in that particular respect. It is probably the real 
bottleneck and provides the ceiling on our technical assistance 
capabilities. ; 

hat problem of recruitment is self-evident. We do not have many 
Americans who are thoroughly trained and qualified for that work in 
that part of the world, compared to our population and our present 
interest in that area. We are really understaffed as a nation and we 
aro very glad to see that somo of the private agencies, such as the 
American Council of Learned Socicties and Social Science Research 
Council and others, are taking steps to increase the supply of Ameri- 
cans who have special Ereining in that field. There is also the matter 
of willingness to serve under the conditions in the Far East these days. 
People cannot take their:families with comfort into many areas. 

There is danger; thero is discomfort; and with respect to some of these 
areas thero is also an element of political controversy which has mado 

ts in some of these arcas unattractive. 

The third factor is the availability of supplics, commodities, and 
equipment here in this repress fe During a period where demands are 
made upon our own industry for our own purposes to the extent now 
being made under our different programs, it would be illusory for us 
to promise large programs which require commodities and supplics 
and equipment which we cannot furnish when the time comes. 

. Another factor is the extent to which loans may carry somo of the 
load in this direction, such as loans from the Export-Import Bank or 
the International Bank, or still further assistance from other sources: 
the United Nations technical assistance pro the plans developed 
by the British Commonwealth in the olombo plan, or private 
activity through sido or through organizations of various sorts 
who are establishing contacts in this part of the world. 

The programs are also related to the possibility of increasing self- 
‘ help and mytual aid in the area. For example, if by association 

between southeast Asia and Japan it were possible for Japan to take 
on ore of the functions which would otherwise fall upon us, it might 
be that we could stimulate that and thereby reduce our own burden 
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.. Alast factor.is tho inter-relationship between military and economic 
[p amethemselyes. In certain cases, the military program, uires 
economic support if the militaty program is to be effective. That is 
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particularly true in the caso of Formosa. In the case of Indochina, 
the great military effort there requires economic support. In another 
situation, the economic program would not be effective unless there 
were a military program to increase the security of law and order in 
the particular countries involved. All of these factors and others 
which will come out in the course of the testimony have gone into 
our assessment of what it would be reasonable for the U.:ited States 
to attempt to undertake in theso countries listed in title III during 
the fiscal year 1952. : 

There are two countries in the area which are not now included for 
either military or economic assistance. One of them is Malaya which 
he accept as a responsibility of the United Kingdom; the other is 

apan. 

Ve believe it is not now required that we como in for economic aid 
or assistance for Japan. The dollar purchases which have been made 
there in connection with the Korean war and the partial pay-as-you-go 
plan on which we are planning to operate in connection with our own 
Armed Forces in Japan have augmented their own remarkable indus- 
trial and commercial recovery so that their position does not require 
this particular kind of grant-aid at this time. 

On the military side, the Department of Defense representative 
may have & comment to make on the prospect for that. 

f I may comment off the record —— 

(Discussion off the record.) 

Mr. Rusx. Mr. Chairman, those are the factors which have gone- 
into the make-up of the program. 

If the committee is willing, I think it might be helpful for Mr. 
Griffin and General Malony to indicate tho factors which have been 
considered specifically with respect to their parts of the p m and 
then if we can get into questions and make any analysis of the partic- 
ular country programs which the committee would wish. 

Mr. Gorvon (presiding). I believe it would be best that Gencral 
Malony and the other gentleman testify. Then we can begin our 
questioning. 

You may proceed. 


STATEMENT OF GEN. H. J. MALONY, DEPARTMENT OF DEFENSE 
REPRESENTATIVE, SOUTHEAST ASIA POLICY COORDINATING 
COMMITTEE 


yaeaas Matoney. I am General Malony of the Department of 
efense. 

Mr. Acheson in his testimony before this committee presented the 
basic reasons for military interests in this area, that is, the tremendous 
population, the resources of the area, and its géographical location 
with respect to communications between the Indian and the Pacific 

ceans. . 

Our specific military objectives in this region may be stated as co- 
operation with the present freo governments of the several! countries 
in the area to assist in assuring that the forces of nationalism aro as- 
sociated with the rest of the free world instead of with Communism, 
and to assist in the development of sufficient military, power where it 
is needéd to maintain internal security and to discourage Communist 
military aggression. 
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Therefore, our general military mission is no different in southeast 
Asia than that in other areas and is to apply a program of preventing 
Communism from gaining the manpower, the resources, the raw ma- 
terials and the creation of tho industrial capacity essential to world 
domination. 

Wo do not believo that military assistance in the provision of end 
items alone or in assisting in tho training of the forces of these countries 
ean by themselves bring about anything like a complete solution to the 
varicd situations which confront these several countrics. 

Mr. Mansriesp. May Linterrupt? Which countries are you refer- 
ring to? 

eneral Matony. I am_ referring to Burma, Thailand, Indo- 
china, Formosa, the Philippines, and Indonesia, 

Mr. Gorpon (presiding). Proceed, General. 

General Marony. Such military assistance must, of course, be ac- 
companied by political development and by economic measures tend- 
ing to restore or to preserve the respective national economics. 

n the absence of euch military assistance, however, these countries 
may meet such military reverses as to prevent the effective applica- 
tion of other measures however necessary they may be. 

With fow exceptions, the governments of these countries are newly 
established as has been pointed out by Mr. Rusk, generally after a 
long period of military struggle or military occupation. 

AAT of Asia, as has been shown, is on the crest of a wave of na- 

.tionalism which supersedes all other aspirations of these countrics 
and which cannot be reversed; and too often have these movements 
been taken over by Communist leadership and Communist propa- 

anda which has had some success in disguising the real threat and 
in convincing Asian feeling that they should first deat with colonialism 
and later with Communism. 

I think I should emphasize that in this arca only are active hostil- 
ities in rr now, combat operations in Korea and Indochina 
and in the Philippines. 

In the caso of Indochina, the timely arrival of military assistance 
items last December was one of the principal factors in the successful 
defense of Tonkin. 

I believe it may be useful, Mr. Chairman, to the committeo for 
me to review very briefly the military situations in the various coun- 
tries and later to elaborate on them if you require any such elaboration. 

I will start with Thailand which is the recent sceno of a disturbance 
in which a portion of the Navy captured and kidnaped the Primo 
Minister. Thailand has the oldest established independent govern- 
ment in southeast area; her friendship with the United States is 
traditional. Many of their influential leaders were educated here in 
the United States. She has furnished troops and somo shipping 
and aircraft to the United Nations forces in Koreas. Her stand with 
the rest of the free world has been stanch. The recent disturbance 
has been promptly and properly handled by the Government and 
so far as can be scen at this time, the Government rests moro secure 
than before. 

(Pointing to map:] Notice that she has a long eastern border 
contiguous with that of Indochina and that causes her to be very 
much concerned with the outcome of the war in Indochina and tho 
success of the French and the associated states forces in action there. 
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Burma over on the other flank and next to India is primarily an 
area of British responsibility, Great Britain maintains a military 
mission there and is in touch with the military situation. The Burmese 
forces have been engaged for some time in clearing the main arteries 
of communication so that lier commerce from the northern part of 
India may move to the seaboard. 

Wo have a rather imposing map here that will show what the 
Burmese Government forces have been doing. 

The areas in blue {indicating map} coming down from Mandalay to 
Rangoon on the cast indicates a road and railroad which parallel the 
river. Those are very important means of communication without 
which—without their being open—of course, no commerce can move 
to port and the principal items of commerce do come from the north 
country, With the exception of rice which is in the southern and low 
areas. 

The Burmess Government forces have had some success in this 
clearing. They are not large forces and have been pretty well strung 
out, as you sec, along those lines of communication. 

Tho areas which Thave shown here in red are arcas which are held 
by the dissidents. Unfortunately, tho oil regions which are west of 
Mandalay and included roughly in the area shown by the brown line 
which drops from north-south, then turns west. Their pipelines are 
still in the hands of the dissidents. 

There are several kinds of dissident troups there. One that is 
threatening is the northern group of Chinese Communists, Communist- 
supported clements. 

(Discussion off the record.) 

Gencral Matony. Burma has not sought United States military 
assistanco in 1952, nor do we have any program therefor or request 
for funds under the 1952 program. 

(Discussion off the record. 

General Matonxy. IT will pass now to Indonesia. Indonesia is 
altempting to stabilize its recently appointed Government, and to 
restore her internal security which was very badly dislocated with 
the withdrawal of the Dutch. We have provided her with some items 
of constabulary equipment under the 1950 act but otherwise we have 
no program there, nor are we secking any funds for a program there 
in this authorization, except for packing, handling and shipping of 
undelivered items unter fiscal year 1950 appropriations and a small 
training prograns. 

Mr. Rusx. You mean grant program. They are making purchases. 

General Matony. I should have made that clear, that I am referring 
to a grant program. 

Mrs. Botton. They aro purchasing 

Mr. Rusk. Yes. 

Gencral Matony. They are purchasing on a reimbursable basis 
certain items of police equipment. ; 

As Mr. Rusk has indicated, wo regard Malaya primarily as a British 
responsibility. Tho Government forces in Malaya have been engaged 
for some time in a struggle to put down the guerrilla units which are 
sapping local production and threatening internal security. We con- 
sider that the British are woll able to meet the requirements there and 
we have no aid program, grant-ald program, for this area. 
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. Mr. Vorys. Before you pass up Indonesia, tell us about Borneo. 
As I understand it, the north part, Sarawak, is still firmly British 
and tho lower part is still in dispute as to whether it is Dutch or 
Indonesian. Is that the situation in Borneo? ‘ 

Mr. Rusx. British North Borneo is still British. The rest of Borneo, 
that part formerly Dutch, is Indonesia. Tho area in dispute is 
western New Guinea, which did not pass to Indonesia automatically 
with the szrecments on the transfer of sovereignty. 

Mr. Voxyvs. Borneo is in with Indoncsia? 

Mr. Rusk. Partly in Indonesia. 

Mr. Mansrietp. Do you mean to say both Sarawak and North 
Borneo sre independent of Indonesia, still in British control? . 

Mr. Rusk. Still a British colony. 

Mr. MAnsr¥IELD. The argument between the Dutch and the Indo- 
nesians has to do with that portion of New Guinea? 

Mr. Rusk. That is correct; sir. 

General Matony. Formosa: at the present time the forces of 
Chiang Kai-shek are to be provided with sufficient equipment to be 
able, in conjunction with the United States Seventh Ficet, to repel 
successfully any attack which may be developed from the Chinese 
mainland. Her economy is being strained, of course, by the super- 
imposition of the National forces of Chiang Kai-shek upon the popula- 
tion of Formosa. The Seventh Fleet has a mission of interposing in 
the event of a Communist Chinese attack on the mainland. 

The Philippines by reason of the long United States occupation and 
our national policy to guarantee their defense from external 
sion, bear a special relation to the United States. The armed forces 
of the Phili pines are presently engaged in anti-Communist war 
against the Hukbalahap Party, the success of which will permit the 
application of other measures to restore and maintain her internal 
security. 

I am sure you are all familiar with India and the Pakistan situation 
where they are involved principally in the settlement of problems 
which developed as a result of the partitioning of India. 

Mr. ManasFietp. General, will you give the committee some idea 
as to just how much the Huks outnumber the Filipinos? 

General Matony. I will be glad to do that. May I come back 
after I have completed this general thumbnail sketch? 

Is that satisfactory to you, sir? ; 

Mr. Gorpon (presiding). All right, sir. ° 

General Matony. The Kashmir problem still remains unsettled 
and is potentially dangerous. ae 

Indochina has been engaged with the Communist-led Viet Minh 
since December 1946. For the most part, the fighting has been local- 
ized in North Tonkin. At first the Viet Minh were poorly organized. 
They fought a guerrilla war, They quickly sought and maintained 
Communist assistance in equipment and training and the provision of 


itary advisers. 
, In October last, the newly trained Viet Minh, fresh from training 
in the Chinese bases and using modern tactical formations and equip- 
ment with modern arms, captured two of the principal forts along the 
northeast frontier. These forta had been guarding the classic gate- 
way of invasion to southeast Asia and so the road to Thailand and 
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Burma and India was thrown wide open. This presented a very real 
crisis indeed. 

In addition to the loss of these important pens and the Tonkin 
frontier, French strength was likewise hard hit; they lost the greater 
part of five battalions of French troops. Genera) Carpentier was 
relieved and his replacement arrived at a time when it seemed doubtful 
that the French would be able to resist successfully another attack 
against North Tonkin. 

In December, Mr. Pleven, accompanied by a fairly large staff 
came to this country and sought help in expediting the delivery of 
end items on the program and in expanding it. In the meantime, the 
Department of Defense acting with the Department of State had set 
up a military-assistance group under Genera! Brink in Saigon and 
Brink immediately sought equipment and assistance from our head- 
quarters in Tokyo. He was after such bread-and-butter items as 
barbed wire, napalm, ammunition, and from us he wanted more and 
faster deliveries of aircraft. 

With the arrival of General de Lattre, who has replaced General 
Carpentier, the French troops responded quickly to the energetic 
measures which he proceeded to take and they became full of fight 
where their morale had prior to that time been considerably lowered. 

By reason of the visit of Mr. Pleven here and the steps taken b 
all the departments to get the equipment which Pleven’s staff consid- 
ered to be the most. necessary for the defense of Tonkin, we shipped 
out under forced draft, so to speak, & great deal of equipment and a 
lot of it was air, 

On January 6, then, the Viet Minh struck again in force at the 
perimeter of the North Hanoi Delta to which the French had been 
confined after their catastrophic defeat in October. United States 
material was beginning to arrive in quantity and a lot of it was rushed 
from docks in the Haiphong area immediately up to combat. The 
Viet Minh were thrown back in this attack with heavy losses. 

Last April the Viet Minh again attacked, this time along the river 
Day in the south aide of the salient and again they were repulsed. 

More recently now the fighting has spread to Annam and down 
south to Cochin China, and present indications are that we may have 
a period of calm here for awhile. I will tell you the present disposition 
but I would like to keep it off the record if I may. 

(Discussion off the record.) 

General Matony. The French have borne the cost of this effort 
in Indochina, of course, and these figures are some measure of what it 
has cost them. You may gather from these figures ansiounced on 
May 9, before tho operation of the Key River, so they are well below 
the full and actual figures. They are from December 1946 to the 
first of 1951. Tho total losses among the French colonial troops have 
been announced as 28,927. The French troops themselves included 
in that figure amounted to 10,000. The actual figure was 9,925. Then 
in this fighting they have lost 2,608 noncommissioned officers and the 
officer losses were greater than all their military schools together 
turned out for the last year. 

The cost of the war to the French to ‘date has been about 750 
billion francs which is $2,142,000,000. 

I have a remark or two on the program itself. This program on the 
military side rests. of course, on the proposition that the interests of 
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the United States are best served in assisting these independent nations 
of Asia to resist the enlargement of the vast Asian arcas already under 
the Communist domination. 

In extending military assistance to enable certain of these countries 
to stand firm as to their internal security and in turn resist Communist 
aggression and to increase the flow of the products of these regions 
which are necessary for us in both war and peace, to the friendly 
nations and correspondingly to deny them to the Communists. 

I can give eeu an analysis of what we regard as tho present inten- 
tions of the Communists in this area. They have made clear both 
by their actions and their propaganda that their intent is to bring 

orea Within the Communist orbit, to obtain Formosa, to bring about 
an all-Communist Indochina by armed actions, and to foment sub- 
version in the other countries of the area and in the long run to con- 
trol the Southeast Asian area. 

So within the world-wide responsibililics which the United States 
has to shoulder and within tho limitations of its resources, our military 
program undertakes to provide needed assistance so that the recipient 
countries may be given a chance so far as it is possible to do so by 
material means to establish and preserve their internal security and 
within certain limits to resist external aggression. 

In submitting these programs, the United States has pre essively 
moved toward creation and maintenance of end items for forces de- 
termined by the Joint Chiefs of Staff as adequate to meet the situation 
within the capacity of the respective countries to employ profitably 
and to remain effective. 

We have considered the impact of this program upon the equipment 
of our own Armed Forces ahd we are seeking no funds which cannot be 
obligated constructively. 

That is all I have, Mr. Chairman. 

Mr. Gorpon (presiding). Mr. Griffin, have you anything further? 


STATEMENT OF R. ALLEN GRIFFIN, DIRECTOR, FAR EAST PRO- 
GRAM DIVISION, ECONOMIC COOPERATION ADMINISTRATION 


Mr. Grirrin. Mr. Chairman, some of the economic ground has 
been covered, particularly by Mr. Rusk, and I want-also to limit my 
remarks to the area with which I am familiar, which would exclude 

‘Korea for which ECA does not expect to have an obligation hence- 
forth. I will also exclude south Asia—that is, Pakistan and India— 
although I wish to state that ECA was consulted during the formation 
of the nrograms for those countries by the State Department and most 
hesitily concurs in the proposals that are being made. 

I would like to make a few broad remarks to start with. One is the 
fact that in all of these countries of southeast Asia, including the 
Philippines and even Formosa, the average man is worse off today 
than he was before the war. That even applies to some extent in 
Thailand where the minimum of damage and disruption was caused. 
- There was not one of those countries that was not devastated 
during the war, as all were occupied by the Japanese. The Philippines 
weceived the major impact of that devastation and Burma was 4 very 

ose second. ‘ 


THE MUTUAL SECURITY PROGRAM 901 


There has been great devastation in Indochina but that has been 
caused by the current civil war, very little of that having occurred 
during the World War. 

I might also remark that during this entire period, until quite 
recently, nothing could be done for replacement of plant or anything 
to make up for the normal deterioration of plant. Also, there are 
only two of those countries in which people may normally go about 
the countryside without apprehension and fear. Those countries are 
Formosa and Thailand, although even in Thailand there is some 
dacoitism that takes place from time to time. 

Formosa is the one country where you can go, on foot or on horse- 
back, in perfect safety day or night. There is not a single guerrilla 
band operating in that country. 

All of those countries that had colonial masters, such as in Formosa 
the Japanese, in Indonesia the Dutch, in Burma the British, lost. most 
or practically all of the technical and expert personnel that had been 
more or less in charge of their administration and their economies. 
In Formosa, it was practically a clean sweep. In Burma it was 
practically a clean sweep of the British. In Indonesia there has been 
& constant exodus of the Dutch, with only a comparatively small 
number in relation to the previous large numbers that had been there 
remaining and useful to the Indonesian Government. : 

1 think there is no part of the world where in general the effect of 
war, deterioration and devastation and of loss of people of experience, 
has had a greater impact than in this area that we are endeavoring to 
assist. 

Our missions there are in threo different stages—although Asia 
presents so many special problems in each country that I would say 
we aro in somewhat of a different lege in every country. Of course, 
Formosa is one country in which we have gathered experience. The 
Formosa mission resulted from our China-aid program and was an 
extension and continuation of it. Therefore, it has really been in 
operation from the time we began to enlarge it in the spring of 1949. 
Prior to then, the major activity, of course, was on the mainland of 
China. A great deal of experience has been gathered there in the 
approach to the problem of the rural people. You are all familiar 
with the work of the Joint Commission on Rural Reconstruction which 
has been a model of western activity among oriental peoples. 

The countries of southeast Asia have programs that. resulted from 
a determination by the President to extend aid to them last spring. 
In the area of China section of the Foreign Economic Assistance Act 
of June, 1950, the southeast Asian countries were in line fot aid pro- 
grams, and missions have been constituted in those countries and are 
still in some categovieg being manned with the personnel required to 
operate them. : 

The Philippine program is entirely new. It originated by the 
President’s determination, after Mr. Daniel Bell conducted his econ- 
omic-survey mission there, to extend aid, provided the Government of 
the Philippines would undertake certain measures of self-help as an 
indication of readiness to accept aid. : 

That resulted in the Foster-Quirino agreement whereby President 
Quirino obligated himself to have certain legislation passed if ible 
by the Philippine Congress. Their Congress rose to the occasion, the 
legislation was passed in the spring of this year, and the initial phase 
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of the program got under way out of funds which were made available 
in January when the 3-percent transfer of ERP funds to the general 
arca of China was authorized by Congress. 

So we are in theso various stages and we have different results, of 
course, to report, I think part of what I havo said already speaks for 
the results in Formosa. In a most difficult situation there cconomic- 
ally, it has been possible to maintain a comparatively stable economy 
and provide a satisfactory enough life to the peasants so that they have 
not been 8 threat to tho internal security of the island. 

In tho Philippines, strange to say, although our program can be 
hardly said to be launched, the anticipation of the program, the fact 
that the Americans were again to do something extensively to help 
them—extensively in a moral way more even than in a physical way— 
seems to have resulted in a new breath of spiritin the country. It even 
affected the black-market rate of the peso which, I believe, at the 
present time is 2.3 pesos where only a few months ago it had been 
over 3 pesos to the dollar. 

Now, our approach to the problems we have to face in southeast 
Asia is one that is generally the same in the southeast Asian countries. 
It is quite different in Formosa. In Formosa, as you realize, we are 
running an extremely large program for a small country. It has 
technical-assistance features, that is true, and a great deal of that 
technical assistance has been rendered by the Joint Commission on 
Rural Reconstruction. But it also has today our largest capital im- 
provement program in the hopes that we will make that island self- 
supporting. 

t also has a very extensive program in consumers’ goods and 
industrial raw materials arid fertilizer—goods essential for the mainte- 
nance of supply in the island. This is necessary for several reasons: 
First, because the Chinese Nationalist Government lacks the foreign 
exchange and the reserves to maintain what is necessary in the way of 
importation in an island that cannot support itself and also support 
8 military force of over half a million people on the payroll; second, 
to prevent inflationary disaster. . 

While the situation is in many respects comparable to the situa- 
tion in Greece, which has a somewhat similar population but, of course, 
was supporting a war, Formosa nevertheless has to support a National- 
ist Government on top of its provincial government and an army, 
navy, air force and civilian war workers of approximately 600,000 
people, as against the support that Greece has had to give to an 
army of approximately 150,000. 

Therefore, we have endeavored last year, that is, in fiscal 1951, 
and this year in fiscal 1952, to increase our capital-investment pro- 
gram, 60 to speak, in Formosa, with the hope that increasing self- 
sufficiency will result. 

In. the other countries of southeast Asia our programs are based 
essontially on endeavoring to strengthen those governments in an 
administrative sense, to bring about some impact on government and 
on people that particularly will increase the loyalty of the peoples to 
their governments and their support of their governments, and to 
break certain economic bottlenecks.  - ; . 
“Those bottlenecks exist to a greater or lesser degree within each 
of the countries. In tackling the job of breaking those bottlenecks 
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wo emphasize the principle of jointness, which is the way we go at 
all the problems we seek to solve throughout that part of the world. 

I can only state when we first entered Burma it was difficult for 
the Burmese to believe that our approach did not veil something that 
might he unsatisfactory to them. They were filled with the fear 
that a-new ‘ype of colonialism might succeed the old type they had 
thrown out. They were oxtremely suspicious of us. 

Our first approach in trying to break down that suspicion was the 
joint method of programing. The fact was wo had nothing to hide. 

Ve entertained with them the prospect of jointly preparing ideas for 
aid within the limited means we expected to have available. This 
principle of jointness we have followed throughout. 

In it also we have further explored and have come to realize ve 
realistically the weaknesses that thoso governments have—the lac 
of teclinical assistance; the lack of bureaucracies that are trained in 
their work. It is quite a different matter to approach a European 
country on the basis of evolving a program and have experts produce 


for you 9 very well thought-out program, with all the blueprints in . 


shape, and all the plans and statistics prepared. There is no such thing 
in southeast Asia. 

The most competent bureaucracies are in Formosa and Thailand. 
In the other countries they are new; they are partial, and they are 
inexperienced. Many times you feel that a government minister 
probably has not a deputy who is adequate to backstop him in his 
work. This has meant that in evolving our program we have had to 
work with them right from the beginning. 

In one of these countries I was present in the STEM office last fall 
when the Secretary General of the Planning Ministry camo in. He 
was somewhat embarrassed, but at least he was frank. He stated it 
was impossible for his office to make out the proposals on the forms 
that we had submitted. Ho made the request to the mission chief 
that we furnish out of our own personnel the people to go to their 
offices and work with them on ideas that had generally been accepted 
and screened by them, and again screened by us, in order that tho 
formal proposals might be sent out on the blanks provided in those 
pieces of paper we had. 

We did that. Otherwise, that government would have been 
probably unable to submit a proposal to us. 

In those countries the process of working out proposals for us has 
sometimes caused a great deal of delay due to inadequacies in their 
bureaucracies. The process is somewhat as follows: The Government 
sets up an administrative piece of machinery—a committee of some 
sort, like the Burma Economic Aid Committee—that will handle the 
a plications from the ministries for aid programs. Meanwhile in 
those ministries, the Ministry of Health, for instance, and Ministry 
of Agriculture, and the Ministry of Industry and Commerce, our own 
STEM staff members will have had conversations and will have 
already given them a preliminary idea of the scope within which they 
must remain and the sorts of things that would in all probability be 
the most appealing. . . 

In short, we do not like to have them think at an early time, and 
then be turned down later, that we would be interested in helping them 
to erect plants for the extraction of fissionable materials, or to build 
- eyclotrons, as was wanted in one instance. 
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This preliminary work was done, and these ministries submitted 
their proposals to the committee that was formed for screening. Our 
STEM’s work very closely with that committee, so that at the time 
the screening is accomplished by the committee the probe bits is 
that they will not be submitting to us projects we would turn down. 
We feel strongly that it is not desirable to permit, through a lack of 
interchange of intelligence between us, any ideas that would encourage 
them, or lead them in a mistaken way to submit proposals that were 
certainly doomed to be turned down. 

So those proposals reach this committee, and the committee 
screens them, and those screened proposals go to our STEM for 
reconsideration and thorough study, preparatory to justifying the 
proposals to ECA in Washington. These proposals then come to 
our office here, and again they are screened as to practicality, and as 
to the justifications offered by the STEM’s, and as to the materials 
that are required for the program—in short, everything possible in a 
positive way to promote the program. Where we find negative 
reasons that have to be considered where it might be impossible to 
see that request through, then we engage in correspondence, usually 
by cable, with the STEM, to endeavor to pet an adjustment made in 
pe proposal], so that in general it can go through in some satisfactory 
shape. 

So this principle of jointness goes all the way through in our 
operations with those governments. Similarly, after projects are 
accepted it is not our purpose to have scores of Americans going out 
in the public health field, ae i the field work for the governments 
that are the recipients. . On the contrary, while the people wo send 
out there must be peoplé who will work in their shirt’sleeves—we do 
not want advisers, and those governments, by and large, dlo not want 
advisers: they want workers on our part, and we have to provide 
workers—nevertheless, the first work our people do is the training of 
the local people who must be the semitechnicians to help carry out 
tho presi: 

Therefore, if we are going into a malaria program in one part of ono 
countey, or if we are going into a program to apply aureomycin to the 
eyes of the people who are suffering from trachoma, there is first a large 
training schedule of the local people, the indigenous peopto who have 
to be our right hands. Our people sally forth with them and actually 
got the work done. This will apply also in the field of agriculture, 
where we feel that our impact—and it is not only a temporary impact 
we are after, but it must have a permanent nature also—in extension 
work is through the training of the native people to carry on the 
extension work and to do it sido by side with us, so that when the 
time comes that American aid is no longor available, this training 
will have been accomplished and this Government will have a going 
machine to carry on the work. 

The idea, of course, in carrying this out, lies in our ape to 
attain the thing we have striven for the most, which we call the villago 
approach. It is one ne to bring aid and gervices to the rural areas 
and be ships that passin the night. Itis another a to build up the 

vernment services. - It is still another, thing to build up a nucleus 
in each village which belongs to the teany. That is our greatest desire 
to accomplish that throughout the villages of southeast Asia, in the 
Philippines, Thailand, Burma, and Indonesia. me 
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The difficulty in the approach to mainland China had been that we 
had never had time to succeed. There had not been a JCRR early 
enough to do the village work among the Chinese on tho scale. that 
would have been necessary. Whatever had been done by missionary 
roups and by various private groups, and an occasional job by 
NERA, and a fow of the little Rings done by ECA, was piecemeal, 
and only organized on a very minor scale. 

it is our hope that by this village approach we will not only form 
in cach locality the nucleus to continue the program, but in addition 
to that will give them a sense of belonging to something which is 
worth while. 

Incidentally, that would mean in most Asiatic localities perhaps 
the first specific instance known in that locality of what we call civic 
spirit, and what is really unknown among Asians. ; 

I want to mention, too, at this time the importance of counterpart 
itself in that part of the world, and how much those countries are 
doing about counterpart. 

Here again it was a different proposition in many respects than in 
Europe, where we had broad supply programs that immediately fur- 
nished counterpart through sales proceeds. Actually, in short, the 
counterpart of the American dollar was raised by the rapid sale through 
commercial channels of the products which were imported from this 
country, and those sales proceeds accrued to the recipient government, 
to be used on projects and in various ways, according to agreement 
between that government and our missions in the field. 

In Asia, or a number of countries of Asia at any rate, there is 
comparatively little in the way of sales proceeds in our programs. 
Of course, that is not so in the case of Formosa, in which there is a 
tremendous sales proceeds program, due to reasons I have already 

iven to you, to maintain essential supplies and also to prevent an 
inflationary condition from again sweeping the Chinese off their fect. 

In that connection I will say also that practically 50 percent of our 
program in Indochina is sales procecds, because it would be impossible 
to get from the governments of the associated states the wherewithal] 
otherwise to handle the programs we are operating. In short, 
Indochina isrunning up against a very scriousdelicit. Ithas only been 
given very recently the authority to levy and collect taxes. It has a 
military establishment to support. It would be impossible for it to 
furnish counterpart on the basis of commensurate vatue. 

In the Philippines also we have a considerable sales proceeds pro- 
gram. In Burma we have 4 very small sales proceeds program. 

Generally speaking, in Thailand and Indonesia we do not have a 
sales proceeds program; but in Indonesia we have the sales proceeds 
of the previous program that was handied through the Duteh, when 
the Dutch were operating there, to live upon. Therefore, in these 
other countries, the Governments must through tax resources and 
other budget resources to a great extent finance the local currency 
costs. Local currency costs are borne more heavily in that respect 
in this part of the world by some of those countries than they have 
been anywhere that ECA has operated before. 

Incidentally, also, no programs there could succeed without a very 
extensive use of counterpart. Actually, what we need in the field 
there is local currency. We need local currency more than dollars, 
in @ way. . 
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We have asked in this legislation also that Congress make it possible, 
when in the judgment of the Administrator it is advisable, for dollars 
to be directly used to acquire local currency. I hope very much that 
it can be done. 
. _ If there were any period of interruption of commerce when our 

deliveries were retarded for awhile, and we could not have on hand, 
coming into tho pipeline, the equipment and supplies we had ordered, 
wo would like the privilege to have our programs continued by using 
dollars directly, if necessary, or as advances to those governments 
to bo repaid later as our equipment comes in, in order that our program 
should not in any respect be retarded. 

The results of our programs are as yet difficult to measure in 
southeast Asia countries. I mentioned tho results, which you aro 
well aware of, in Formosa, and an anticipation by the Filipinos of 
desirable results. But when it comes to Burma, Thailand, Indonesia, 
and Indochina, we can state certain things that ure being done that 
wo think are good and will bo better, but it is yet too carly to say 
the extent to which we have strengthened those governments, because 
we cannot put our finger on anything exact enough to boast about. 
We do believe that they are immensely encouraged by our presence. 
We think that thoir reaction to the thought, “Well, next month more 
technical assistance will come in, and the following month more will 
come in,’”’ does encourage them as they meet, or try to meet, some of 
the problems that are really. piling up over their heads. 

owever, to give you an exact fist of accomplishments we can 
point to and say, ‘Theso have made conditions materially better in 
these countries,” would be impossible for us to do at this time, frankly. 
We hope that by the continuation of these programs throughout 
anothor year, when we next como before this body; we will be able to 
ive the sort of evidence that makes you feel that the programs are 
ighly justified in point of results already attained. 
@ are convinced that our work is essential to that part of the world. 
We are convinced also that given ood men—and we try hard to get 
good men—and given a pipeline which is kept reasonably well filled— 
and we have at Jast gotten it reasonably well filled—that we can doa 
great deal in those countries not merely to halt communism but to 
give them forward-looking hopes, to help them present themselves as 
the great assets to the world that they are. 
en one speculates on what that part. of the world means to the 
entire world and how important it is to keep the balance of power in 
the world situation, I think that our program, modest though it is, 
Sa fod ite justification in probable results that can be in our opinion 
attained. ; 
hairman Ricwarps. I think the best way to proceed would be 
under the &-minute rule first. The members will direct their questions 
to he members of the team, who will cover what they are inquiring 
about. 

Mr. Chiperfleld. ; 

Mr. Cutrerrietp. Mr. Secretary, when we considered the programs 
- in the Near East and independent Africa, each member of the com- 
initteo was given a summary of those Drogas by country and object, 
and also certain detailed proposals. Do you have a similar breakdown 
for the members of the committee? 
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Mr. Rusx. Wo have a breakdown, Mr. Chiperfield. 

Mr. CuiperFinip. It is in this book here—in the Near East. 

Mr. Grirrin. We submitted to the steff a number of copies of the 
fiscal 1951 and fiscal 1952 programs. 

Mr. CuiPERFIELD. It is not so much that we can absorb the details 
and all that, but we want to know what you have. 

_ Mr. Rusx. We are very anxious to get that information to you, 
sir. 

Chairman Ricuwanrps. You want the 1952 program in the record, if 
it is not already in there. 

Mr. Cuiperrityp. All we have so far is just the totals. 

Mr. Grirrin. For instance, hero is a fiscal 1952 breakdown by gen- 
eral projects. The first page is ‘All Southeast Asia” and then 
country by country follows. 

Mr. Ssirn. Will that go in the record? 

Chairman Ricrarps. Is that what you are asking about? 

Mr. CuiperFietp. Yes. I want to get the breakdown so that we 
will know tho nature of the programs. 

Chairman Ricuarps. You have no objection to placing this in the 
record; have you? 

Mr. Grirrin. We have none. This was marked “Restricted” only 
to keep it in that form until it is submitted to this committee. 

Chairman Ricuarps. Without objection, this program copy will 
be placed in the record. 

Mr. Grirrix. There are minor revisions we will have to give you. 

Chairman Ricnaros. Please do that before you give it to us. 

(The documents referred to are as follows:) 


Fiscau Year 1951 Proarak 


All southeast Astan countries: Summary table—Estimated dollar cost of program 
y country and major cost components 


(Dollar costs, In thousands) 


1 Experts sent to country. Cost shown represents actus] dollar obligations. 

§ Persons ht from country for training. Cost shown represents actual dollar obligations. 
Net dasis. Exclades funds released Lad pasion year’s obligations. 
States 


4 Tnectodes total coat of contract with Uni engineering firm. 
§ Includes $34,000 MDA P fands used for salaries and other dollar expenses of initial groap of technicians 


health : 
Ga ree for an estimated 275 persons and covers additiona) serries rendered under engineering con- 
' Provides for 73 persons. 
6 oplenes ander an agreement between ECA and the Federal] Security Agency (U. 8. Public Health 
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Tasie 1.—Formosa: Estimated dollar cost of program by major project category 


[Dollar costs, in thousands) 
Cost of services 
Tota) dot pie an ee 
Major project category lar cost | and equip- 
inne) en Se Na ee, TN 
1, Emerpeney reel 52. e.sse.5 Seis essen stan sca dete hese eccsicesstes sen ed cicst whee nsec pcvesecaeees 
2. Public health. .........2.0.--------0--0- 68 
3. Agiiculture, forestry, fisheries . ........ 334 
4. rans sition, power, other public on 
8 Handicaftand manufacturing, mining, | fp 
ictal cartes inpadvay cies tat 
eneral € services S4 f. 
zs Education ........ plea sain devia. a 19 f- 
Pablicy administration. -....-.... 29 {. 
. Maintenance of essential supply ¢ 77, 36 
Total dottar cost of program .....-..- 92,621 Ot, 416 1,205 


§ Experts sent tocountry. Cost shown represents actital dollar obligations. 

# Persons beought from country for training. Cost shown represents actusl dotlar obligations. 

§ Total cost of contract with United Ststes encincering firm 

4 Common-use items plus cequintes for prod iction sad other essonthif efvilis s ipplies. 

: Piovties or oo eeaee estima ited 25 persons and covers ad litionsl service's reviere fa rdorerzine ring contract. 
roy 


TABLE 2.—PaAilippines: Estimated dollar cost of program by major project category 


(Dollar costs, [n thousands) 
Cost of services 
Total dot- | sunpiies 
+f su 
Major project category lar cost and equip: Technical 
men Tots) assistance | Trainees ! 
experts 
1. fot veasetawipeded secs dasscepectsu cosas eee edger set itbececsesss che sedteceseeeieewoaa lees 
2. Bae Gee Ohne Oe Osecoeeeewnencss 596 3% $0 $0 Foescsivecetc 
z Agriculture forestry, fisheries........... 2,772 2,477 245 W468 Pecicrsceen ds 
A Teesports tion, power, other public . 
3. Handicral aft and manufscturing, mining, 
other Industry..............2..2..8 
© General neral engineering advisory services 
8. Puthe siministratioa 2200000020072 
9. Maintenance of essential supply #...... 
Tota) dollar cost of program ........- 15,000 | 13,973 1028 $1,025 }........... 


1 Experts sent to country. Cost shown represents actual dotlar obligations. 

? Persons brought from country for training. Cost shown is gt actual dollar obligations, 
2 Requisites for a production plus other cusnital cs aris suppties. 

4 Provides for 69 persons. 
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Taste 3.—Indochina: Estimated dollar cost of program by major project category 
(Dollar costs, fn thousands] 


Cost of services 


Major project category lar cost. | and equip- 
men 
1. Emergency’ relief neue cen ceneeereenneneere 1,195 1,195 
2. Pubtic health. .... 2.22.22... eee eee §3n720 3, 486 
3A yriculture, forvstry, Asherics.. . 1,619 1, $36 
4. Trans tation, power, other ‘public 
wees ene en ewes mesee see mensneeres R36 4316 
&. Handicraft and manufacturing, mining, 
otber Industry... 20... ee cee fee ee eee eee fec en cen econ spaces cenceseeprcccecessser;esaceecccae 
6. General engineering axis bsory Servicws....]..-........-)...0- 0086 at 
& Publie administration ‘ 3H 
9. Maintenance of essential supply # 11, 605 
Total dolisr cost of program ........ | 21,342 


' Experts sent to country. Cost shown represents actual dollar obligations, 
? Persons brought from coun iy for tralning. Cost shown represents actual dollar obligations. 
$ 


‘Includes $34,000 MDA AP Cu: use] for salaries and other dollar expenses of initial group of technicians 
sent to inaugurate bealth ete lee 

€ Requisites for lus other essential elvilian supplies. 

5 Provides for erSOnS. 


Tari 4.— Burma: Estimated dollar cost of program by major project category 


[Dollar costs, In thousands} 
Cost of services 
Cast of 
Male proket caterory | Tglaldot | metic 
. ment 
1. Emergency relief... 2.0.0... 0020 o cence dee cence een epee ene ce cc ecPeaccceneecatprcesncctsccc)ecccccnanees 
2 Public¢ health... 2.02.00... eens eee n eee 1, 786 1, 486 300 J... eee 
3. Agriculture, forestry, fisheries. .........- 1, 243 1, ts9 


§. Transportation, power, other public 


10,774 9, 298 1,476 


; Experts sent to country. Cost shown represents actual dollar obligations. 
? Persons brought from country for training. Cost shown represents actual dollar obligations. 
3 Total cost of of contract with United States fngineering firm 
* Requtsites for production plus other essential elvilian supplies. 
§ Provides for an estimated 54 persons and covers additional services rendered under enginecring contract. 
¢ Provides for 3 persons. 
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Tape 5.—Indonesia: Estimated dollar coal of program by major project category 
{Dotlar costs, in thousands} 


Cost of services 


' Experts sent to country. Cost sb shown represents actual dollar odligation 
Ts0ns brought from country for training. Cost shown represents ectual dollar obligations. 
: Tae of contract sith, United States en " 


€ Provides for an estimated 99 persons and eariocering dr. services rendered under enzincering contract. 
* Provides for 6 persons. 


Tasie 6.—Thailand: Estimated dollar cost of program by major project category 


{Dollar costs, In thousands] 
Cost of services 
Total dol: | sappies 
Major project category lar cost. | andequi Technical 
. ment Total assistance | Tralnces ! 
experts! 
eh cn ece ce cenaPeeeececsccsabesescace wile ii 
a7 178 43 
wor 114 10 4 
her x» 
ti «. 
Pubic administration. ..........- sees - 
9. Maintenance of essential supply........).........--- a neeweceeensben sess cccenefacesceweneesbeewecenees 7 
Totsl dollar cost of program......... 8, 876 ROK 823 $765 «87 


t : Eiperts sent to coun! Cost shown represents actual dollar obligations. 
Persons brought trom dountry for tratoing. Cost shown represents sctusl dollar obligations. 
Provid persons. 


4 Provides for 14 persons. 
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FiscaL YEAR 1952 Proaramw (ILLUSTRATIVE) 


All southeast Asian countries: Summary table—Estimated dollar cost of program by 
country and major cost components ! 


[Dollar costs, in thousands} 


Cost of services 


175,524 8,676 5 6,166 62,510 


§ Does sick sictaes any portion ry funds that msy be approved for basic materials development (in title I 
a Securi 
oP Erpers sent sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
Pastas es ant lesan éoankey tor t tesining. Cost com a 1 
4 Includes total cost of contract with Uaited States en: poe are 
Ph ares for an estimated 389 persons and covers services rendered ander enginecring con- 


Plo vides for an estimated 502 persons. 


Tasre 1.—Formosa: Estimated dollar cost of program by major project category ! 
[Dollar costs, In thousands} 


Major project category i ae bor 

Lo Emergency reliel ooo. sosc ssc sceccs sec sede es Niche n dati a acest shed ete eecseeeliessseeessce 
Dealth.. 2.2.2... 2 eee eee ee ee 1,120 

3, Agricultare, forestry, fisheries........... 1,00 1,68 


«aren tation, power, otber public 


é. Handicrali and manufsctoring, mining, 
6 one ret. hee 
e services... 
7, Eeducathon 6.50. ccasthcosnaseececes 
& Fubtie administration............. 
Malntenance of essential supply 0. 


Total dollar cost of program ......... 


Does not inchide any portion of funds that may be approved for basic materials development (in title I 
of proposed Mataal Security ct). 
Ete rl to con ary, AS; ia i on uniforra basis of $13,000 per person, allowing for average 


as yea brought from coun training. Cost Sompates on uniform basis of $5,000 per person. 
: Total cost of contract with nied States gasineering frm 
¢ Common-use iteras plus pegaistes tes for prodaction other essential civilian suppties. 
@ Provides for an estickated aes and covers additions! ser vices rendered under engincering contract. 
' Provides for an estimated 110 


7“ 
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TaBLe 2.—Philippixes: Estimated dollar cost of program, by major project category ! 
{Dollar costs, In thousands} 


Cost of services 


Major project category 


1, Emer ececerney se tiet Pacaaesuebees 

= rupee (1 apa neeeepoerere in 
ertoulture, forestry, fishe: 

4. tion, power, other ne 

8, Handkraft and inanufacturing, mining, 
other Industry 


6 
7. 
8 Pu 
—. 


Py Does not rowaean LA ray al at that may be spproved for basic materials development fn title 1 
utual Securi 
Experts nee country, Cost com puted on uniform basis of $12,000 per person, allowing for average 


lapse of 3 mont 
PPersoas brought from countsy fot tralning. Cost computed on uniform basis of $5,000 per person. 
( Requisites for production plus other essential civilian supplies. 
§ Provides for an estimated i ent a aaah a aha a i a 
§ Provides for an eatimated 

TaBie 3.—Indochina: Estimated dollar cost of program by major project category * 


{Dollar costs, in thousands) 


Cost of services 


Major project category Technical 
assistance | Trainces ! 
experts # 
t, Emergency reliel.................0.200.- 96.E ce2tn dens 
3 Kericuttare: forestry, Bsheriee. 22222077 i 0 
ure, forestry, fisheries........... 
4 tion, power, other public 
WOTKB iss scces i eiccs ee wetentieesiccete 72 1s 
& Handicraft and manulscturing, min- 
‘ Qenecal eastncering bdvisey sevies. = id 
¥ SOL wh0lS hon ckscsesss occ l Reese cbesecscsdewsePecckceceecsspeeesedsewews 
7. Educathon... ......-cccceccscsecenecees 144 150 
&. Public admin trathon. 2... 2. cece ene fe we ence ten eebe cece cencne cd cee ccccencccbecnesen ce nccfewesscenswee 
9. Maintenance of essential supply ¢ wcceae-f S490 DBO SIO. cdc eee awa hoe ed ewerees 
Total dollar cost of program. .......- $730 $350 


1 Does not inctude any portion of funds that may de approved for basic materials development {in Title 
lof Motual § Security Act). 
a spe ent eau y Coat computed on uniform basis of $12,000 per person, allowing for average 
mon 


lapse of 
Persons brought from countrys for training. Cost computed on uniform basis of $5,000 per person. 
ics other eeocuital clvlian supplies. san 


iE 
Ne 


ea oad 
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Tare 4.—Burma: Estimated dollar cost of program by major project category * 


[Pollar costs, In thousands] 
Cost of services 
Tota) dol- heat 
Major project category pi cost onyrelice 
ment Total assistance | Trainees! 
expe 
F Emergency reliet nn DSS Senne Be weeecnewes es enn 
2. Public health 2.2.2.2... 0... eee een eee 3,750 3, 327 473 348 rh) 
3. Agriculture, forestry, fisherkes ......... 2, 800 2, $24 26 216 @ 
4. Trans stlon, power, other public 
cack eee tener e ewe nee eet ee nenee 850 2,772 78 “a x” 
& tndicraft and manufacturing, mining, 
Other Industry ......-.2..2.... cee eens 1,200 1 AY rs es Snr 
6. General engineering advisory services... rd 4700 4700 
7. Education ..... 0.20.2. -scc cece eecaneenee 1,400 1,329 7 % 
i Pabhe: administration. .. 2.2.0.2... 2.2 eefee ce ec eee eles ee ee ec cce peace ccccee eben sancceenee . 
9. Malntenance of essentia) supply * - 


Total dollar cost of program......... 14, 300 12,952 1, 3483 3,348 200 


! Does not include any portion of funds that may be approved for basic materials development {in title I 
of proposed Mut tual Security A ct). ; ar e 
5 Experts bs sent to country. rer computed on ualform basis of $12,000 per person, allowing for average 


ips ot 
Fersons brought from country for training. Cost com uted on uniform basis of $5,000 rf person. 
«Total cost of contract with United States engineering Per be 
+ Requisites for production plus other essent civilian suppties. 
§ Provides for an estimated 67 persons and covers additions! scrvices rendered under engineering coatract. 
* Provides for an estlmated 40 persons. 


Tasit 5.—Indcnesia: Estimated doflar cost of program by major project category | 


[Dollar costs, in thousands] 
Cost of serrices 
Tota) dot sippis 
Major project category he cost eis 
ment tT assistance | Trainecs ! 
experts 
1. Emergence feliet en, Sees Senn nSS Senn! (OOOO inner nn nnnan 
i Kinteniaig wma | ASe| RR BP BER 
ure, forest: 
4 Trans tation, poner, otber public 
cece w ee nee eens een esennannees 410 374 % Xt ne 
a Handtera and inanufscturing, mining, 
Industry. ... 22... 2c eee ee eee $00 Ei) 100 60 40 
& General engineering advisory services... as eee 1350 €$8 J... 
7. RROD. eee eee eee eee ee Kt) 28 72 ie 2 eee 
8 Poblic administration .................. 0 2 12 210 
Malntenaroce of exsentlal supply. 22... Je eee ee Pec eee fee cece ce cenfecnneceteserpocesrescence 
Total dollar cost of program......... 8,000 6193 1,809 03,234 6575 


' Does not Include any portion of funds that may be approved for basic materials development (in tith 
lof posed Mutus! Security Act). 
ist tperts sent to country, Cost compated on uniform basis of $12,000 per person, allowing for average 
months, 
TBersons brought from country for training. Cost computed on uniform basis of $5,000 per person. 
# Total cost of contract with United States engineerin 
' Provides for an estimated 75 persons and covers pevtey services rendered tinder engincering rontract. 
4 Provides for an estimated 115 persons. 
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Tass 6,—Thailand: Estimated dollar cost of program by major project category! 
[Dollar costs, in thousands) 


Cost of services 


Major project category 


merge . 
. Pubiie health sco" Bake Ey 
. Agriculture, forestry, fisheriea........... 
T thon, poner, other public 
H 


andicraft and manufacturing, mining, 
other Industry. .........-.......0ceeee 690 
General engineering advisory services... 2b... scence des ce ence nees[eeeo ne necace|ewcncececese 
Eedutathon .... 2... es ccc ece see cseecennee 
Pubife administration. .... 2.2.2... ened eecece cen eeefoesecneanecnbescacccccccclenswccescecefacs wee 
. Malntenance of essential supply. ....... wareceeneees wane cee ecacefecn wees eacelencesccccnnebaauscancnsce 


Total dollar cost of program......... 


ewe 


a 


2 


' Does not tnclude an: fon of fands that may bo 8) ved for basic materials de i 
of proposed Bfutaal Secunty Act), y be appro velopment (in title T 
lapse of 3 ment to country. Cost compated on uniform basis of $12,000 per person, allowing for average 
Persons brought from conntry for training. Cost computed on uniform basis of $5,000 ron. 

«Provides for an estimated 85 persous. 5 pe * 3 of $5,000 per Pe 
§ Provides for an estimated 77 persons. 


Mr. Curpsrrisxip. I would like to ask General Malony a question 

(Discussion off the record.) 

Mr. CuiperriEvp. I understand, sir. 

. (Chairman Ricwarps. Will the gentleman yield before you are fin- 
ishe : 

Mr. Currerrierp, Yes. 

Chairman Ricuarps. General, is it not a fact that the cost of the 
Indochinese operation by the French has just about cost them what 
our military aid has cost that we have furnished to the French today? 

General Matony. That we furnished the French? 

Chairman Ricnarps. Yes. I think you said a few billion dollars. 

General Matony. Yes; close to $2 billion. 

Mr. Cootey. I think it is approximately the same as economic aid 
that has been given France in the ECA program. That is the state- 
ment that has been made in the record from time to time, I believe. 

Chairman Ricwarps. That is, the cost of the Indochina opera- 
tion—— 

Mr. Coozey. To France, has been approximately the same or the 
equivalent to the amount of ECA aid France has received. 

Chairman Ricnarps. Yes; but it did not include the military aid? 

Mr, Coorey. That is my understanding. 

- Mr. Carrerrietp. I have no more questions at this time, Mr. 
Chairman. ; ; 

General Matony. May I make a statement off the record? 

Chairman Ricnarps. Yes. 

(Discussion off the record.) 

sirman Ricuarps. Mr. Carnahan. 
_ Lir. Cannanan. No questions, Mr. Chairman. 

Chairman Ricnarps. Mr. Smith. ' 

Mr. Suita. Mr. Rusk, is. there some danger that if we project our 
military strength in the Pacific, that the Chinese Communists, 


} 
¢ 
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especially, have a very good argument that-we are bent upon conquest 
and the setting up of a sphere of influence of the white man against the 
yellow man? 

Mr. Rusk. I think, Mr. Smith, they will undoubtedly make that 
argument. They have made it persistently in the last 2- or 3-year 

eriod. We believe that that is an argument which we will have to 
ace and refute, because the Chinese Communists are confessedly a 
part of a combination which itself is out to commit aggression, not 
only iri its own immediate neighborhood, but ranging far boyond its 
immediate borders. 

The WFTU plan for the conquest of Asia seems to be stil! upper- 
most in their minds. We have now no doubt they have Japan as a 
target, Korea as a target, and southeast Asia as a target. Wo do 
think that it will be possible to demonstrate to the great masses of the 
people of Asia that we were not the ones that invaded Korea; that we 
were not the ones who embarked on this program of aggression; that 
we are ready to work with the people of the area to maintain their own 
essential peourity, 

It will give the Communists a propaganda point, but it is a point 
which they will use in any event, and we cannot afford to let our 
security suffer for that particular reason. 

Mr. Sairn. I suppose as the matter now stands, when you think 
of China in the hands of the Communists, that therein is tho greatest 
concentration of Communists in the world today. 

Mr. Rusk. That is tho greatest concentration of people under 
Communist control. Yes, sir. 

Mr. Suita. Now, we justify our action there on. the grounds of 
morals. Itisa moral approach. We think it is the right thing to do. 
Actually for those whom we are assisting, taking the people of Thai- 
land, Indochina, and Burma, do they approach the matter on the 
same basis of moral standards that we have, or are we trying to 
impose our set of morals upon that part of Asia? 

Mr. Rusk. I believe that we can come to a common ground with 
most of these peoples and the governments of Asia on the basis of the 
principles written into the Charter of the United Nations. That is 
a short-hand way of saying it. 

I think if we could look at the preamble in articles 1 and 2 of the 
Charter, we would find there a number of broad propositions about 
the kind of world we Eien Wwe were moving toward at the end of 
World War II, which would be entirely agreeable to the people of 
Asia as well as to us, and which would, in fact, represent our basic 
common interests. 

Mr. Suira. Are most of these countries in the United Nations? 

Mr. Rusk. Yes, sir. Afghanistan, Pakistan, India, Burma, Thai- 
land, Indonesia, the pi perg Soap and Formosa are all in the United 
Nations. Tho Associated States of Indochina, Ceylon, and Korea 
are not members of the United Nations, and Japan is not a member 
of the United Nations. 

Mr. Sarru. I have a question for the general. May I have your 
attention, General Malony? 

eneral Matony. Yes, sir. 

Mr. Smita. Would you say that the great drive that is going on 
there now in southeast Asia is one that is designed to get to the great 
natural resources of that area of the world, which are considerable? 


pts magne egal 


yy ‘< : 


AS EE - ’ 
Be eR aap! BE Et el FO oy enters 


oe SE et a, ce 


916 THE MUTUAL SECURITY PROGRAM 


Do you not think that that is the motive of the Communists in China 
especially today? 

General Matony. Of course, that would be one goal, surely. 
For instance, a blow down through Indochina distocating the French 
would be a very short route to the tremendous rice-producing areas 
of Cochin China. Similarly, a blow against Burma would push them 
down into one of the largest rice-producing countries of southeast Asia. 
The same might be said of Thailand. I do not think that would bo 
one of their principal military objectives, but I do think it would be 
a very important objective. 

Mr. Situ. In that whole area there is considerable tin, rubber, 
and oil? 

Genera! Matony. That is right. 

Mr. Suir. .Those are certainly natural resources they need for 
their industrial machine if they are going to continue this military 
expansion progrant. 

General Matony. That is true. 

Mr. Suitx. That is all, Mr. Chairman. 

Mr. Rusx. May I add a statement on that last point? 

Mr. Suitn. Yes. 

Mr. Rusk. Not only is the intrinsic worth of southeast Asia impor- 
tant as a possible target, but also the relation between southeast Asia 
and Japan isimportant. Japan is going to have a difficult problem at 
best in adapting itself to the new conditions in which it finds itself. 

If southeast Asia fails under hostile control it is going to complicate 
the Japanese problem many times over with respect to the area as a 
source of raw materials and as a place for the markets they need. 

Mr. Grirrin. May I add a statement there? 

Chairman Ricwarps. Mr. Griffin. 

Mr. Grirrin. To point up the importance of what Mr. Rusk said 
in 1949 SCAP madc its first barter arrangement with Thailand, an 
that has been continued since. I believe the first barter arrangement 
was for approximately $25 million worth of materials. The second 
was re 1950 for $45 million worth. I think 1951 will be for $60 million 
worth. 

In the case of Burma in 1950 it was, I believe, for around $24 million 
worth of exchange between the two countries, and I believe the Bur- 
mese were able to transfer between $16 and $18 million worth back and 
forth; so already, even on a barter basis, they have come in there in a 
very important way; and we are opening an office in Japan ourselves 
in order to expedite procurement, particularly of materials that might 
be in short supply in this country. 

Mr. Situ. ‘Thank you. 

Chairman Ricnarps. Mr. Burleson. 

Mr. Burueson. Mr. Secretary, a few days ago when Mr. Foster 
was before us we started discussion, without very much time to de- 
velop it, as to the difference in operation of ECA, that is, the so-called 

TEM programs, and point 4. ; 
If I understand it correctly, point 4 is to operate in Afghanistan, 
Pepe) and Ceylon, and the remainder of southeast Asia, that is, 
India, Pum, Thailand, and others, come under ECA. Is that 
correct? ~ 
Mr. Rusx. Thatis correct. The aie principle is that where the 
’ assistance is almost wholly technical assistance in character it would 
! 
, y 
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be suitable for a pont 4 operation. But whero the program requires 
not only technical assistance, but with it very important other types 
of aid, then it is the ECA type of operation. It Pat happens in the 
area for which I am responsible that the plan is that it be entirely 
EOA; that is, from Burma around through the Pacific. That is be- 
cause it would be a combined program of the sort that would require 
not only the furnishing of technicians for technical assistance, but the 
procurement of supplies and things of that sort. We and ECA have 
a very close working arrangement for that particular aspect of the 
matter. 

Mr. Burveson. Are we to understand that the objectives of the 
two programs are materially the same? 

Mr. Rusx. Tho political and security objectives are the same. I 
think there would be differences in the emphasis and obviously some 
difference in the objective on the strictly economic side, because the 
broader programs would be in the form of economic assistance, rather 
than technical assistance. 

Mr. Bureson. Tho objectives of technical assistance—and_ this 
was also mentioned by Mr. Foster—are improvements in agriculture, 
health, transportation, and whatever may be determined necessary. 
That suggests to me a ve ermanent and a continuing program. 
But as I understand it, ECA is a temporary program. Maybe it is 
temporary for 20 years, but I understand it is temporary. 

Mr. Rusx. Well, wo look forward for some period of time to 
accomplishing a substantial program of assistance in southcast Asia 
and that part of the world. I would like to ask Mr. Griffin if he 
would care to comment on that. 

Mr. Burieson. Also comment, Mr. Griffin, on these two programs. 

As I understand it, there is a shortage of technicians. Are these 
two programs going to be combined with one another to secure the 
qualified personnel for these tremendous undertakings which will 
continue on and on for a great peice of time, or will they be com- 
peting for personnel, and so forth, to carry on the samo type work? 

Mr. Cuirerriezp. Will the gentleman yield? 

Mr. Burueson., I yield. 

Mr. Cutperrietp. I want to find out one thing. What do you 
mean by a “STEM” program? 

Mr. Grirrin. I beg your pardon. I am very much at fault for 
not having mentioned it. date 

Mr. Burzeson. Mr. Foster gave us that STEM business up here 
the other day. 

Mr. CuiperrFiEtp. I was not present then. 

Mr. Grirrin. It is one of our alphabetical tags, but it means 
“special technical and economic mission.” In short, from the 
beginning of our programs in southeast Asia there was an emphasis 
on the technical assistance part of it. 

Chairman Ricuarps. You said technical assistance? 

Mr. Grirrin. Yes. 

Mr. Vorys. Special technical. This is not just technical, but 
special technical. 

Mr. Grirrin. A special mission. 

Chairman Ricuarps. It is a kind of shotgun wedding between 
ECA and technical assistanco, is it not? 
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Mr. Gairrin, It might bo considered that, in hat ECA had not in 
Europe embarked on programs in’ which technical assistance--- 
important though it was--was so much the original and central point 
as it necessarily has to be in Asia, Here, as soon as we undertake a 
large agricultural program, in order to improve the production in these 
southeast Asian countries technical assistance is fundamental, For 
instanico, in wii the average production per acre of rico is 3,300 
pounds. In the United States, where we go at it on a broad scalo 
with a lot of equi ment but not as much attention to the details of 
intensiveness of production, we are now up to about 2,300 pounds of 
rice per acre. In the Phihppines they grow a little less than 1,000 

unds of rice por acre. In India it is about the same, In Burma 
it is about 1,200 pounds of rice per acre. In Indonesia and Thailand 
it is about 1,400 pounds per acre. When we go there to improve the 
rico yield by various means the approach is not by bringing in the 
American production methods for rice but by improvement of seed, 
and selection of seed, and the use of fertilizers, nnd improvement of 
water control, and so forth. 

Naturally, technical assistance goes hand in hand with that. We 
send out people from tho beginning who aro technical assistants to 
those countrics. Wo get trainces from them as counterparts who go 
along in that and work with our technical assistants on the ground, 
Wo send for trainees who come to this country to pick up ideas from 
our extension work in this country as to how to tako the extension 
work in rico multiplication, seed, and so forth back to that country. 
Therefore, it is in a sense very much point 4, and the samo applies 
in tho health operations. ,It is point 4, but souped up, I would say, 
by having a great deal of matéricl to work with on the job. In short, 
an awful lot of on-tho-job training is given by the methods we are 
employing in southeast Asia. . 

For instance, in another field, in tho field of medicine, wo have 
secured the sorvices of Washington University of St.. Louis to bo 
aftiliated with tho medical collego in Bangkok. It is not a caso of 
sponsorship. ‘Those countries do not want to be sponsored, but thoy 
aro pleased to havo an affiliation. ‘Mherefore, we mado a contract 
with Washington University whereby thoy havo sent a number of 
doctors and medical people in various phases of medical work and 
hospital work in Bangkok, and they are on the job now. 

They aro operating, and thoy are all peoplo with their sleoves rolled 
up in tho operating rooms and bacteriological work, and so forth. 

We aro now about to take up with the University of Pennsylvania 
the possibility of their becoming affiliated with the University of 
Rangoon. Thoy will conduct—if that is satisfactory to the Burmese, 
and if we can make a suitable contract with the Medical College of tho 
University of Pennsylvania—thoy will move in a team likowiso into 
Rangoon. That is m addition to our public-health activities, which 
go out into tho countryside, among the people, and give technical 
assistance. 

We are training the Ministry of Health in Burma in how to enlarge 
its activities and bo able to administer that. 

Mr. Burnsson. That is another thing, You mentioned health 
and agriculture. Wo have the WHO, tho FAO and other UN agencica; 
thore is point 4, there is ECA, and what else? There must surely bea 
common interest or common denominator in all these. 

? 
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T would not say that all these agencies are working at cross-pur- 
poses, but. it seems to me there would be a competitive proposition 
present in these activities. I do not know in the first place how much 
money we are spending. TL would like to get it all racked up in one 
aack, where we can look at this thing.  T would like to put it up on the 
grease mek and look under it. It seems to me there should be an 
answer to that. 

The Colambo plan is another thing. Tt must be an influence in 
tho picture at some place. 

Mr. Grirers. F dnink Pean explain it. : 

Chairman Ricuanns. Let us pet straightened aut on this. Your 
time fas expired, and Mr. Merrow is coming up next. 

Mr. Merrow. John came in after me, and Mrs. Bolton. 

Chairman Ricnanns, Mrs. Bolton will be next. 

Mrs. Botton. Have these countries alt asked for help? 

Mr. Rusk. Would you describe the procedure by which these various 
commmiltees lave worked, Mr. Griflin. 

Mr. Grirrin. ‘This comes back to tho matter of tho origin of tho 
programs ani of the jointness which was worked out. 

She President decided in tho late winter of 1950 to explore tho 
vossibility of aid programs in southeast Asin. A survey mission with 
instructions to look into the need of point 4 types of technical assist- 
ance and of economic assistance combined was sent out there for that 
purpose. T happened to be asked to tako the mission out. 

Each country had been informed of what the purpose of the mission 
was through tho embassies, and in all wo were received with varyil 
degrees of enthusiasm —a little too much enthusiasm. We explainee 
the purpose of our mission. We held discussions with the governmonts 
and explained to them that a limited amount of this typo of aid would 
be made available if thoy desired it. Thoy had to express their desire 
for it before we could get together at all on possible projects. 

ree Borrow. It was an original offer on our part to bo the gencrous 
one 

Mr. Grirrin, It was an advanco on our part. Yes. What had 
preceded that before I came into tho picture, in tho way of possiblo 
requests, I am really not fully informed on. 

frs. Botton. It would seem to mo that wo could be very thor- 
oughly criticized by our peoplo at home when wo are facing such 
heavy oxpenditures in this country, for going out and soliciting busi- 
ness for our generous gifts. That will be a little hard to sell. 

Mr, Smit. Will the gentlowoman yicld? 

Mrs. Botton. Yes. 

Mr. Sati. I would like to say for the record when wo wero con- 
sidering tho point 4 program I asked specifically whether this was 
going to bo an invitation by the United States to do this for every- 

ody, or whether it would como upon the initiative of the other coun- 
tries. Now, wo learn that this initiative was all on our part, and it 
points up exactly tho point that Mrs. Bolton has mado, 

Mrs. Botton, Do not. misunderstand me, Mr. Griffin. I feel we 
havo a very real job to do in the world which includes giving a hand 
up to underdeveloped countrics. To do this wo must first of all 
insuro an understanding of our purposes. I do not beliove that wo 
havo any right to go out and try to chango tho character of tho people. 
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I do not think that our particular methods are so universally good 
that they would be acceptable to all people and so should be spread 
across the world. The attitude we have that success is measured in 
monoy is not something that other countries should want to take on. 
Certainly it has been a very destructive factor in our own way of life. 

Therefore, though keonly desirous of prouiig the world a better place 
to live in, and knowing how much a general aid program will do to 
offset some of the features of communism, still I am troubled by tho 
fact that we go out and ask for bids, so to speak. Perhaps that is 
putting it crudely and probably more dramatically than it is meant 
to be—but if wo are going to do that wo will have to bo far more secure 
here in America. 

When the point 4 was first thrown out at the world by tho President 
thero was a good deal of discussion in the committee and out as to 
there being any need for it at all. Wo wero already giving technical 
aid. Many folt it a beautiful political gesture and wo saw no necessity 
for these implications of competition. Possibly this is what Mr. 
Burleson was driving at. Here we have tho Veterans’ Administration 
wanting doctors, and so does the Army. The result is competition in 
a field of short supply. I do not want to hold the floor, however, for 
I think Mr. Rusk bas something he wants to say. 

Mr. Rusk. May I comment on that as I do not beliove the 
initiative of the Presidont in discussing point 4 or tho mission under- 
taken by Mr. Griffin, as Mr. Griffin explained, provide a full exptana- 
tion as to the naturo of these requests put to us. 

In these countries other than south Asia—and Mr. McGhee can 
speak for south Asia—we are now in the position of having requests. 
from them, or demands from them, which go considerably beyond 
any program which we have in mind giving them, and in most cases 
you have countries in which wo would stand in an ald relationship, in 
any event. : 

Aid to China gocs-back many years, into tho war period. Korea 
involved an occupation responsibility and an attempt to work out a 
regult there. NE eae 

In the Philippines wo had a special responsibility which went back 
historically for many decades. With tho fighting that occurred in 
Indochina, we were involved with French initiativo in seeking aid in 
that particular instance. ; : 
~ So I think it can be assumed that the recipient countries are anxious 
to get this assistance and aro asking for much more than they are 
getting, and we are not in‘a position of saying we would like to givo 
you some aid, can wo find anyone who is willing to take it? 

I think there are many countries who are very strongly seoking it 
for very important reasons. : 

Chalman Ricnarps. Tho time of the gentlewoman has expired. 

r, Hays. 

Mr. Haye. As I understand it, strictly speaking, the three countries 
mentioned by Mr. Burleson—Afghanistan, Nepal, and Ceylon—are tho 
only three of this group that come administratively under point 4. 
Is that correct? 

Mr. Rusx. That is correct. Yes, sir. 

Mr. Hays. But similar work to point 4 is done in practically all of 

_the other countries mentioned in title TIT? 
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Mr. Rusx. In all of the economic assistance program there will be 
some technical assistance as a part of the program. Yes, sir. 

Mr. Hays, When we get into this problem of tying the program 
together administratively in a little different way perhaps than now, 
what difficulties will we run into? In other words, is the situation so 
different in these three countries from In-lia, for example, that we 
should Icave it as it is? 

Mr. Rusx. I-am not sure I am a suitable representative to go into 
this organizational question from the over-all point of view. I can 
only speak personally and from my own direct relationship to it. 

We have found that the concentration in ECA of all the economic 
activitics and operational programs in the part of the world for which 
I am responsiblo has worked very effectively, It relioves the policy 
sections of the State Department. of the very burdensome day-by-day 
operating matters and management of the program. At the same 
time, it gives us an opportunity to work closely with them on the 
determination of policy. 

Similarly, with tho military programs we have had a4 very satis- 
factory arrangement with the Department of Defense, whereby after 
the policy is established and the nature of the program determined, 
He epartment of Defense is the actual administrative agent in the 

teld. 

It may be that that is more simple for us in these countries that I 
have been working with than it might be in other situations, but 
I must say that wo havo had a very satisfactory relationship with 
both these agencies in this respect. 

: ae Hays. I forget which one of you dealt with the counterpart 
unds. 

Mr. Rusk. Mr. Griffin. 

Mr. Hays. And the disposition of them. Mr. Griffin? 

Mr. Gairrin. Yes, sir. 

Mr. Hays. You say in India, for example, we are building up 
counterpart funds? 

Mr. Grirrin. No, sir. Not in India. It happens that the Gov- 
ernment of India, as a result of the sales of food that will bo made 
because of tho food loan measure that Congress passed, will build up 
a largo fund of sales proceeds, but it will not be a counterpart fund 
in our sense of tho word because they will be able to handle it inde- 


pendently of American advice or consent, because it is a loan program . 


rather than a grant program. 

Mr. Hays. Does the disposition of these counterpart funds vary, 
or to what extent is there uniformity in the handling of them? I am 
not clear on that, Mr. Griffin. oe 

Mr. Grirrin. Thore is not uniformity in their derivation because, 
as I explained, somo are derived one way, and some another. But 
in handling it it is uniform. Yes, sir. ; 

The counterpart fund is the property of the government which 
receives the aid, just as itis in Europe. But tho planning of the use 
of the counterpart fund is a matter of joint planning, and again a 
case where ECA gives its assent, or concurrence, or its participation 
in the yse to which the government will put the. countertext fund. 

Mr, Hays. Do not all of theso working agreonients undér formal 
contracts with the country provide that American assent to disposi- 
tion of funds should be required? 
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Mr. Grirrin. Yes, sir. 

Mr. Hays. And those are more or less uniform, are they not? 
I mean, there is a policy underlying the whole area of southeast 
Asia, is there not? . 

Mr. Grirrin. That is uniform. Yes, sir. 

Mr. Hays. We got into this to some extent in the India food legis- 
lation. Are we gotling proper emphasis upon health do you think? 
This is a point 4 question, more or tess, which deals with social and 
nutritional problems, but that is what I am getting at. Or, are we 
letting tho emphasis upon capital structures, or grandiose schemes, 
preva 

What assurance can we have that health and nutrition are being 
given consideration in these counterpart funds’ uso? 

Mr. Grirrin. Well, sir, in each country where thero is a bilateral 
agreement, which wo have not got yet with India, because we do not 
have an ECA typo of program yet in India—— 

Mr. Hays. I did not understand you, sir. You say we have not? 

Mr. Grirrin. Not in India. Because it is a loan program and is 
based on 8 loan agreement. The loan agreement docs not sct up a 
counterpart fund. But, wherever a grant operation is involved, 
there is a counterpart fund. It is provided for in the bitateral agree- 
ment and the terms under which 1t may be drawn upon, I believe, 
are identical in all of our bilateral agreements. 

Chairman Ricuarps. The gentleman’s’ time has expired. 

Mr. Vorys, I believe we missed you. 

Mr. Vorys. I will wait. I will come at the end of the line. I 
missed my turn. 2 

Chairman Ricuanps. Mr. Merrow is next, I believe. 

Mr. Merrow. The fundamental reason for this program, both 
military apd economic, in this area, of course, is that we feel the 
integrity of these countries is essential to the security of the United 
States. That is the reason, is it not? You said that you could not 
give us evidence of very much progress being made during tho last 
year, In other words, tho ability of these countries to resist encroach- 
ment has not increased then within the past year or the past year 
and a half. Is that right? 

Mr. Gnrirrin. No, sir. I did not say that. I said it is premature, 
though, for us to say that so much has been accomplished in these 
comparatively few months in which we have been launching our pro- 
gram. A great deal has been accomplished in this, that we have 
set up the government machinery in those countries to be able to 
cope with the programs. 

think that is s great deal when you start from scratch, but that 
ia a piece of machinery. It is not the final accomplishment of an 
arrangement in which you can says “Well, there aro so many hun- 
dreds of square miles in which the peasantry have accepted theso 
programs. It has been successful among, them. It has improved 
the production of rice already by so much—maybe | percent, or what- 
ever itis.’ We cannot say because we have not made the record yet. 
We have in Formosa. _ . 

Mr. Merrow. If we spend some $555,000,000 for military assistance 
and .$375,000,000 for economic assistance, do you anticipate that the 
ability to resist in these various countries, providing there is s Com- 
munist assault, would be greatly increased? 
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Mr. Rusx. May I comment on that, because I believe the comment 
which Mr. Griffin made had to do with economic programs in certain 
countries, but it would not apply to the $555,000,000 military-as- 
sistance program, nor to the military programs which havo been in 
effect this past year, because there you do have specific army units 
in the Phi pines army battalions in Indochina, particular military 
operations directly supported in Indochina, and constabulary forces 
in Indonesia. ‘These do reflect a very definite specific progress toward 
the security of the area. 

On the economic side I would like to point out that it would be 
difficult for a responsible government official to say that with a certain 
number of millions of dollars in 1951, that you can register, say, in the 
case of Indonesia, a specific amount of progress, and we could not come 
to you here and say we guarantee you that this has been the result. 
That is difficult to do in the present state of these countries. 

However, in the case of certain countries like the Philippines, you 
can register distinct economic and social progress, even within this 
first year or two of this new type of program. 

I have a letter which has just come to mo yesterday from the 
Governor of the Central Bank of the Philippines. Iam not sure that 
we should put this in the record. I wil) confirm it later, Mr. Chairman, 
as to whether it would be appropriate to put it in the record. 

Chairman Ricuarpbs. Who is the letter from? 

Mr. Rusk. The Governor of the Central Bank of the Philippines. 
He points out that the cash resources of the Philippine Government 
have gono up rapidly. As compared with having only P12 million 
on hand at this timo last year they have P75 million now. He points 
out that the total tax receipts for the first quarter of 1951 are 40 per- 
cent greater than for the corresponding period of 1950. He points 
out that whereas last year the Government owed tho Central Bank of 
the Philippines P44 million for railitary requirements and the Philip- 
pine National Bank about 17 million for treasury warrants, and a loan 
of 22 million had to be secured from the International Monetary 
Fund to psy teachers’ salaries, that today, notwithstanding the pay- 
ment of #7 million on the United States loan, the Government owes 
the Central Bank only P6 million, and all outstanding treasury war- 
rants have been paid, and the payments of teachers’ salaries are up to 
date, and payment on the counterpart funds are being met. 

In other words, there aro specific examples that can be registered 
for the specific progress of this country. It is only on certain ones 
on the economic side that we cannot register that we have advanced 
from milepost 1 to milepost 2 accurately and certainly in such a way 
as to assure you that is the caso this past year. 

Chairman Ricuanps. I think that letter should go in the record. 

Mr. Rusx. We will do our best to get that for you. 

(Tho information requested is as follows:) 

CENTRAL BANK OF THE PHILIPPINES, 
Manila, July 9, 1951. 
Hon Dean Rusk, 
Assistant Secretary of Slate, 
Washington £5, D.C. 

Dear Mr. Rusk: I am taking this opportunity to thank you once again for the 
invaluable assistance you have rendered the Philippine Government last year b 
favorably endorsing its use of the United States funds which were on deposit wil 
the Philippine National Bank. Thanks to this timely action, the Philippine 
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Government was able to weather a critical period and to make necessary adjust- 
ments for solving {ts short-run financial problems. 

After the trying times it endured last year, the Philippine economy began look- 
ing up these last 8 months. There has been a marked improvement during the 
last quarter of 1950 and the first half of 1951. 2 

The international reserves have risen from $250 million In December 1949"to 
$356.7 million in December 1950 to $382.2 million as of June 1951. These es 
in the reserves, the rovement in the trade position and the promise of ECA 
assistance enabled the Central Bank to recommend and the Government to adopt 
an import Pee that was progressively liberalized covering many comomdity 
imports. This pore policy, the new tax measures , the intensification 
of tax collection, the greater control exercised over Government expenditures, 
the price controt and antihoarding measures are the instruments that the Gov- 
ernment has been using in its determined fight against inflation. Because of the 
deteriorating short-run prospects for Philippine exports and the rise of the level 
of commodity imports due to recontrol, a substantial portion of the gains made 
in the international reserves position will probably be lost. However, ifthe decline 
in the internationa] reserves brings with {t.a reduction in the level of consumers’ 
peices and improves the financial setting for vigorous economic development and 

he profitable use of United States ald, we would consider the effort well worth 

the cost. In any event, we are hoping that the decline in the international 
reserves will probably not be such as to compel an immediate reversal of the 
present import poloy: 

The actuations of the Government in the recent past relating to its fiscal 
operations appear to assure that further inflation of the money supply due to 
back financing of budgetary deficits would be held in check. The cash resources 
of the Foiippine Government including the P40 million unexpended halance of 
the United States loan-amounted to ®73.6 million as of June 30, 1951, compared 
to only 12.6 million on the same date last year. “ The total tax receipts for the 
first quarter of 1951 is about {0 percent greater than the total for the corresponding 

riod in 1050. om red to last year when the Government owed the Central 

ank £44 million for budgetary requirements aod the Philippine National Bank 
about 17 million for Treasury:warrants cashed by its branches, when a loan of 
P22 million had to be secured from the International Monetary Fund to pay 
re’ salaries which were in arrears and when a loan of the funds which the 
United States Government on cepoet with the Philippine National Bank 
which amounted to about P70 million had to be arranged In order that pressing 
requirements of the Government, especially of the armed forces, could be met— 
y, notwithstanding the payment of P7 million made recently.on the United 
eve saree the Sore eee atte si Central Bank about sd ee only acy 
udgetary pur , all outstanding Treasury warrants have been , paymen 
of teachers! eal aries is up to date and, so far payments to the counterpart fund 
oh Government account are being fully met. course, with the increase in tax 
receipts, special funds utillzed for budgetary purposes that year, such as the gaso- 
line tax fund, will have to be replaced in order that important public services, 
like .the re fr of roads, may be accomplished. If it were not for the fact that 
funds will have to be provi a for essential public works (uone was provided in 
fiscal year-1951) and fot the ECA counterpart fund, and the further fact that the 
cost of maintaining peace and order fs increasing due to price inflation, F believe 
i aoxerament might be able to meet its financial requirements in fiscal year 
ith the solution of the short-run financial problems of the Government, 
thanks to the timely loan accommodations extended by the United States Govern- 
ment and the International Monetary Fuhd last year, and the apptoval by our 
Congress of a number. of tax measures, this country, with ECA assistance, now 
has the opportunity to pull itself out of long-run fundamental economic difficulties. 
The achievement of this objective should not be difficult with the observance of 
sound monetary and fiscal Poe and continued close cooperation between the 
FAtipyte Goverhinent and the ECA mission in this country. 
With kindest regards, I am 
Bincerely youre, 
M, Cuapexno, Sr., Governor. 


Chejrtran Ricuarps. Go shead, Mr. Merrow. You have another 
minute. 

Mr, Merrow. The Communists have elected to fight in the Far 

East. Ina year or two suppose they elest to move into Indochina 
; ’ 

: / ‘ 
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or some other area. Then it is going to require a great deal more 
expenditure to stop then, is it not? I mean, if they come down into 
Indochina we will be in a full-scale military operation. 

Cees off the record.) 

hairman Ricuarps. Tho gentleman’s time has expired. 

Mr. Zablocki. 

Mr. Zastock:. No questions. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansrieco. I think it ought to be brought out, Mr. Griffin, 
as far as this point 4 progran is concerned, that in the part of tho 
world which you are interested in the average life span is under 30 
years. Those people have for centuries fallen prey to disease and 
pestilence. They are looking for a little bit in the way of security. 
All of that fits in with their new feeling of nationalism or their new 
reality of independence. 

I think the program we have undertaken, as General Malony has 
said, is very important as far as our security in that part of the world 
is concerned. It is only a continuation of what we were doing for 
decades in Latin Awcrica, and I think it is the wost important corner- 
stone in our entire foreign policy over the years. 

Now, General Malony, you mentioned the fact that the casualties 
in Indochina since 1946 or 1947 have been something like 29,000 up to 
May lof this year. You meant to say, did you not, that that casualty 
list amounts to 29,000 dead? 

General Matony. Yes, sir. 

Mr. Mansrietp. And that the total casulty list would probably 
approximate something like 150,000 or more? 

General Matony. Yes. Roughly. 

Mr. Mansrieno. Is it not true, as far as the French Republic is 
concerned, that it would like nothing better than to pull out of French 
Indochina entirely? 

General Matoxy. Well, militarily, yes; politically I think the 
answer would be “No.” 

Am I right, Mr. Rusk? 

Mr. Rusk. Ido not think they want to pull out. I think they 
find this a very grievous burden at the present time. 

Mr. MansFietp. Off the record. 

Discussion off the record.) 
hairman Ricuarps. The time of the gentleman has expired. I 
will come back to you, Mr. Mansfield. 

Mr. Vorys. 

Mr. Vorys. On Formosa you have by far the biggest item for all of 
this area for military. Now, obviously, that is more with what is 
there already, than what is merely enough to protect Formosa, is it 


not 

Genera! Matony. No, sir. I will have to go back a little and tell 
you how we arrived at that figure, if you would like it. Wo sent a 

ard from Tokyo to inspect the defenses of Formosa and the Chinese 
Nationalist Army, and to make up the list of the deficiencies they 
paired to put them in condition to make a succeasful defense of the 
island, with the Seventh Fleet in an interposition mission. On the 
basis of their report, which is minimal, I think we have arrived at the 
items that they were in short supply and which they needed for this 
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protection or this defenso mission only, and it is the sum of tho cost 
of those items that is represented thero. 

Mr. Vorys. Could I seo tho list? 

General Matony. I have a copy of tho report here, I think, or a 
summary of it. 

Mr. Vorys. Whilo you are getting that, I want to como back to 
another question. : 

What is the legislative suthority for ECA administering programs 
in all of these countries, including India? Is that because thoy are 
in the general area of China? 

Mr. Grirrin. I do not know how India could be interpreted, but 
for the other countries it is because they are in the general arca of 

ina. 

Mr. Vorvs. If India is in the general area, then certainly Afghon- 
istan and Nepal are in the samo area. Is it proposed that you are 
going to have an ECA program with bilateral agreements with India? 

Mr. Grirrin. Yes, sir. 

Mr. Vorys. I know in the Indian program you have in this whoto 
business 696 technicians, and I do not know where you are going to 
get that many. However, you have 379 trainees for India which are 
to cost $1,895,000. Section VIT of the India Relicf Act provided for 
the interest on the loan to be payable for, “Studies, instruction, tech- 
nical training and other activitics in the United States for students, 
professors, or other academic perl and technicians.” 

‘Is your proposal here in addition to that? 

Mr. Grirrin. Mr. Vorys, there aro somo gentlemen hero from tho 
Department who are more competent to answer that than I am. 

’ Mr. Burteson. Did you mention tho over-all figure for India in 
6 beginning believe it is $65,000,000. ; 
_ Mr. Vorys. Yes; $65,000,000. And of this, $1,895,000 is for train- 
ing 379 Indians; end not to exceed $5,000,000 of tho interest on 
the debt under the India Aid Act, under section VII (a) is to bo spent 
for what I said, that is, technical training of Indians. 

~Chairman Ricuarps. Just 1 minute, Who is the man you suggest 
should answer that question? 

Mr. Grirrin. Mr. Loftus. 

Mr. Lorrus. I would be glad to give a partial answer to that now, 
or, if the committee preferred, maybe to wait until Mr. McGheo dis- 
cusses the India program tomorrow. : . 

Mr, Vorys. Mr. Chairman, I aa today wo were going to take 
uP ears Hh Asie and the Pacific. e find it is apparently parted in 

6 8. os od : , a i 

_ What is the reason why we cannot have the answers to these ques- 
tions, if not from anybody else, then from the Director of International 
Security and tance. Aifairs, who is supposed to be tho over-all 
coordinator of all of this and, to quote the memorandum approved 
by the President, ‘in such matters will be exercising responsibilities 
for the Government as a whole’’?.. -_ 

“i Who decided that you were going to have a title III that would 
inyolve a split between sections of ECA and the State Department? 
Who decided that? = are ee ” 

:': Mr. Lorrvs. Mr. Chairman, it was stated at the outset Mr. McGhoo 
would be subject to call this afternoon if he was neoded; but, since he 
had not been scheduled to make a presentation on thé committoo’s 
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schedule of your progranis until tomorrow morning, he was not hero. 
Howover, I would be glad to undertake to answer Mir. Vorys’ question 
about the technicians in tho India program. 

Mrs. Bouton. Will tho gentleman yield for a moment on that? 

When was India put into the Near East section of tho Department 
of State? 

Mr. Mansrirup. It has been for years. 

Mr. Ruax. Historically it has been, 

Mrs. Bouton. Always? 

Mr. Rusx. Yes. India. 

Mrs. Bouton. Tho Far East, not the Near East. 

Mr. Rusk. They had the Near East and African Affairs. 

Mrs. Botton. Near East and Africa, but without India tho first 
time. 

Mr. Vorys. I havo a more current question. In view of that, who 
decided to put India in Asia and the Pacific and have it set up so that 
we hava to Jump around between various sets of officials to find out. the 

acts 

Mr Rusk. Mr. Chairman, EF very much regret the inconvenience 
that might be caused by this particular organization of the program. 
T am not myself famitiar with why ¢itle I1D covored the exact range it 
did, although I thought it was because it was for tho convenienco of 
the committee in dealing with strictly tho Middle East and Greck and 
Turkish aspects in title Hf, which had a different legislative background, 
whereas tithe IIL would bo accomplished in a similar legislative back- 
ground derived from the program for the general area of China. 

If any of tho representatives of the Director of International 
Security Atfairs are present, perhaps they could help you. 

Is Mr. Coolidge here? 

Mr. Coonipar. Yes. 

Mr. Rusx. Are you familiar with the background as to why title 
IIT is as it is? 

Mr. Coouipar. It is my understanding because, as you say, it 
was being administered under the general area of China, which covers 
all of the periphery of the Chinese Nation, and, therefore, India. 

Mr. Vonrys. Is there any money being spent in India now under 
the general areca of China formula 

(Discussion off the record.) 

Mr. Cooixy. In answer to that question, if I may say so, thero 
was approximately $4,500,000 spent in connection: with the milo 
program for India a year ago. That is the only general arca of 

hina money that has been spent in India. Tho current India 
money, you know, is under the legislation that becamo law last month. 

Mr. Vorys. Would the milo program produce counterpart? 

Mr. Cootry. No, sir. 

General Mauony. I have the list you asked for. I would like to 
ask that that not bo included in the record. 

Mr. Vorys. I do not want to delay the committec, but I would 
love to satisfy my curiosity about how India gets in this and who it 
was who decided that, Mr. Chairman. ; 

Chairman Riciarps. I will tell you what I will do. Will you 
submit that question? You want to know how India got into this, 
and who decided it that way? 

Mr. Vorys. Yes. 
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Chairman Ricwarps. If nobody here can answer that and nobody 
has authority to answer that, we will get a man who can, and have 
him testify on that before we close these hearings. 

Mr. Vorys. Fine. 

Mr. Rusx. May I also add that Mr. McGhee would be anxious 
to be here. 

4 Chatman Ricnarps. Mr. McGhee would also be. Suppose we 
o that. ‘ 

Mr. Vorys. Fine. 

Mr. Ricwarps. We have a eam here who says he can partly 
answer that question, but he did not make that decision. 

You want to know who made that decision and I do not know if he 
could tell you who made the decision. 

Mr. Lorrus. The decision to put India back in the Asia-Pacific area. 

Chairman Ricuarps. Yes. 

Mr. Lortus. I think that would be better answered by the Inter- 
national Security Division. I know some of the background of that. 

Chairman Ricuarps. Will you give that? 

Mr. Lorrus. I said before I could make a partial answer to Mr. 
Vorys’ question about the India trainees. I think the point there is 
that that interest money does not become available until, I think, the 
first installment is December 31, 1952, and maybe June 30 of the 
following year. I beliove it is June 30 of 1953. This particular 
fiscal-year program [fiscal year 1952] envisages certain particular 
project where it was necessary to develop & good deal of competence 

or the Indian execution of the projects quickly, and more quickly 
than those interest funds proceeds would be available. 

Chairman Ricuanps. It is entirely possible, though, the interest- 
fund proceeds would be in the field of general education anyway, and 
not have to do with 4 particular thing. 

What about that, Mr. Vorya? 

Mr. Vorys. The wording is as broad as the skics, but one would 

learly cover the other. I thought the first interest payment was in 
ecember. Maybo J am wrong. ei 

Chairman RIcHands. The &-minute period has expired now. Go 
ahead, gentlemen, and ask any questions you want to. I was hoping 
we could get t h with these witnesses this afternoon. 

Mrs. Bouton. Mr. Chairman. 
_ Chajrman Ricgarps. Mrs. Bolton will be first. 
__ Mrs. Borton. i teference to what: you said, Mr. Rusk—that 
Ghing hed the largest number of people under the control of the 
’ ropa —JI want to oak you a question. 

: Mr. Huse, nder Coinmunist control. ; 

Ts. BOLTON. How certain are you of the control? That is, the 
ee that is actually there in Sinkiang and in the far reaches of 
hina . A . A 

Me Ruex. I put my answer in that form because the Auestion had 
intimated that the Chinese were the largeat number of Communists. 
f do nat believe the Chinese are Communist to that extent. The 
most you could say was they were under Communist control. 
iq, Mrg.: Boproy, Then you and I are thinking in the same general 
; mas would like to make this point: that these programe a assist- 
ance, of giving people more to eat, is of coursé very vilal. However, 
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‘that is not the only reason why countries go Communist and wh 


cople go Communist. There is a great deal more than that involved. 
mo things that are taking place out in the Near East are of a nature 
which might very well drive some of these people away from the 
West, where they want to be, into a fricndliness with the Communists. 

So, I hope we will not let ourselves be too certain that tho one 
thing we need to do is to give them food and an army. The willing. 
nees to fight in an army has to be there. The desire to stand against 
Communist ideas must be there, and thoso are the things that 1 think 
are of infinite importance. I hopo they will not be forgotten. 

Thank you, Mr. Chairman. 

Chairman Ricuanps. Mr. Mansfield. 

Mr. Mansfirip. I know these witnesses are to be here tomorrow 
orning. As I have to sign some mail and get something to eat 
cfore we return at 7:30, I will leave my questions until tomorrow. 
Chairman Ricwarps. They were schedaled, but we were hoping we 

could finish this afternoon and they would not have to come back 
in the morning because we have some other witnesses. 

If there are any other questions you want to ask these gentlemen, 
1 wish you would ask them this afternoon. 

Mr. Mansrietp. All right. I will not pursue the Indochinese 
question further, but it gocs o goad deal beyond what you told us this 
afternoon, General. I will have to ask that my question and the 
answer be stricken from the record. 

You mentioned sonicthing rbout an Afghanistan-Pakistan dispute. 
T have never heard of it before. Conld you tell us something about 
that particular incident? 

General Matony. Do you want to speak on that, Mr. Rusk? 

Mr. Rusk. There has been considerable controversy between 
Afghanistan and Pakistan over Pushtoonistan in the control of that 
area. I think, as a matter of fact, the committee has probably had a 
briefing from Mfr. McGhee on that. 

Chairman Ricuanps. I want to say, Mr. Mansfield, wo intend to 
have Mr. McGheo back here on tho question to which Mr. Vorys 
wanted an answer. ‘That is in his area. 

Mr, MansFietp. Yes. 

Chairman Ricnarps. I believe Mr. Burleson wanted to follow up 
a question. . 

{r. Burnteson. I did have a gencral question in connection with 
these four or five organizations. 

Chairman Ricwarps. I would like to interpose there. 

Mr. Secretary, why can you not put these activities together? 
I would like to know that. ; 

Mr. Burveson. That is the fundamental question. 

Mr. Rusk. Wo have in mind that the way to put them together 
for a particular countty is in the particular country. It is very hard 
to set up an organization, let us say, back here, that can tie together 
what our military is doing on tho military side, and what we do in 
the matter of economic assistance, and what the United Nations is 
doing for technical assistance, and what the Comttnonwealth people 
are doing in the Colombo plan, and the things the goverriments them- 
selves might do, or what private people or agencies might do, and 
have that coordinated from Washington of 4 world-wide basis. The 
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real place for one to coordinate these activities pertaining to a particu- 
lar country is in the country itself. 

_ One of the best things we can do in the way of technical assistance 
is to help them get competent people to help them lick that particular 
problem. For example, in the case of Indonesia one of the jobs which 
an American engineering company is doing there is giving them advice 
on the very problem of coordinating these activities which arise from 
various sources. So that country program approach, which has con- 
contributions from various sources, is the thing on which we should 
probably concentrate our attention. I do not think we should entirely 
throw that out the window as a4 basic approach because it is by that 
means we get other people helping to carry the burden. That 1s, not 
only other people in terms of other governments and other institutions 
outside this government, but also by which we can best get private 
capital invested and private agency activity in the way of technical 
assistance. . 

It is that country coordination that is the important thing. 

As to how we best ought to sort out our own Job here so that we 83 
& government will act in the most coordinated and effective way is a 
little different from that. I was only commenting that from the 
point of view of the countries for which I had responsibility, that the 
planned approach that the ECA would do the economic work, and the 

epartment of Defense would do the military work, is entirely satis- 
factory from our point of view. 

_Mr. Burtrson. But how about all these other organizations which 
come in? Take the United Nations activities, and the Colombo 
plan, and all-these things which seemingly would have a common 
objective. If thoy aro attempting to accomplish the same thing, 
why can they not be the same? 

. Mr. Rusk. They have the ability certainly to contribute to tho 
common objective. Again take the case of Indonesia. There will 
undoubtedly be an Indonesian Government organization whose job 
it is to arrange for this kind of assistance from our side. Now, that 
cen be advised by Americans who can be of inestimable value to them 
in trying to ascertain what part ought to bo taken by what particular 
outside agency. 

I should like to ask Mr. Griffin to comment on this, but I do not 
see how you could get a United States agency in Washington who 
could tie together such things as the Colombo approach, the United 
Nations approach, and the military, economic, and local contribu- 
tions from these other countries themselves, because it is beyond our 
competence and beyond our responsibility to do so. 

Mr. Grirrin. I would bo very happy to talk on that if the chair- 
man allows. 

Mr. Burveson. Incidentally, Mr. Chairman, an example of prac- 
tical, or rather impractical if true, operation was brought to the 
attention of several members of this committee several months ago 
ith certain individuals, It was brought to our attention that cer- 
tain of our activities, either directly or otherwise, had sent tractors 
into some parts of India and southeast Asia. They were able to 
operate them for a while, but were unable td make repairs or run them 
with any considerable efficiency. oe, | 
” i Now, historically these people have made their living with a wooden 
plow with a point at thé end of it. That is, the more modern wooden 
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low had a little steel point on the end of it. The average man in 

ndia was able to farm 4 acres annually with that plow. Now, with 
a $2 moldboard—a very light affair that you could almost put in 

our pocket—it would increase their ability to farm by five times. 

n other words, they could farm 20 acres. Yet, someone had the idea 
of putting tractors out there. 

Now, if that is true, on things of that sort, if there was one ayenc 
responsible, it’s efficiency could be gaged and definitel datecine!. 
But with soveral agencies operating not only is it difficult to know the 
cost but it is difficult to measure the accomplishment. 

Chairman Ricwarps. I know something about that moldboard 
plow. _Itisa good plow, but are you talking about a straight shovel in 
a moldboard? 

Mr. Burueson. This plow does not go deep enough, to ruin the 
land, about which Mr. Bromfield has warned in his books. It will 
not go that deep. 

Chairman Ricuarps. It will cut the grass, though. 

Mr. Burueson. It will not do what Mr. Louis Bromfield was 
talking about, that is, ruining the land by turning up the subsoil. A 
water buffalo will not be pulling a deep running plow, as might be 
used with tractor power. 

Mr. Grirrin. I believe I can answer the question Mr. Burleson 
brought up. In every country in which we operate, our first job of 
organization really is to begin the development of what we call the 
country program. 

This calls for an analysis of all means that can be employed for 
the development of.the country. It means an analysis of what they 
can do for themselves out of their own foreign exchange earnings; 
what are their potentialities as a borrower of money; to what extent 
could we expect that the International Bank might come in as it has 
in Thailand, and the Export-Import Bank as it has in Indonesia, 
where it will probably do more; who will come into Burma, and to 
what extent. Also, what is the United Nations’ plan in that area? 
Does that country rocne to the Colombo plan, and so forth. 

That is done in the field and has to be done in the field. We con- 
sidered at some length fast fall what sort of coordination to have with 
the United Nations eben which would be a practical thing. We 
decided it would be boondoggling to try to set up a soondinating 
branch of some kind back here, or in New York. 

In other words, the coordination really had to be in the field. We 
can have conversations here but the work must be done there. 

For instance, at the present time the ECA is contributing through 
tho recipient governments to certain United Nations projects in these 
countries that, on the ground, we saw wero good. They could spread 
their services if they got a little more equipment and help. wo 
backed them up instead of duplicating them. 

For instance, in Burma wo are doing livestock disease control 
brow FAO. They had a little group there but they did not have 
enough money to got anywhere. However, they wero good people 
and had the capabilities. So, we proceeded to provide some equip- 
ment and supplies for them so that they could extend their work. 

Woe are also engaged in helping out in the cottage industries in 
Burma through United Nations operations there. 
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In Indochina, in malaria control, we aro helping WHO conduct 
some of its operations. Thero is a lot of room for 8 number of malaria 
control measures in Indochina. We wish thore were more agencies 
there to take over more arcas of the country. 

In Thailand we have numerous projects with the FAO, and with 
the International Bank we are in the port dovelopment business. We 
took on ono patt. Wo secured a dredge which, together with the 
dredgo they own, is’going to open up the port and opbn up the mouth 
of the river to permit ships of 10,000 tons to proceed up the river. 
Tho International Bank is loaning the money for the developmont of 
the intorior port and tho rail facilities going to the interior port. 

In addition, we aro helping UNESCO with somo of its work in 
Thailand. 

In Indonesia UNICEF is doing tuberculosis control work. We are 

ascisting UNICEF in that work. 
_ Another matter which we wanted very much to seo 4 start made in 
in Indonesia and Burma right from the beginning, and yct wo felt it 
should not be done under our flag, was a school for administrative 
training. That would havo to run as a night school so that the young 
bureaucrats in their porerment could go there at night and learn 
how to get things off their desks, so to speak, and mako decisions, 
and how administration should bo sect up in the offices thoro. Also, 
it would give them courses in economics. 

Mr. Sumitro, who until recently was Minister of Trade and In- 
dustry, was spending 3 nights a week himself, personally, conducting 
night classes for young men in hig Ministry, in just the most ordinar 
economics, in order to get them started. It was a burden he himself 
could not carry, but he had to doit. So we set out and were a number 
of months trying to get the right United Nations agency that would 
be willing to do this. ; 

Tho reason for that was euesptes We felt if wo undertook, as an 
American agency, to set up such a school—in tho very naturo of the 
work that is done, there is a considerable degree of criticism of how 
ehings aro being done. We did not want it said “Here is another 
bunch of people acting just like the Dutch acted before: telling us what 
to do and how to do it.” Whereas, if that is dono under United 
Nations auspices, oven though most of the faculty was American, it 
would be an altogether different picturo to them. 

So the United Nations Technical Assistance Group has promised 
to put in the schoo). It is waiting now for the application from tho 
Government of Indonesia. 

these nines aro fundamentally done on the ground. As to tho 
Colombo plan, no country in our area—except for the Indochina 
States, which have sat in on some meetings—is at present a member of 
the Colombo plan, or Commonwealth group in the area in which we 
are operating. of course, if we go into India and Pakistan, those two 
countries are in the Colom P an. There again it is a question of 
coordination with the plan. For instance, what the plan which the 
Department df State worked up for a program in India actually does 
ia take up an area of work alren y planned to be part of this 6-year 
viga whlch wogenerally calltheColombo plan., . . . 

, the coordination with these programs ig complete wherever wo 
feel they are wanted and useful programs, and we work with them in 
the field and we agree with the decision of our mission chief and his 
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technical advisers as to the coordination possibilities of the United 
Nations program being undertaken. 

Chairman Ricuarps. Aro there any other questions? 

Mrs. Botton. Yes; Mr. Chairman. 

Chairman Ricitarps. Mrs. Bolton. 

Mrs. Botton. I would like to exonerate myself a little on this 
matter of what area India wasin. It happens I was the one who went 
to the Secretary to discuss areas for possible subcommittees. Always 
in the Eightioth Congress and Eighty-first Congress India was con- 
sidered part of the Far East, and not of tho Near or Middle East. 

Qur set-up was dono on the basis of the Stato Departmont’s re- 
quests to this committee, so that we could be counseling with you 
people who ropresent tho different areas. 

Mr. Bururson. You say that was donc in tho Eighticth Congress? 

Mrs. Boiron. Yes. | 

Mr. Burtrson. When wo came in wo did away with that. 

Mrs. Botton. Yes. 

Mr. Buruxrson. It was dono in the Eighticth Congress? 

Mrs. Botton. You picked it up again in tho Eighty-first Congress. 

Mr. Burueson. Oh, then it stayed there. 

Mrs. Botton. You found something that was excellont which, 
after an interval which showed you its valuc, you had the good judg- 
ment to roturn to. 

Chairman Ricwarps. Bofore these hearings are over wo will try 
to get that mulo in the roper stall. 

Mr. Vorys. Can I ask Mr. Griffin if his assignment is coterminous 
with Mr. Rusk’s? Do you have India in your bailiwick? 

Mr. Grirrin, If Congress so allows; yes, sir. 

Mr. Rusx. For 1952. 

Mr. Grirrin. For fiscal 1952. 

ont. Vorys. Who got up the illustrative program for India for 
195 . 

Mr. Grirrin. The Departirent of State. 

Mr. MaNsFietp. May I ask just one {uestion? Mr. Griffin, was 
it just coincidence that you got the University of Pennsylvania 
Medical Schoo! interested in Burma? 

Mr. Grirrin. No, sir; I do not know. I do not know if we have 
then yet, but it is contemplated. 

Mr. MAnsrieLp. The Secrotary knows what I am getting at. It 
happens tho chief surgeon in the Burina theater during World War II 
was Dr. Ravdin, who is the dean of the University of Pennsylvania 
Medical School, and who did oxtremely good work both in Burma ~ 
and in the United States. 

Mr. Rusx. Yes. They provided a hospital in World War I 
which did a splendid job. 

Mr. Mansrietp. A very good fsb and a very great doctor. 

Mrs. Bouton. All my life until 2 years ago, India was in the Far 
East. Then I suddenly discovered it had been added to the Near 
East. I am hoping this will give me opportunity to go out there 
some time, 

Chairman Ricwarps. Thank you very much, gentlemen. The 
committee stands adjourned until 7:30 tonight. 

Whereupon, at 5:40 p. m., the commiltée adjourned until 7:30 
p. m., the same day.) 
$5708-—51——-60 
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(Prepared statement of Mr. Griflin is as follows:) 


Sratement or R. AtLeEN Grir Fin 
BACKGROUND OF PROGRAMS 


EGA programs are operating {n six countries In the Far East at this tine. They 
were initiated in three stages: 

(1) Tho operation fn China (Formosa) was originally derived from the Foreign 
Assistance Act of 1948. 

(2) Programs in Burma, Indochina, Thailand, and Indonesia were instituted 
in 1950 as a result of funds made available by the China arca aid provision of the 
Foreign Economle Assistance Act of 1950. 

(3) The Phillppine program fs new, resulting from the recommendations of the 
economic survey mission to the Philippines published {n October 1950. This led 
to the President's decision to propose to Congress an ald program for the Philip- 
pines if the Government of the Philippines would meet certain conditions pre- 

ulsite to basiceconomiciinprovement. The Foster-Quirino agreement resulted, 
and the Philippine Government substantially met its provisions, Funds to initl- 
ate a program before the end of fiscal 1951 had been made available in January 
this year y the transfer of 3 percent of ERP funds to the ‘general area of China.” 

Title IT also includes programs proposed by the Departinent of State for India, 
Pakistan, and certain other countries of south Asis, in which ECA fully concurs. 
This presentatlon, however, wilt be limited only to the countries in which ECA 
programs are presently operation. 


AIMS OF PROGRAMS 


The United States economle aid procmins in southeast Asia are essential tools 
of United States foreign policy. The freedom and independence of the countries 
of southeast Asia are vital to the United States for many reasons: economic, mili- 
tary, and political. The United States seeks to win the confidence of the coun- 
tries of that area and to so strengthen thein that ancy will be able to maintain 
their independence, develop their resources, and resist Internal and external pres- 
sures. Today, most of the countries of that area aro too weak internally to stand 
without outside support. Four of them are newly independent, with tittle experi- 
ence in self-governinent. All find ft difficult to perform the government services 
and create the institutions that are necessary in a modern state if the needs of the 
people are to be met fn reasonable degree and a foundation for economic develop- 
ment fs to be provided. 

Several of the governments of southeast Asia were not certain of tho motives 
of tho United States in proffering aid. They were tempted to believe that accept- 
ance of United States aid might result in domination. 

Our problem thereforo—and likewise our aim—was to build strength and carn 
confidence simultancously—to win confidence by the way in which we extend aid. 

No modern, self-governing-state—and especially no state with a democratic 
from of government—can maintain itself and develop its resources unless it per- 
forms a minimum of public services in the fields of health, agriculture, education, 
and technical training, transport and communications, ‘industry, and over-all 
economic plannin and prospecting. The countries of southeast Asia, though 
richly endowed with natural resources, are acutely deficient in these public services 
and in the technicians, equipment, procedures, and institutions for carrying them 
on, The very first step fn any program of economic development designed to 
increase production and standards of living must therefore be the organization 
and maintenance of self-sustaining public services. 

Accordingly, during these first soveral months of operations in southeast 
Asia, ECA has tried first and foremost to help the governments establish or im- 
prove essential services and institutlons, create planning agencies, initiate surveys 
and pilot projects—and thus to lay a foundation for economie development. 

I¢ was no accident that this was also the appropriate way to go about earnin 
the confidence of governmenta—for these were and are the problems with whic 
the governments of the area are overwhelmingly concerned. 


HOW WB HAVE GONE ABOUT CARRYING ON PROGRAMS 


The first atep in initiating afd romans was the negotiating of bilateral agree- 
ments; the second was the establishment of a special technical and economto 
mission (STEM) in each country—for the ald program in each country {s built 
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brick by brick out of the recommendations of the mission, The mission's recom- 
mendations in turn are arrived at as a reault of joint study and consideration 
between it and the government. 

The countrics of southeast Asta established governmental machinery to work 
with the STEM’s in the development of ald programs. For example, in Burma 
there was established what is known as the Burma Economie Aid Committee, 
which consists of principal officers of the Burmese Governinent departments 
concerned. The committce meets twice monthly with the principal officers of 
the STEM. All aid pro sals prepared by the Ministries are jointly considered, 
screened and transmitted to ECA/W for considcratilon and final action. Similar 
machinery was established in the other southeast Asia countrics. 


THE COUNTRY PROCRAM 


The need of any country for publiie services and cconomic development must 
be met primarily through the most efficient use of its own resources. In addition, 
vartous kinds of outside aid may be availabte—ECA aid, Export-Import Bank 
loana, International Bank loans, UN technical assistance, ald from the Common- 
wealth under the Colombo plan, In our view it is highly Important that all of 
the resources, domestic or foreign, available to each country be used in the most 
efficient and effective way. It is for this reason that we prefer, to the fullest extent 
possible, to fit our aid into a country program or national plan for the use of a 
country’s total resources. It is only through the drawing up of a country program 
that the total needs of a country in all fields can be comprehensively surveyed 
and balanced against all resources available, and the most effective plans possible 
latd for their use, . 

The ideal of a country program has not been reached in any of the countries In 
which we operate. Nevertheless the machinery established In each country for 
working with ECA is to a degree serving as a general planning and coordinating 
agency, and we hope that in time genuine country programs will emerge. 


THE VILLAGE--LEVEL APPROACII 


Although the programs are planned with government agencies, wo have been 
greatly concerned that they should directly and favorably affect the masses of 
the people living {n the villages. It is there that one finds the unrest and the 
roots of political instability. It is of importance therefore that programs of 
econoinic development be concerned first and foremost with the people of the 
villages and derive thelr inspiration from the village level. We have used and 
are using our influence as much as possible to seo to it that afd programs genuinely 
try to solve the problems of the rural masses and proincte a broad base of popular 
support for democratic government. Thus, our health programs emphasize the 
mohilo health units, clinics, and rural health centers; agricultural ald stresses a 
wide range of extension services; and industtial planning includes the development 
of small rural industries. 


COORDINATION WITH MILITARY ASSISTANCE 


In four countries, Formosa, Indochina, Thailand, and the Philippines, not only 
are ECA programs under way but also military assistance programs, the latter 
being administered by United States military assistance advisory groups. In 
Formosa one of the principal objects of ECA afd programs is to help relieve the 
inflationary impact of the defense effort which the Nationalist Government of 
China, with extensive United States assistance in the form of military equipment 
and suppiics, {s maintaining. Both in the planning and conduct of programs, in 
Washington and in Formosa, there is close coordination between the ECA 
program and military assistance. In Indochina, Thailand, and the Philippines 

ho inflattonary impact of military programs [3 far less and the samo degree of 

meshing of programs {3 not necessary. Nevertheless, in Indochina, Thailand 
and the Philippines, close relations are maintained between the STEM’s and 
MAAGQ’s and there {s frequent opportunity for inclusion in a STEM program of 
projects that aro likewise useful for over-all military strength, as, for example, 
ald to highway building In Indochina and Thailand, and attention to refugees 
in the war zono in Indochina, 
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COUNTERPART FUNDS--SALES PROCEEDS 


_ The device of counterpart funds, which was developed in connection with the 
European recovery programs, is likewise used {n our programs in southeast Asia 
but not as uniformly, for the need In SEA Is quite different from that in Europe. 
In Europe, the ralaing of local currency revenues to finance essential services and 
needed national projects was no problem. What Europe needed primarily was 
dollars to pay for urgently needed food, fucl, and raw materials that could be 
bought abroad only with dollars. The problem was essentially a balance of 
payments problem, and the ERP was essentially a supply program, with European 
counterpart funds then being used for needed projects and for other purposes 
mutually agreed upon. In SEA problem, the need, and consequently our pro- 
grams, are quite different. In SEA the governments need immediately to institute 
projects and build essential services for which they may or may not be able to 
raise local currency revenues. 

All SEA countries are not therefore required to put up counterpart funds on a 
commensurate value basis. In Indochina, for example, the new Government does 
not have the revenues needed to inaugurate the services that are necessary if the 
Government is to attract and maintain popular non-Communist support. The 
ECA program therefore includes the importation of substantial amounts of es- 
ecntial civilian supplies that are then sold for local currency. The sales p 
so generated are then put in a counterpart fund which the local governments and 
the ECA jointly use to pay the local costs of nceded projects. The Burma Gov- 
ernment pays for part of the local costs of the programs from tax and other 
revenues, having only a modest commodity Import program to generate the 
remainder of the local currency for needed projects. The Philippines program 
ha; a substantial commodity program, and Formosa has by necessity the largest 
commodity import program of all. Programs in Thailand and Indonesia are on a 
commensurate value basis, with each United States dollar of ald matched by local 
counterpart, put up by the recipfont government. Our programs there do not 
generate sales p . 

In southeast Asia there [3 no question whether the countries are making a maxt- 
mum effort at self-help as a condition of our aid. By the very nature of the pro- 

ms-——which are built up of specific, agreed projects—wo are merely helping the 

EA countries with their own national efforts. Commoditics supplled are either 
directiy for the use of governments, or for sale, with proceeds used by govern- 
ments for specific, agreed projects. 


SPECIAL PROBLEMS 


It ls appropriate to mention briefly just a few of the problems which we have 
run up against. Takeo the matter of distance ahd transportation. Southeast 
Asta is on the far side of the world from here, and shipping service is slow and 
relatively infrequent. Consider likewise tho difficulties of acquiring competent 
ataff. The climate, the language, the remoteness—these are factors which 

rospective candidates have had to take Into account. We have recruited excel- 
ent people and we believe our STEM’s are now well manned, but for the most part 
we have had to go after them. Problems of housekceping, euch as the finding of 
office space and housing, which are relative! simple n many other parts of the 
world, assume great proportions in many parts of SEA. 

After the arrival of staff members, working procedures have had to be developed 
neach country. The problem was not just a simple one of having proposals for 

nited States ald directed at us but of helping the countries themselves work up 
the projects. Shortage of technical and administrative akill being of the essence 
of thelr difficulty, we have had in practice to help remedy it by working up projects 

ose cooperation. 
inally, consider the difficulttes of procurement that developed just as we were 
initiating our programs in southeast Asiaa yearago. The relatively small needs 
of our EQOA programs {n southeast Asia for equipment and supplies have had to 
compete since the beginning of the Korean War with mounting United States war 
orders, with United Btates elvilian consumption, and with the tly enlarged 
uropean ment program, As & consequence delivery dates have frequently 
ipped. Nevertheless, today the pipelines are filled and difficulties of supply 
on most items are being overcome, ‘ 


RESULTS OF FIRST TEAR OF OPERATIONS 


It is perhaps too soon to assess with an degree of confidence the first year of 
our operations in southeast Asia. The fact that we have had authority to operate 
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there for a year docs not mean that we have had any substantial programs go- 
in for & year. The programs have developed fairly slowly for reasons already 
ndicated, 

Nevertheless, it is possible to Indicate some real accomplishments. In the first 
place, we are beginning to win the confidence of the Governments and peoples of 
southeast Asia. In Hurma, in Indonesia, in Indochina—where auspicion of the 
motives of the westcerner {s an understandable legacy of colonfalism—we have 
rolled up our sleeves and asked of governments how we could help them solve 
thelr most urgent problems. This approach has been on the whole rewarded by 
an Increasing cordiality, trustfulneas, and cooperation which cannot fall to lead to 
better underetanding between our countrics, We are, of course, no strangers in 
the Phitippines and Formosa; during the past year our Inercasing understanding 
of their problems and ald in their solution have cemented even more closely our 
relations. In Thailand cordial relations have grown even more cordial. 

These questions of confidence, of course, are extremely difficult to gage but we 
think that by ¢his measure alone the programs we have been carrying on in south- 
east Asia have been worth a great deal to the United States Government, 

It is likewlse difficult to measure the extent to which we have strengthened the 
governments of southeast Asia during the first year of operations. Certainly not 
a great deal visibly or tangibly. But, regardiess of tangible or visible achieve- 
ments, the very fact that a United States special technical and ceonomie mission 
was in each country, equipped with the instruments of aid, and ready to help, has 
been of psychologicat value in strengthening governments and in stabilizing politi- 
cal situations. 

There have also been certain definitely tangible accoinptishinents. 

Tu Formosa, where we have been operating @ progratn since the spring of 1049, 
the benefits of a well-thoueht-out and implemented afd program are eviden 
by the order and the controlled cconomic situation that prevail there. Formosa 
is a directly threatened country sheltering a large army and a half miltion refugees, 
with a huge defense burden. And yet, not a single guerrilla band operates in the 
island, A man can go anywhere with confidence in law and order. ‘The farmers, 
alded by recent land reforms and other acricultural pro; rams, are contented; 
and threatening inflation has been largely kept under control. There is no ques- 
tion that, had it not been for ECA aid in bringing supplies and aiding the increase 
in locat production, inflation in Formosa would be mounting so rapidly as to 
jeopardize military effectiveness, and economic collapse would have taken place. 

n the Philippines, the improvement that has taken place in the economic and 
political ctimate in the past several months, accompanying the first reform legis- 
ation passed by the Ph Aippine Congress in anticipation of United States aid pro- 
grams, hax been measurable and gratifying. 

In other countries one can point to examples of specific projects under way 
without being able as yet to assess thelr impact. 

In Indochina ECA supplies have enabled the governments to demonstrate 
to thousands of war refugees that they would be taken care of when they were 
dispossessed and impoverished by the Communtfat rebels. , A refugee housin 
project in Satzgon is demonstrating effectively the same point, while ECA al 
to highway construction has been of great value both to the civilian economy 
and to the military operation. Burmese medical services and public-health 
facilities, almost comp etely destroyed during the war and the transition to 
independence, are being rehabilitated with American supplies and the help of 
American technicians. The latter have been on the spot only a few months 
and they have already made a wide and favorable impression. The commodity 
programs in Burma and Indochina have already resulted in the creation of the 
counterpart funds that are now providing revenues needed by the governments 
to carry a variety of greatly needed services. A malaria-contro! program is 
well under way in Thailand and an extensive highway program {s getting under 
way in anticipation of the arrival of HCA supplied highway-building equipment; 
and the railway repair shops are now rehabilitating engines and freight cars with 
ECA-supp\ied machinery, 

As already indicated, it Is too early to judge results of our programs tn most 
SEA countries. In many of the countries, the ECA programs are the first United 
States Government operations of any size. I can tell you that we are learning 
about as much from them as they are learning from us. We are learning first an 
foremost how complex are the problems facing the leaders of these countries, 
We are learning humility in approaching their problems, and that may be not 
only the beginning of wisdom, but of genuine friendship. 

Vhat we have brought to SEA in the firt year I would consider to be chiefly 
the hope and expectation that has accompanied the establishment of our programs. 
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PROSPECTS FOR FISCAL 192 


It will nevertheless require more than hope to carry the countries of southeast 
Asia through the coming year, It will take increasing rea) strength, 

In the year ahead the pressure of the Chinese Communists in southeast Asia 
is likely to Increase. This will be true especially if there is a cessation of hostilitics 
in Korea. Interna) pressures are also likely to increase in a number of countries. 
Lawiessness and disorders are serious problems in Burma and Indonesia; the end 
of the Communist-led rebellion in Indochina is not in sight ; Thailand will probably 
continue in a state of tension; unrest and rebellion have been somewhat abated 
in the Philippines in recent months, but the situation is far from safe. The fight 
in Formosa against runaway inflation will continue to be touch and go. 

Prospects are thus for another difficult year ahead. 

United States aid programs, though marginal in nature, will be in better posi- 
tion to aid the governments of southeast Asia resist pressures that threaten their 
independence. Our missions will be fully manned. The pipelines are filling and 
the arrival of United States equiltacut and supplies will certafnly be much more 
satisfactory In quantity than during the past year. Inereasing numbers of tech- 
nical experts are arriving to help get needed projects underway, The projects 
should begin to bring tangible benefits to the people—and this should impart 
strength to governments. 

We believe the strength that can be mustered in southeast Asia will be adequate 
to enable successful resistance to expected pressures, 

That strength will be much more easily mustered if we can suceced in convincing 
the governments one eons of southeast Asia of our genuine interest in their 
achieving economic independence as to the companion piece to political independ- 
ence. is we must in some manner manage to convey to them. One way of doing 
this is by continuing present programs of grant aid. But more is needed. They 
need assurance of a flow of capital for diversified economic development. And 
they need assurance that dollar aid, dollar loans, ard their own dollar resources 
ean be translated into physical su plies, equipment, and technicians. This means 
their needs must be accorded high priorities in the United States market. 

issue with which we are dealing is whether the countries of non-Communist 
Asia can become strong and eclf-sustaining assets {n a free world. This depends 
in large measure on whether thé West can win the friendship of the countries of 
Asia and channel to them enough of the missing somponents of strength to 
permit them to develop their own latent strength. This issue will be with us for 
many years, but the year ahead will be one of the hardest to weather successfully. 
We will need all of the tools we can get for the task. 

The stakes are of great importance. Southeast Asia dominates a corner of the 
world and controls the passages and communications between the Pacific and 
Indian Oceans. It is a producer of vast quantities of vital raw materials, greatly 
needed by the free world. It is a potentially rich area. Its peoples are capable, 
with our understanding and with our moral and physical assistance, of developing 
it and of reaping the great rewards of that development. 


NIGHT SESSION 


Tho committee met in the House Foreign Affairs Committee room, 
the Copitel, at 7:30 p. m., Hon. James P. Richards (chairman) 
presiding. 

Chairman Ricnarps. The committee will come to order, please. 
We will continue hearings on the Mutual Security Program legislation. 
Our first witness is our colleague, Representative Kenneth B. Keat- 
ing, of the State of New York. 

{r. Keating, we will be delighted to hear what you have to say. 
Will 15 minutes be sufficient? ~ ; 
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STATEMENT OF HON. KENNETH B. KEATING, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Keatixa. Fifteen minutes will be fine. . 

Chairman Ricnarps. That will be fine. 

Mr. Keatine. I am perfectly willing to be interrupted at any part 
of the proceedings. 

Chairman Riciwangps. State it in your own way. 

Mr. Kratine. I have requested this opportunity to be heard in 
order to discuss with you certain aspects of the proposed military 
assistance program, relating especially to its administration. I spea 
not as a Member of Congress, but as a former member of the armed 
services who had assignments from time to time pertaining to the 
administration of the Iend-lease and reverse tend-lease programs dur- 
ing World War II, which I consider in some respects the counterpart 
to the present militarv-assistance program. 

The International Division under the Assistant Chief of Staff for 
Matéricl (Gon. Lucius D. Clay) in the service of supply was the staff 
organization which handled the planning of military lend-lease. I 
served for about 1 year in Washington in the Requirements and 
Assignments Branch of this Division. 

This Branch specifically was charged with assisting foreign countries 
in programing their requirements and acting as a secretariat for the 
Munitions Assignments Committee, which divided American arms 
production between our own forces and the foreign beneficiaries of 
the Lend Lease program. 

In March 1943 I was ordered to India where I spent nearly 3 years 
in the China-Burma-India theater. During the first 6 months of 
this tour of duty my principal assignment was to endeavor to increase 
the flow of reverse lend-lease from India of indigenous materials to 
supply United States and Chinese forces. To assist in this effort, 
an Indian Munitions Assignments Committee was set up with Indian, 
British, and United States Army representation. 

Thereafter, following transfer from United States to an Allied 
command when the southeast Asia command was set up, part of my 
duties were in connection with the screening of British requests for 
lend-lease equipment to supply their troops serving in Burma and the 
Far East. 

On the civilian side there was an organization set up known as tho 
Office of Lend-Lease Administration, which handled requests of our 
Allies for items of civilian procurement deemed necessary to the 

rosecution of the war effort. Tho exact administrative structuro 

as passed out of my mind, but I believe the Foreign Economic 
Administration was an offshoot of or successor to Office of Lend-Lease 
Administration and it had missions in various countries which worked 
in cooperation with the military authorities but which were not under 
military command. . 

While there were the usual number of headaches and conflicts, 
mostly of a trivial nature, the set-up I have outlined worked very 
satisfactorily. It would have been unsound, unworkable, and _per- 
haps disastrous to have vested the administration of the military 
lend-lease program in the hands of the civilian agency and probably 
the converse is true. 
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_The formulation of requirements for supply of Allicd troops, the 
division of shore sary items between Allicd and United States 
forces and among Allied forces inter se and, conversely, the acquisi- 
tion of indigenous products from foreign countries for uso by United 
States and other Allicd forces wero all essentially military problems. 
It would have been impossible for a civilian agency to have handled 
these matters, 

Furthermore, many, many millions of dollars wero saved to the 
American taxpayers by reason of tho fact that the military officer 
charged with procuring items of indigenous production from the In- 
dian Government, at that time dominated and widely staffed by 
British officials, was also the military officer who passed upon and 
screened requests of the British for supply of their far castern forces, 
and without whose approval assignments of such material would not 
be authorized in Washington. 

It frequently developed that, whereas we were first told that tho 
civilian economy of India could not endure tho strain entailed in the 

roduction of a certain military item requested by tho United States 

orees, & different attitude was encountered later when it was felt 
that some footdragging ensued regarding the approval of British re- 
quests from American production. 

I do not mean to imply that there was any active friction between 
British and American forces. My own experiences with British officers 
were in nearly all instances pleasant and satisfactory. 

But the fact remains that, had we not possessed the loverage inherent 
in our resporsibility for approving British requests for equipment 
from the United States, the volume of reverse lend-tease from India 
would have been greatly reduced with the consequent greater drain 
upon United States resources to supply the items and the increased 
burden upon American taxpayers through being required to put up tho 
money for the items rather than to have their cost credited against a 
much larger lend-lease account. 

My experience, therefore, leads me to recommend in-the strongest 
terms that authority be granted to the Defense Department exclu- 
sively to handle the program of military assistance and that the 
Defense Department be granted at least a powerful voice through veto 
power or otherwise, if not exclusive jurisdiction over the program for 
enabling our allics to assist in the common defense effort. 

My. understanding is that MDAP is now handled through tho ap- 
propriation of funds to the President, who turns them over to the 

ecretary of State, who in turn parcels them out to the Defense 
Department. It strikes me that this method of operation is unneces- 
sarily cumbersome, time-consuming, and expensive. 

Worse than that, if our country should be faced with a Pearl Harbor 
and forced to forsake its present relatively leisurely course for immedi- 
ate action, the present method might result in fatal delays in the 
achievement of our objectives. : 

I confess unfamiliarity with the detailed method of handling this 
P am. ButI do feel strongly that it is a serious matter upon which 
this committee should take testimony to see whether the existing 
‘thethod entails a waste in man-hours or a costly timo lag. 

8 t6 the latter, it should be borne in mind, it seems to me, tha 


ptobably items of military procurement are not now being taken o 
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the shelf and that there is a necessary lapse of time in any event in 
getting them into full procurement. 

What the committee needs to do is envision the situation which 
hereafter will exist when new procurement is going full blast and deter- 
mine whether the procedures set up are best designed to get the items 
involved into the hands of tho fighting forces of our allies or whether 
the paper work is such as to cause the program to bog down seriously 
just at the time it may bo most needed. 

If an all-out war should develop within the noxt year or two, it 
might bo fatal to its successful prosecution as an allied effort if it 
were necessary to go through all the red tape of State Department 
and possibly ECA—or its off-shoot—clearance, as well as Department 
of Defense and then individual service clearance before a bull 
be sent to Belgium or a tank to Turkey. 

I do not know how extensive an organization has been built up in 
the Department of State to handle MDAP. There may be factors 
with which [am unacquainted which make it desirable to vest in the 
Seerctary of State partial responsibility for the administration of 
niilitary assistance. 

‘But I viow with misgivings the constantly increasing trend toward 
converting a traditionally policy-making department info an operating 
agency. Particularly does this hold when the operations in question 
pertain to tho defense and security of our own country, which furnishes 
the only justification, in my judgment, for embarking upon a program 
of mililary assistance to other nations. 

While the Department of State, no doubt, should be kept informed 
in a general way regarding the military build-up overseas, 1 con sce 
no reason for that Department to be ‘concerned with the details of 
administration. Not only docs that necessarily result in wasteful 
overlapping of functions and needless delays but also in wider dis- 
persal of the security risk, an important element in this field. 

There is another practical consideration of which this conurittee 
may feel it proper to take cognizance. Without leveling any accusa- 
tions and refraining from any discussion of the justification or lack 
thereof for the provalent feeling, it is an undoubted fact: both public 
and congressional confidence and support for the program of military 
assistance will be enhanced if the measure which we pass clearly 
prov ides that the adtrinistration of the program wil! be a Defense 

epartment rather than a State Departrrent responsibility. 

Many evrinent authorities, I understand, advocate the creation 
of a new agency to take over all foreign aid programs, both economic 
and military. There may be merit in a closer integration of the various 
plans for economic assistance which, I assume, will be drastically 
reduced both on account of the improved condition of recipient 
countries and the necessities of the tense world situation, which 
require that tho aid we furnish now must be priwarily of either a 
direct or indirect military character, reani y that either direct 
assignment of equipment and munitions of war or assistance in 
increasing the capabilities of other nations to build up their own 
military potential. 

But I can see no necessity for or desirability in transferring to any 
such newly created agency the responsibility for essentially wilitary 
programs. Reliance must be placed on those who, by training and 
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experience, are best equipped to deal with the problem, namely, the 
Army, Navy, and Ale Mores rsonnel, 

Alt oun a new agency probably would command greater confidence 
than the Department of State, any administrative set-up which envi- 
sions double screening and paper work seems to me undesirable and 
unnecessary. . 

No doubt there, are in Government service now, notably in ECA, 
many capable men and women who have specialized knowledge regard- 
ing the contributions which other nations associated with us could 
make to the over-all defense picture. Their advice would be of 
inestimable value in determining ust how far it is appropriate and 
desirable for us to go in insisting that indigenous materials and labor 
in the various countries be utilized in the common effort. | 

This corps of trained personnel, for instance, can render invaluable 
nee in arriving at the correct conclusion as to how these air bases 
which are being distributed ali over the world are to be constructed. 
Insofar as it is possible, they should be built with indigenous materials 
and labor. To the fullest extent feasible, French francs, not American 
dollars, should be used to build airfields in France. 

If these trained people cannot for some reason be transferred to the 
Defense Department, there should, of course, be the closest kind of & 
working arrangement to take advantago of their specialized abilities. 

But the final decision in these matters should rest with the same 
persons who are going to decide the amount and type of military 
equipment and weapons which will be transferred to the beneficiary 
countries. Iam convinced, from personal observation and experience 
that such a centralization of responsibility is essential to the success 0 
any plan and the proper safeguarding of the interests of the American 
taxpayers who must foot the bill. 

T am satisfied that the concept of collective security issound. From 
every point. of view, not the least that of the American taxpayer, it is 
desirable that we should divert a portion of our defense budget for the 
purpose of helping to arm other countries whose aims and principles 
and whose determination to resist aggression coincide with ours. 

From the dollars-and-cents standpoint alone, it is infinitely cheaper 

to arm and equip a French, Italian, or British division than it is an 
American division. For the success of the venture, however, it is 
impergtive that any program have the widest possible public accept- 
ance, 
It will facilitate the achievement of that objective, in my judgment, 
if we make sure, in framing the legislation, that we fashion a measure 
which is administratively sound and which gives effect to our previous 
experiencé under the lend-lease and reverse lend-lease programs. 

-Chairman Ricuarps. Thank you, Mr. Keating. That was a very 
thoughtful statement. I appreciate it’s coming from you, particu- 
boa A view of your military service. | acral 

‘What was your rank in the service? 

Mr. Keating. I was 4 colonel when I left the service. Iam now 4 
ice general. - ; 

‘ Chairman : Ricnarps. You outrank Mr. Mansfield. He was a 
sergesat. ; - y 
“Mr, Oulegarieip. Iwasa private. , 

‘Mr.’ Keatina: I have enjoyed both Mr. Chiperfield’s and Mr. 

Mahsfield's ranks at Varying times. © 3, | ; 
; / 
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Chairman Rictarps. Now I belicve the defense proposal for this 
fiscal year will amount to about $60 billion. Do you beliove that this 
proposal for military assistance, this part of it, will amount to some- 
a over $6 billion as proposed? 

Mr. Kratina. That is on top of the $60 billion? 

Chairman Ricuarps. That is right. Which is about 10 percent. 
Do you feel it is a reasonable sum to spend for collective security 
abroad? 

Mr. Keatina. Well, I haven’t given it thought in a percentage 
relationship. My feeling is perhaps colored somewhat by the fact 
that I was in tho middle of this activity in the last war. I think it is 
moncy well spent to take a part of the total amount that we can afford 
to pend for arming ourselves to assist in arming those who are friendly 
with us. 

I wouldn't bo prepared to say what that percentage should be. 
Certainly it doesn’t sound out of the way to put it in that way, I would 
think. But I haven’t studied the amount sought sufficiently to be 
competent to answer that, zeally. We must always consider, of 
course, the imperative necessity that we maintain a sound economy. 

Chairman Ricuarps. Well, Mr. Keating, wo have heard from a goo 
many witnesses here, and we have learned that they think that the 
military end item of it, such as for use abroad in this program, and 
economic aid that would increase military production over there, are 
closely akin. Naturally, we want to get the recipient countries to 
contribute themselves so that we may not have to furnish so much 
military aid. 

Do you think that feature should be under the armed services too? 

Mr. Keatino. I would prefer to see the armed services responsible 
for increasing the military contribution of our allies. I think they 
would do the best job. 

There is a certain amount of trading in that, as I brought out in my 
statement. We do want to have them do everything that they 
possibly can be convinced they should do. And one method of 
convincing them is by the old Yankee trading system. In my ex- 
perience that was the most effective way that we really built up tho 
reverse lend-lease of India to a sizable figure. I don’t say that is the 
only way; that wouldn’t be quite fair. 

hairman Ricwarps, It is a lover that should be used? 

Mr, Keatina. It is definitely a lover that we should use, and we 
should be fair but should be very firm in our dealings with our allies 
in that regard. Whoever has the final say on the one should have 
the say on the other. Or at least there should be such a close working 
arrangement that it amounts to that in effect. 

It is possible that you could have the military authorities who are 
actually charged with assigning the eud items make that decision or 
have them simply have a veto power on that, so that foreign nations— 
nation X, for instance, that wants so many guns, needs them for 
their forces—will realize that they are only going to get them if they 
take certain action as a part of the price, which we must always be 
fair about and measure within their reasonable capabilities. 

_Chairman Ricnarps. Thank you very much. 
‘Mr. Chiperfield? , 
Mr. Cuirerrietv. You have made a very fine statement, Mr. 


Keating. I think we all have the same objective, and that is to get 
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a good fob done. Mr. Hoffman and Nelson Rockefeller suggested a 
single jo ogendy to handle the mer and economfe parts of this pro- 
ou suggest the armed services might do it. 

an Keatina. The armed services, Department of Defense. 

Mr. Cuipzarievp. It IT understand your statement correctly, you 
would want to take advantage of the existing civilian personne under 

and work those into the program somewhere? 

Mr. Keatina. Yes, I 

Mr. CuipeERFIELD. Now. we also have under this program point 4, 
tho Far East and Africa and Near East. You would not havo the 
armed sotvices handle that end of it, would you? , 

fr. Keatina. No, I would not; nor do I believe the armed services 
would want it either. 
r. Cuiperrieip, No, I agree. Strangely enought, there is more 

ECA. ‘aid fer so'in_ this proere gram than you would think, rather than 
just ECA to help the mili tary, production, because of tho.fact that if 
a foreign country increases its military effort the dollars that they 
use in that effort have to be made up some other place out of the 
genera! ecohom: 

.Now I do noe ‘know whether the armed services woutd be the best 
agency to handle that kind of thing or not. I am just wondering 

at your opinion on it was. 

Mr. Keatino. I would not think they would be equipped to handle 

what was purely economic aid. ; 

Mp: Carperrigvp. Feouomie aid, per se. 

Mr. Keatina, I had in m ind that economic aid breaks itself down 
into tro tivo eategories, af and the purely economic aid I would think would 

Te oller type ced almost to thé vanishing point now. __ 

nthe other type of economic did, to assist them in their contribution 


to common dete ense effort, I believe the military could handle. 


Mr. CHIPERFIELD. I thought 80 too, but ECA as I say, per se, is 
about to end. But I find that according to the views that have been 
legen to this: committee, because of the extra additional effort to 

ease tilitary production, there is a a feeling that general economic 
is still necessary in many, instah 

ninety ight we should do ‘is i have specific, economic programs 
that hat tat hou the military, production, for example signal yal equ ipmenti ; 
they may neéd raw materials, the seine with, radar. 

eho A ecbnomi¢ 8 i al am, as I sald ‘ett wondering 
whether u Atred Set vives be the best agéncy for that. 
Or would {t be better to have a sitigle agency like Mr. Rockefeller, 
suggests id tr. eal eels, h would take all the economia’ 
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final responsibility of bringing the oconomic and the military pro- 
eras together, 

Mr. Kearina. Well, I recognize the eminence of men who have 
recommended the creation of a completely new agency, and I have 
great respect for their ability and experience. I have not myself been 

d on the necessity for that single new agency, but I do not consider 
myself fully informed or by any means an expert on it. 

I would not want to leave to that new agency the final say on the 
military assistance. 

Mr. Cuirerrietp. One final observation. Of course the time cle- 
ment is involved here, and if we were to create a now agency that 
would disrupt our aid for a considerable period of time, we have to 
take that into consideration, and whether or not we had not better 
just go along the same lines which have warked pretty well with ECA 
and tho armed services, we ast ought to give.that consideration. 
d youf point 4 and other additignal items are 
te Department; is eth right, or oe ECA? 


Mr. Keatino. 
now handled by tho 


Am I right, John it is handled se i oint 4? “It is under 
the State epart ent. But I thi ret do not handle that 
ctly, as I un pretend it. Ath havo eir own set-yp. 

Mr. Vorys. ere thers“is bot . i 4 ana ECA, ECA handles 


it;.where ther¢ is only point. 4, tha S : Department handles it’ 

‘Chairman Ricuarps. Mr. Gord don? ~ \ 

Mr. Goropn. Thank you, Mp7 eafing, er ypur youre I 
have no quegtions at tts ae / 

Mr. Voryp: Mr. 

Was your experience militar 
Mr. Hea a t patir ita 
mete oRyYg. re ry ithat you au ha 
thing abdut this soldier nit that 
colored the ty ot ee ios you radered x 
the Service of upply? 

Mr, Keati ¥ es; thero )_ was. “Be Gate ilitary 
command, and I. was underé& sone very \ ‘ble qaen: ie not 
know enough abdut guns aiid- ammunition ors in your eye, 
myself, but I did wa little bit about pai trading. # under 
ne irection of very able senior officers I could assist them with the 


bh pri a7 Hy yous ope 


work, but was 
¢ ot ms parti ly 
ve 


er feel confident, not uso of my own flities but because 
of my.suit, if you want to put it that way, and tho great abilities of 
my superior officers, ee we could do a very much better job than 
any civilian group I have over snepune in any department of the 
Federal Government could do under similar circumstances in inducing 
allies to increase their military output. 
ow I do not want to dis e the fine work of the Foreign 
Bono ariniratlon, which worked with us out there. 
ORys. You are wrong i 7 your Barta se ceslty of at of that 
agency. t hecare & gu of omic 
and that ecamne vA ‘feary W Board headed BEW at that 
deat, tg A. end -leaso, I think, continued through to the 
the Sad ar. 
erenen am mistaken when I sey lend-lease had 
wiles around the ‘country, Tt was FEA that had the missigns. 
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And it had no connection. T accept your explanation, because I 
was not familiar with that. It had passed out of my mind. 

But thoy were concerned with assisting the countries out there with 
civilian items that they needed. 

Mr. Vorys. Well, you renember that at all times lend-lease had a 
civilian head. 

Mr. Keatina. That is right. 

Mr. Vorys. Who was an independent officer under the President? 
What would yot think of Ghat as a pattern for this thing, based on 
your experience? 

Mr. Katina. Well, that was Mr. Hopkins; was he not the head? 

Mr. Vorys. Mr. Stettinius, until he beeame Sceretary of State. 
Then Leo Crowley. 

Mr. Keatina. FT just do not think, from my experience, that they 
would bo hard-boiled enough in dealing with these other countries 
that we have to deal with. Dbeliove that the Army authorities would 
have to be shown, and they have demonstrated that they have to be 
shown, before they take action, a little bit more than the civilian 
agencies have. Furthermore, the military are the only ones who 
possess the technical know-how to do the job and Tam not convinced 
that there is need to create another layer above them with oll tho 
red tape that entails. 

Mr. Vorys. As you no doubt have beer told by others, tho pro- 
curement of military equipment is under the defense agencies in the 
military, under all tho proposals before .us. 

Mr. Keatina, No; I do not know that. 

Mr. Vorys. Yes. But even the military procurement under tho 
appropriation that the President siphoned into the State Department, 
is procured by the Deferise Department, and the end items are sub- 
stantially the same as wo get for ourselves, 

The problem comes when the question is whether you should have— 
let us say ship over small-arms ammunition to Franco or set up a 
small-arms ammunition plant in Fraace, It is at that point that it 
has, been “urged upon us that the military would not be the best 

eciders, . 

And I may say this from our experience in this committee, and I 
think in Congress gencrally: Wo have not found that the military in 
negotiating or in spending money were any more economical than these 
civilian agencies. We possibly found that that was tho case. 

Mr, Keatina, Well, I have been critical of the military on the same 
basis. But I can speak not only from my own experience, but from 
that of others who were associated in the handling of the lend-lease, 
reverse lend-lcase programs, I think we often do not realizo the extent 
of reverae lend-leaso during World War II. And I sense, perhs 
without justification, a spirit now which inclines toward having Unclo 
Sam do it all, without having tho other nations do what I would con- 
sider their fair share. I believe that the military might be a little 
tougher in having them do their full sharo than a civilian agency. 

ut that again gets back largely to © matter of administration. 
had not heard of this idea of setting up a new administrator right in the 
White Houso, you might say. I think perhaps for over-all direction, 
that might have somo merit. ; 

Chairman Ricitarps. Mr. Keating, we aro under the 5-minute 
rulo here, 80 I am going to lot Mr. Mansfield have his say. 
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Mr. Mansririp. Mr. Chairman, | think it is especially important 
that we have such a distinguished statesman as our colleague from 
New York with us tonight presenting his views on this legislation. 

Mr. Keating, it appeared to us who went to Europe last month, 
that there was a very closo linison between ECA, the military missions, 
and the ambassadors in the countries we visited. And as Mr. Vorys 
has brought out, the Defense Establishment docs have the right to 
declare and to trace dawn and to produce the needs for the military, 
and those things to which the mititary missions are assigned. [tis 
my impression that the military in those countries are the ones who 
are directly responsible for specifying minutely just what the needs 
of that particular country are. And so far as 1 know there has been 
no friction between these different agencies, buta great deal of collab- 
oration. 

In other words, the military seem to be satistied with the situation 
existing. 

Now, if you were to follow your conclusion through to its logical 
end, it would appear to me that in those countries you would place the 
head of the military mission at feast on a par with the ambassador, 
and perhaps because of his power through the use of these huge sums of 
money, he would be in a more strategic and more powerful position, 

Do you think that would be the right thing to have? You see this 
is not only military, but it is political as well, when you look at the 
over-all picture. 

Mr. Keatina. I know. You have the double problem, or we do in 
Congress, before us. We must not look at it purely as a military 
proposition. 

In the first place, Tam delighted to hear you say that they do work 
in harmony, and that there ts no friction. I would hope that that 
would continue after the program really got going. 

I would not be concerned about tho head of the military mission 
being as highly considered as the ambassador, and the various other 
questions. I am not much of a fellow for protocol, There might be 
repercussions from that that do not occur to me, but I would not be 
shocked at all to have them on a par with the ambassador. 

Mr. Mansrirtp. What [ had in mind, Mr. Keating, was this: You 
might find the head of tho military mission with so much power in a 
particular country like Belgium, for instance—their request was some- 
thing like $450,000,000 this year—you might have that_man, who I 
believe was a colonel, become tho fellow to whom the officials in that 
country would go because of the power which ho naturally would wield. 

As it is at the present time, the ambassador in every country, men 
like James Bruce in France, James Dunn in Italy, and others are the 
oncs who, because of their position, seem to have the final say. 

Now, as you say, this collaboration and this good will might not. 
exist forever, because it docs appear to me that you cannot look at this 
thing alone from the military view, but you also have to consider the 

litical conditions, if any, and keep in mind the position of tho am- 

assaclor. 

And I might say that on tho basis of what I saw in Europo wo havo 
an extremely capablo bunch of representatives thero who get along 
very well. 

Mr. Keanna. I have tho highest regard for two or three, and I do 
not mean to eliminate the others whom I do not know personally. I 
appreciate that thero may bo forco in what you say. 
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Do I understand that it is proposed that the ambassador in the 
country might havo tho final say on what would be sent to the country 
in tho way of military equipment after taking advice from the military 
authorities? 

Mr. Mansrietp. Well, I could not answer that question specifically. 

Mr. Keatino. I was wondering whether that was ono of tho pro- 
posals before you. 

rt. Mansryetp. Oh, no. But in those countrics tho government 
therein looks to the ambassador as the representative of the American 
Government. I imagine that the ambassadors in each country aro 
consulted, and they scem to have a pretty good grasp of the situation. 
And on tho basis of their collaboration with the military and the ECA, 
so far as I havo been ablo to find out, there has been no friction yet. 

Now if you wero to transfer the position which tho ambassador has 
held, through decades, and have this put in the hands of a military 
man because of his power of the purse, so to speak, then you would 
create a situation which I think might havo bac repercussions, 

I do not know, I am just irene the thought out. 

Mr. Keatina. I presume it would be vigorously opposed by the 
State Department. Texpect that. As you know, [have been a sup- 

rter of the foreign-aid programs consistently, but Tam critical of the 

ack of realism displayed at times by the Department of Stato in their 
dealings with ouratlies. just do not think they are (wo-fisted enough 
in their dealings with the foreign countries. — [think it has been demon- 
strated time and time again, and perhaps it is inherent in tho art of 
diplomacy that you are morv inclined to give in. 
ut it does seem to me that we give in too much, Ido not want to 
get warmed up on that subject cither, because it is a little bit apart 
rom where we are, But despite the high regard which I have for two 
or three of the ambassadors in Europe whom I personally know, they 
have to think who is layered on top of them. And I would be afraid 
that the best interests of the American taxpayers would not be served 
by leaving the final say in their hands. } 

Mr. Mansvirto. Of course we all recognize the fact that in our 
foreign policy today there has to be a close Haison between tho military 
and tho political, or the State Departincnt. 

Mr. Keatina. That is right. 

halrman Ricnarps. Mr. Carnahan? ; 

Mr. Cannanan, I have no questions, Mr. Chairman. 

Chairman Ricuarvs. Mr. Burleson? : ; 

_ Mr. Burtegon. Mr. Keating, I dust want to express my SEDESSA 
tion for your being hero. Obviously you havo given a great deal of 
thought to your statemonts—cspocially to the administration of this 
program, and I want you to know this featuro has been a great 
concern to many of us around this tablo. ; 

alrman Ricwarps. Aro you all Republicans or Domocrats 
around there? 

Mr. Burusson. Wo ero Pleying both sides. 

Chairman Ricwarps. Mr. Battle? - 

Mr. Bartus, Sir, I havo no questions. However, I would like to 
say that I appreciate the testimony of tho distinguished fentieman 
frém New York. I know he has sapported our foteign policy in the 
Past, and I hope we will work out legislation in this committee that 

be sound enough to merit his support this time. 
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Chairman Ricuarps, Mr. Hays? 

Mr. Hays. I would like to add my word of appreciation. I am 
sorry I could not be here to hear it presented, but I havo read the 
statement of our colleague. 

When you were in India, did you have an opportunity to study 
the agricultural situation there? 

Mr. Kuatina. Well, not very fully, but I saw what agriculture 
thero was there to bo pretty primitive. I did havo occasion to be 
nearly all over India. I was not just stationed in one place. 

Mr. Hays. Assuming that we can work out a sound plan that 
embraces a certain emphasis upon fundamental agricultural change 
and advancement, would you feel that the Congress should get into 
that ficld for the purpose of stabilizing conditions in that critical area? 

Mr. Keating. In India? 

_ Mr. Hays. Yes. [have moved on the assumption that agriculture 
is basic in that part of Asia, and that their mixed economic and social 

robloms aro so complicatod that we need to give more attention to 
it than we have. I am wondering if you can confirm that. 

Mr. Keatina. Well, India is mostly desert, most of what I saw. 
Arid desert. Worse than any of our areas here. 

Mr. Hays. Woll, of course then you have a reclamation problem, 
_water resources. But in the areas in which thoro is fertility, or 
potential fertility—— 

Mr. Katina. There have been wonderful jobs dono by some of the 
missionaries out there, agricultural missionarics if you can call thom 
that. Ono of them ran a school, wrote a numbor of articles when he 
camo back, a man with a long namo, 

Mr. Hays. Higgenbotham? 

Mr. Keatina. That is the name. Reclaiming a lot of that land. 
But to try to got into that is just a Superiore task, Just stupendous..- 
I am not prepared to say we should not make a start, but it is a 
ton Penge proposition. 

Mr. Hays. That is all. 

Chairman Ricuarps. I know Mr. Hays is a very fino Member of 
Congress, but ho has been accused at times of riding to his offico in the 
morning on a cloud, * 

Mr. Kratixa, Well, I am suro ho is closer to heaven than almost 
any of tho rest of us. 

Chairman Rieiarps. I know if ho rides on a cloud, I would just as 
soon bo there with him. 

Mr. Hays. You cannot learn enough of these problems, Mr. Chair- 
man, without getting altitude. You have to have a viow of the 
whofe landscape. . 

Chairman Ricuarps. What did Mr. Lanham say when I accused 
you of cloud riding? ; 

Mr. Hays. Modesty forbids my saying, but ho stuck up for me. 

_Mr. Vorys. As our chairman said, as a good Baptist ho may. have 
his head in tho clouds, but ho has his fect in the water. 

Chairman Ricuanrps. That would not do him any good unless he 
goes all the way under. ; : 

Mr. Keating, I just want to ask one question: You do not think 
ae although you served in the Army as a general, you qualify as a 

rass hat 
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Mr. Keatina. No. One-star generals are a dime a dozen and 

ge remis cheaper than that. ; 
~Chairman Rtcnarvs. Thank you very much, sir. We appreciate 

your testimony. 

Mr. Keatina. I appreciate tho privilege of appearing before your 
distinguished and hard-working committee. 

Chairman Ricyarps. The next witness is Mra. Allen C. G. Mitchell, 
of the Leaguo of Women Voters. 

Mrs. Mitchell, will you havo a seat, please? Have you a prepared 
statement? 


STATEMENT OF MRS. ALLEN 0. G. MITCHELL, A DIRECTOR OF 
THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES 


_ Mrs. Mircneny. Mr. Chairman, I have a short prepared statement, 
and I would be very glad if the commilteo would interrupt me at 
any time to answer questions, or afterward. 

hairman Ricnanps. Would you Jike to place your statement in 
the record and then have discussion? We have not had an oppor- 
tunity to read it yet. 

aes Mrrenecy. I think I would rather read it, if that is all right 
with you. - 

I would like to add just one word, though: Wo are very much 
aware of how much time you gentlemen have spent hearing experts, 
and we have the feeling that the main way that we in the Leaguo of 
Women Voters can be of assistance to you is to give you a bird’s-cye 
view, you might say, of public opinion as we seo it reflected in our 
membership. 

First, I would like to say a word about our organization to give 
you a briefidea ofthe group. Jtis a nonpartisan organization dovoted 
to developing informed, and active citizens, Wo now have over 
100,000 mambers, organized in 764 communities, in 43 States. 

Tho league is supporting a program of economic and militery 
assistance to other countries because we believe such a program to be 
basic to the present and futuro security of the United States. In 
particular, tho leaguo has given sustained attention to the North 
Atlantic Treaty Organization, the European recovery program, anid 
assistance to underdeveloped countries by the United States and the 
United Nations. : 

We ouM like to seo these three programs included in the bill 
which this committee will write. I should like to speak briefly first 
about NATO and ERP, and then at more length about aid to under- 
developed countries which our members beliove should be emphasized 
at this time. 

1. The League of Women Voters supports tho North Atlantic 
analy: and that support is based on our conviction that collective 
security offers the best chance fora tasting peace. We have supportcil 
this rey since 1949 when it became’ evident that efforts in the 
be oo. ations to create an offective security system were being 

oc 


We regard the pesty &8 8 necessary expedient and ple pletentaly 
3 


thé United Nations, but by no mean$ a gubstitute. In April, at our 


-national council, the delegates again discussed collective security 


} 

problems. We favor the strengthening of the North Atlantic Treaty 
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Organization and supplying it with the necessary materials to enablo 
the metuber countries to build and coordinate their defense effort. 

2. The league endorsed the European recovery program in 1048 
after prolonged discussion of the risks and costs involved. The evi- 
dence shows that the hopes of the program were realized beyond most 
expectations, 

ixclusive of the accomplishments in the realm of industrial aud 
agricultural production and increase in trade there are other favorablo 
outcomes, The European recovery program has inspired the member 
nations to take bold steps toward tho integration of their cconomics 
and toward closer political cooperation. Tho Organization of Euro- 
pean Economic Cooperation, the Strasbourg assembly, the Schuman 
plan, the Eurapean Payments Union, as well as proposals for n Euro- 
pean anny represent significant advances toward a Europe capable of 
supporting and defending itself. 

1 western European nations, however, have not progressed in 
their recovery at the same rate, In some nations production still lags 
and the balance of payments problem is acute. Also, the livin 
standard is still so low that many of the people remain discontentec 
and ire susceptible to totalitarian doctrines which seem to promise 
relief. 

The existence of such problems warrants continued United States 
participation in European recovery. These nations now have the 
added burden of rearming to defend themselves against possible 
aggression. Without continued United States help, European nations 
would seriously jeoparcize the economic strength brought about by 
their labor in the last few vears. 

Tho Leaguo of Women Voters, therefore, urges Congress to continue 
adequate appropriations for economic aid to Western European 
nations. 

3. In tho past 2 years the league has given much attention to the 
acute problems of underdeveloped countries, particularly their effect 
on the immediate security of the United States as well as our longer 
range plans for peace. 

At our last convention in 1950, one of the three national issucs 
chosen for concentrated attention was— 
the oxpansion of world trade and International economic developinent with 
maximum use of United Nations agencies, 

More recently at this pear's council meeting the delegates wero 
outspoken in reporting widespread support among the league member- 
ship for technical assistance to underdeveloped countries. 

he support among our membership for this program of assistance 
to the underdoveloped nations is so great that I am including a fow 
quotations from local leagues. . 

From Peterboro, N. H.: 

The Peterboro league heartily endorses the point 4 program. It does not want to 
see the long-range objectives lost sight of {n the defense crisis. It felt that the 

chological vafuc was as great as the atratcgic materials value if they must be 

anced against each other. 

The league belleves— 

T am still quoting the Peterboro, N. H., leaguo— 


that in spite of difficultics and complications due to the defense effort, the program 
should be carried out for the benefit of the peoplea in the underdeveloped areas 
and in the hope that [t will further the peace effort. 
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This is one from Lancaster, Pa.: 
We feel strongly that a really bold and imaginative point 4 program is the most 

‘Important challenge facing us. By far the strongest feeling— 
that is what camo out of the debate in this league— 

‘was that the military ald program should not be allowed to disrupt economic 
recovery In Europe and that a strong point 4 program is the best containment 

‘polfey in Asia. ’ 

From Yellow Springs, Ohio: 

- We believe that conditions in backward areas are an ever-increasing danger to 

_world peace and would be so even if Russian imperialism should somehow dis- 
appear, Therefore, we feel that point 4 cannot wait until the emergency is over, 

-but must be pushed {mmediately and vigorously. 

' Yellow Springs members are strongly in favor of our promoting the 
point 4 program largely by appropriating funds to be administered 
through the UN. 

We support wholeheartedly maximum use of United Nations agencies. 


From Pasadena, Calif.: 


At a time when military measurea are receiving primary consideration, we 
“believe it §s the league's function to emphasize the importance of {nternational 
economlie development as a means of promoting world stability. 


From St. Louis, Mo.: 

. Atamembers’ meeting in March, our league voted to ask national to be on the 
Watch for point 4 legislation, and to support ft in every way possible. 

- J have another one that is included here, testimony from Stillwater, 
Okla. And if you would like more, to give you an impression of the 
-opinion from other regions, We would be very glad to givo them to you. 
: But I think that gives you an idea how publio opinion is ru as 
we seo it from our office. This whole international economic develop- 
-Ment program makes sense to our members. I am on page 4 now. 
I am cutting a little bit in view of the lateness. 

. pc einmen Richarps. Those were the impressions you were talking 
about : 

Mrs. Mircaece. They were the impressions, and I thought in 
inserting them you would like to have them in the words of the peoplo 
a8 we got it in our office. ; 

‘ Now I will just continue with the prepared text on pago 4, tho 
second paragraph. : : 

This program makes eense to our members and we believe it has 

‘also caught the imagination of the American peoplo. We agree 
strongly with the view expressed in the Rockefeller report, Partners 
‘in Progress, that the United States can no longer assure its own 
security with means found here at home. We need tho under- 
déveloped countries, both economically and politically, and the 
peoples of those countries are anxious for a chance to help themselves. 
‘ We believe the United States should seize this opportunity’ for a 
‘mutually beneficial program. Such a program offers hope to the 
people of the United States, and, we would like also to point out, to 
the people of the free world, that we can in due course copo with 
our world-wide economic problems before wa are overcome by internal 
or external attack or by the strain of arming against attack. — 

; Communism has arene by exploiting the very real conditions of 
want which exist for the vast majority of people in the underdeveloped 
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countries and for the sizable group of underprivileged in certain 
developed countries such as France and Italy. The sound way to 
combat the Communist advance is for the free world to meet it 
squarely with a positive program to cut the ground from under its feet. 

Fortunately, tho free world already has a successful start on such 
& positive program through tho activities of the United Nations and 
its specialized agencics, the United States point 4 program, and the 
Columbo program of the Commonwealth. 

We have lcarned through experience with tho Europcan recovery 
program and in Latin America how to apply the techniques of mutual 
aid and self-help so that the contribution we make in personnel and 
in dollars can result in lasting benefits. 

Tho technical assistance program is ono that allows those who have 
skills and who have profited from the atmosphere of a free society 
to share those skills with others who have not had those opportunities. 

Tho league is concerned that the technical-assistance program go 
forward as much as possible through tho United Nations. Wo realize 
some of the limitations of the program progressing on a multilateral 
scale, but tho League believes that the advantages outweigh the dis- 
advantages. 

Maximum use of the United Nations is efficient uso of American 
monoy as if means sharing with other countries the burden of pro- 
viding funcs, equipment, technicians, and training facilities. Maxi- 
mum uso of the United Nations also has the advantago of counter- 
acting the deep fear of recipient countrics of exploitation by the 
economically developed countries. 

Tho Congress and those who administer technical-aid programs 
should look with foresight to the increased use of the United Nations 
in carrying out these programs. It is gratifying that the rehabilitation 
programs for Korea and the Arab refugoes are to be carried out 
through tho United Nations. I emphasize the United Nations because 
tho league ‘belioves that the foundation of American foreign policy 
lies in supporting and strengthening the UN whenever wo can, and 
that without such an international body there is little possibility of 
maintaining international order. 

Our success in maintaining the rearmament effort over the necessary 
period of years will depend directly on the success of economic effort 
of the free world. Furthermore, not only the rearmament effort but 
the present and future prosperity of the industrialized regions depends 
on the markets and raw materials of the underdeveloped regions, which 
are in turn dependent on us. 

We sce tho interrelationsnip of these programs to the extent that 
ono cannot succeed without the fulfillment of the other two. 

One of the most difficult questions which the Congress must face in 
connection with this mutual security legislation is what is a sound 
division of funds and materials between tho arms program and cco- 
nomic program. We fear there may be a tendency to sacrifice eco- 
nomic aid to the more obvious needs for military aid. We believe 
this would be short-sighted and in the long run perhaps disastrous. 
The importance of economic aid has been expressed by our members 
again and again, so J want to emphasize it to the committee. 

The League is well aware of the strains which the rearmament 
effort is putting on the American economy with the consequent 
danger of inflation. In the modern world the price level is not merely 
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a domestic concern. Inflation hore produces repercussions throughout 
the free world. 

Our members havo been active in urging the Executive and tho 
Congress to support a firm program (to control inflation, particularly 
stressing the necd for a pay-as-we-go tax program, credit controls, and 
reductions in nonessential Government expenditures. 

At the same timo we are convinced that the United States must 
continue to fulfill its collective security obligations under the United 
Nations Charter and such regional agreements as the North Atlantic 

aty, 

In the long run, a collective system of defense will be less costly to 
tho United States, as well as offering the world its best chance of 
aleterring aggression. 

In summary, tho League of Women Voters is supporting military 
aid to implement the North Atlantic Treaty, continuance of tho 
European recovery program, and assistance to underdeveloped coun- 
tries; and we are emphasizing the importance of the economic assist- 
ance and full use of United Nations agencies wherever possible. 

We belicvo that the goal of world peace is to bo won only through 
cooperative effort, and wo aro convinced that American leadership is 
imperative if this cooperative effort is to succceil. 

‘inally, we know that the United States leadership is the responsi- 
bility of every American citizen, Tho League of Women Voters, a 
citizens’ organization, is concerned with the Government's role in 
national and international affairs, assures the Congress of its active 
and concerted support for theso three programs of United States 
foreign policy. We ask that tho bill which your committee reports 
mako adequate authorization for their support. 

Chairman Ricuarvs. Thank you very much, Mra. Mitchell. You 
lave not only given us some good advice in the foreign-aid program, 
but in other aspects of this problem. We appreciate your coming 
before us. ; 

Aro there any questions from the members of the committee? Mr. 


hiperfic . 
ne r CutrerFietp. No questions. Thank you for your statement, 
though. 

Chairman Ricitarps. Thank you very much, Mrs. Mitchell. 

Mr. Buntrson. I would like to say it is nice to sce you again, Mrs. 
Mitchell. Although we have no one from your State on our cohunittee, 
1 have spent some time around the university at Bloomington. 

Mrs. Mitcirty, Wo have a very active league in Texas. 

Chairman Ricuarps. They join everything in Texes. 

Mr. Battie. May I ask one question? Did J understand you, 
Mrs. Mitchell, to say that the Leaguo of Women Votors is willing to 
pay higher taxcs in order (o support some of these worthy programs? 

Mrs. Mitcnetu. Yes, I think wo have a pretty good understanding 
as to some of the impfications of the inflation program. We have 
had discussion groups, literally hundreds of them, throughout the 
country, which have gono into tho detail of tho relationship of taxea 
to inflation. 

I think I can honestly assure you that our members understand that, 
and feel in the long run they would benefit niore by paying the taxes 
than paying for the increased defenso cost. 

‘Mr. Barrie, My ladies in Alabama know all about that? 
! 
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ae Mitcusse. If they are members of my organization, I think 
they do. 

hairman Ricuarps. I think the women understand the necessity 
of doing that a lot more than the men. If the ladies in Alabama do 


not know anything about your program, I wish you would inform 


them. ‘Thank you very much. ; 
_ ‘The next witness is Mr. Lynn, of the American Farm Bureau 
Federation. 


STATEMENT OF JOHN 0. LYNN, ASSOCIATE DIRECTOR OF WASH- 
INGTON OFFICE, AMERICAN FARM BUREAU FEDERATION 


Mr. Lysxx. IT would like permission to have Mr. Gwynn Garnett 
come up and bo with me. 

Chairman Ricwaros. Mr. Garnett, will you come over? I do not 
believe Mr. Garnett was listed as a witness tonight. What is your 
position with the Farm Bureau? 

Mr. Lynn. I am associato director of the Washington office of tho 
American Farm Bureau Federation. 

Mr. Mansrirnp. May I ask if Mr. Garnett is going to make tho 
opening statement for both of you? 

Mr. Lyxvx. I will mako the statement. 

Chairman Ricuarps. I notice you have a pretty long statement, 
and that. you have a great many figures there. We would love to have 
them in the record, but I do not believe I would go over all of them. 

Mr. Lynx. With your permission—I know you aro pressed for 
time—we would be pleased to brief tho statement orally and file it 
for the record. 

Chairman Ricnarps. Without objection, that will be done. 

Mr. Lynx. Communist imperialism has divided the world and 
jeopardized not only our peaco, but also our way of life. During theso 
critical times, major foreign policy decisions must be made. It these 
decisions are to bo well founded and if they are to endure, they must 
come from the people. Wo all must put forth the maximum effort 
to insure that the averago citizen has a basic understanding of the 
fundamentals of the economic and political problems that will in- 
sense the formation of our long-range economic development program 
abroatl. 

‘This statement will outline briefly tho long-considered policy of the 
American Farm Bureau Federation as developed and expr by the 
1,449,000 member farm familics. Time will not permit a discussion of 
the democratic processes by which these policies were developed and 
adopted; however, wo should add that our membership refiects a 
broad basic understanding of some of the fundamental problems 
facing America in both domestic and foreign policy. Farm Bureau is 
pledged to a continued development of this understanding through tho 
cdlucational process. 

A foreign-aict program of the magnitude under consideration by this 
committee must bo most carefully considered and both its foreign 
and domestic effects appraised. The immediato futuro is, of course, 
of great. importance to all of us, but so also is tho direction taken. 
After all, this has implications for the indefinite future. Therefore, 
the progra » at tho outset, must be sound. Witheut criticism of the 
past, it should incorporate tho lessons learned from operating past 
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United States foreign-aid programs. From this point of viow—and 
the whole of the American Farm Bureau policy regarding foreign aid, 
ag well as inflation control—wo believe it useful to attempt to set 
forth the objectives of United States foreign aid as clearly as wo are 
able. 

The following objectives must be achieved through mutual and 
cooperativo efforts of nations joined together in common purpose, with 
United States exercising the leadership: 

1, To build quickly sufficient military defense together with friendly 
nations to protect the anti-Communist bloc against aggression and 
even against the fear of such aggression in order to creato conditions 
of confidence in the future, | 

2. To bring some immediate improvement of living standards and 
a hope for still better food, education, and medical care. 

3. To achieve a great expansion in the capacity for producing food 
and consumer and services to provide improved living, dircctly 
and through international trade. 

4. To show real evidence of progress in governmental undertakings 
within cooperating nations in order to expand both human rights and 
opportunity for individual citizens. 

5. To accomplish theso vast undertakings without destroying or 
impairing the stability of the United States economy, the economic 
system, or the free institutions of the United States. 

Tho farm-family celegates expressed very clearly through resolu- 
tions in December 1950 some basic principles, quoted in part below: 


Now United States programs are needed to strengthen the free nations, but 
not without a review of our.objectives in world affairs and our capabilities to 
achieve them. Our foreign affairs have reached a stage when mafor policy de- 
cisions must be made. The time has come for our Nation to formulate compre- 
hensive dynamic foreign policy for a long period, founded on public understand- 
ing, and thus provide the standard to rally all free peoples. 

e burden of our foreign policy must be borne by a positive sound program of 
international economic aboration for raising the standards of living of ail 
ree peoples and for the support of our common defenses * * * Qur foreign 
policy must capitalize our unexcelled ability to retse atandards of living, and thus 
give aubstance and hope to those who might otherwise give way to commu- 
nism ® * * Therefore, the essence of our foreign economle programs must 
be collaboration, self-help, and mutual ald among cooperating nations * * * 

It b recognized that {n the national Interests and in the Interest of the com- 
munity of free nationa, the United States will be required to provide ald to weaker 
nations. Wo should never lose sight of the fact, however, that great human and 
nataral resources exist in other free countries. Our own resources are being 
strained to the point which could Ize our economfe structure, while in 
other free nations great manpower resources are underemployed. Our ald, 
therefore, Insofar as possible, must assure increasing production of essential raw 
materials and productivity of nations that cooperate with us, and each nation in 
torn must make ite maximum contribution to the common economie and military 


Cur foreign aid should be based on the principle that all ald should be paid for 
with whatever the recipient can beet contribute to the common welfare, over a 
period which will avoid undue weakening of the recipient * * * - 

The United States should state pre ulsitea for economle, political, and 
mill strength as conditions to United Btates ald. If we have not tho courage 
to 6 such conditions and “would-be” recipients bave not the strength to 
comply then we commit ourselves without Iimit—a commitment the acceptance 
of ch could destroy us e 0 ¢, . 

' We'reaffirm our support for continuing ald to Europe * * ¢, 

. All e¢onomic ald should be given as a loan re je in goods, earned dollars, 
or botal eurreniey to the account of the United States. Buch local currencies 
accepted should exclusively for roeeting other United States foreign 
éommitments wherever possible for new and addi jona) productive capacity, for 


’ 
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modernization of existing capacity, for education and Information, for national 
defense, and for the development of underdeveloped areas * * %, 

All United States foreign aid programs should be administered through a single 
independent agency * * %, 

There are eight distinct and interrelated principles expressed in 
American Farm Bureau Federation policies dealing with forcign eco- 
nomic development, as follows: 

1. The needs of the non-Communist world must be related to the 
resources of the non-Communist world and no longer to United States 
resources alone. Our resources are limited. We need help to pre- 
serve our strength, stability, and capacity to help other nations. 
There must be a cooperative endeavor among nations to raise living 
standards. This requires the introduction of new procedures to en- 
able countries who receive our aid to provide aid, in turn, to still other 
countries, thus multiplying the effects of our assistance in licu of the 
United States supplying direct aid in all instances to all participat- 
ing countrics. Ways must be found to supply aid to needy countries 
on 8 multilateral basis, with all cooperating nations contributing. 

2. This multilateral relating of non-Communist resources to need 
among non-Communist nations must be effected largely through de- 
veloping and expanding multilateral paxets international trade on a 
sound and permanent basis. This will require a reduction of customs 
barriers and a freeing of trade from currency and quantitative restric- 
tions among cooperating nations—a closer economic integration. 
{Seo appendix 1.) We believe that many of these items could have 
been procured through trade within Europe. With tho proper utili- 
zation of counterpart funds the United States could have facilitated 
this trade. Wo ask the members of this committeo to study this list 
and we believe you will determine that many of these items could 
havo been purchased with local currencies within Europe or elsewhere 
without overtaxing the resources of the United States. 

In appendix III we have copied from the proposal now under con- 
sideration by this committes and have made some observations apply- 
ing the principles set forth in this statement to the proposed Mutu 
Security Program. 

3. Tremendous capital investments must be made in military and 
civilian productive capacity throughout the free world on a scale 
hitherto unknown, if United States objectives are to be reached in 
time. Steps must be taken to create conditions similar to those that 
attracted huge private capital investments to develop this eae and 
which made it possible for us to create the highest standard of living 
in the world and which, at the same time, made the world’s greatest 
contribution to tho standards of living of other nations through private 
international trade. Our aid must be the “pump primer” for in- 
creasing investment in productive capacity in cooperating countries 
es 4 basis of world trade and to effectuate that trade. 

4, The principal means for the multiplication of our foreign economic 
aid lies in the judicious and businesslike use of counterpart funds. 
We propose the use of counterpart funds much different from current 
pee We recommend that countries receiving United States aid 

¢ required to deposit counterpart funds to the account of the United 

States for the full commensurate cost of the goods received. Such 

i‘ the key to ever-expanding national economies and international 
6. 
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The funds of this account could bo utilized only as might be agreed 
upon by the recipient and the United States for one or more of the 
following iy pose (a) To help increase food and general economic 
production, (6) to help develop the Nation’s resources and exportable 
creativeness so as to pay in normal international trade for increasing 
imports to faisé standards of living, (c) to pay for such commodities 
and/or matériel ‘as aro available or may be made available in tho. 
country and are needed to cover United States needs or commitments 
of aid including matériel to other cooperating nations, and (d) to 
pay for Boots or materials transferred for export to the United States 
or stockpiling or other purposes which aro required by the United 
States as a result of deficiencies or potential deficiencies in its own 
resources, providing that the recipient undertake to export to the 
United States or other SoOpeTR es nations a sufficient part of the 
additional production made possible by such investments so as to 
repay the aid advanced within a period of years. ; 

To avoid any danger of the charge that we are interfering unduly 
with the economies of participating countries, provisions should be 
made whereby any country may elect to convert its aid obligations to 
loans repayable in earned dollars, materials, or services whenever it 
wishes to do so. ‘(See appendix II.) The purpose of ECA, as an- 
nounced many times, is to cover only dollar shortages. Here in- 
appendix II we give you a statement copied from the TondonEcono- 
mist illustrating that this is not always tho case. We believe this 
type of action greatly impairs the confidence within the cooperatin 
countries, since our operations are quite different from our announcec 
intentions. We raise this question: Are wharves for Borneo a 
legitimate part of dollar snorneS We would point out that the 
Scandinavian countries are greatly dependent upon exports of lumber 
products. 


Our proposal r ‘ 
States aid would be extended as an advance to beneficiary nations, 
hus cresting an obligation for an equivalent export of some product 
to the 


foreign aid program, ve belive that all United States foreign aid and 
cluding military muaterie’ |, wecbuia! assistance, 


hin congressional limitations to deal with friendly nations entitled 
rble under eon lions defined by the Cenere 
that this ; ines, age yould have administrative rosponsibility for 
ons stich 

ordinating respons 
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Tho objective of this agency’s operations would be to make new 
dollar appropriations a last resort for meeting United States foreign 
coinmitments in creating productivity throughout the free world as o 
basis for sound and enduring trade for improved living. ‘The opera- 
tion would not jeopardize the sovereignty or independence of cooperat- 
ing nations and would encourage a maximum of privato business enter- 

rise 


We feel that such coordination would concentrate our bargaining 
power for atlacking tho causes of communism, and only through such 
Su ngency can the resources of cooperating nations be equated to their 
needs and not to ours atone. 

6. Technical assistance: Tho economically underdeveloped areas 
are highly susceptible to Communist propaganda and subversion, 
which oxploit discontont over prevailing low standards of Jiving. _Fail- 
uro in these countries to show economic propre and the inability of 
freo governments to find some way to start building an effective and 
dynamic structure, at best sap the resolution of these countries to pro- 
tect their freedom and in some instances threaten to destroy the very 
foundations of national unity. A strong sound technical assistance 
program is perhaps the most effective means to correct these dangers. 

e therefore fully support such a program. 

Tanks, guns, and planes become obsolete after a very short time, 
but idcas through tho educational process never become outinoded. 
Therefore, we believe that the main effort of our forcign-aid program 
and our foreign economic policy must bo directed toward the utiliza- 
tion of our skills and technical know-how in a well thought-out inte- 
grated educational program, to teach people how to do things better 
As to provide an opportunity for the people to improve standards of 

iving. 

Tis is particularly truc in the so-called underdeveloped areas that 
wo think of as being concentrated primarily in southeast Asia. Wo 
already have many experiences on which to draw in formulating this 
program. We would emphasize the need for better coordination in 
our technical assistance effort. Again this technical assistance pro- 
gram can bo accomplished with a huge saving in expenditure of dollar 
resources. We beliove that with the proper use of counterpart funds 
as outlined in this statement, our efforts in technical assistance can bo 
mullet’ many times over. 

7. United States respect among cooperating nations will be influ- 
enced greatly by our leadership in stating tho objectives and pre- 
requisites for cooperation. Wo must demand that each cooperatin 
country attack tho want, misery, social inequalities, and lack o 
opportunities which breed communism. A multt-billion-dollar aid pro- 

am backed by the United States military security, and private and 

imited Government investments would give us 4 strategic position 
from which to press these demands with firmness, yet without en- 
cronshing upon the sovercignty of cooperating nations. It would give 
us the offensive by adopting a progtam with a powerful appeal to 
peoples both before and behind the tron curtain. If we have not. the 
courage to make such conditions and ‘would be” recipients have not 
the strength to comply, thon we commit ourselves without limit—a 
commitment the acceptance of which could destroy us. 

For those nations desiring assistanco we should provide the means 
by which they may collaborate among themselves, and cach in turn 
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aid woaker member nations. Each should carnestly seck to raiso tho 

standards of living by increasing production for tho benefit of all. 

To fully capitalize the potontial benefits wo must make our position 

crystal clear to tho world so that those nations who clect to cooperate 

with us will know whore they stand, what they must do, and what to 
exper. Tho United States should stato preroquisites for economic 
political, and military achiovoments as conditions to tho United 
tates, aid. (Seo appondix IV.) Thore must bo 6 universal attack 
agatast the conditions which encourage tho spread of communism. 

- 8, Now tho last of theso propositions, Mr. Chairman, already has 
been alluded to, but it deserves still further consideration; i. 0., our 
aid must be given in such a way as to achieve our forcign objectives 
without destroying or impairing our own economy, our oconomic sys- 
tem, or our freo institutions, It is our economic strongth and sta- 
bility—our free institulions—that buttress the hopo of freo and 
would-be frea pcoplos around the world. Tho soul of our Nation and 
-ite strongth is the froe-choico and opportunity system with a maxi- 
mum of freo prices, private onterprise, and a sound currency. Those 
must be protected in ordor to proservoe tho source of strongth. We 
could lose oursolves whilo trying to savo othora. 

To briefly summarize, we recommend: : 

(1) That tho resources of tho non-Communist nations bo related to 
the necds of the non-Communist world and not solely to tho resources 
of the United States. This has been illustrated in tho oxamplos 
referred to in this statement. ; 

(2) That, in future aid progvars where loans or grants aro involved, 
the country secetving this aid should doposit counterpart funds to 
the account of tho United States equivalent to tho dollar cost of the 
goods or moncy furnished. Funds in this account of the United States 
would be used in agreement with tho recipient country in developing 
its resources-and productivity out of which tho aid advanced woul 
be repaid cither by exports to the United States or to cover United 
States commitments to other nations. ; 

(3) That all foreign-aid programs be under tho diroction of a single 
Government agency; this agency to havo administrative responsibility 
for somo of tho functions outlined, and coordinating responsibility for 


others. 

(4) That tho United States should state prerequisites for economic, 
pet and military achisvement as conditions to United States aid. 

e should not continue to furnish aid to nations for the perpetuation 
of policies and schemes that are not directed at the economic improve- 
ment of the nation. The example of the recont agreement with the 
ee should bo used as a pattern for all countrics in this con- 
nection. 

. (8) The technical assistance program should bo the heart and foun- 
dation of our foreign-aid program. Wo should draw on our, past 
experiences in operating these p ms and concentrate on. simple 
improvements to achieve a balanced economy within tho capabilities 
of each cooperating country. 

sd Barra but not least, wo must protect our own economy and 
free institutions. Our aid must be givon in such a way as to achiovo 
our foreign objectives without destroyitg or impairing our own 
economy. ° aaa ; 
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Wo hopo that the committee will tako into consideration the princi- 
plos stated above. Tho American Farm Bureau Federation is pro- 
pared to offer legislation and/or amendnients to accomplish these 
objectives. Wo beliovo that by following these recommendations, 
tho samo or greater quantitics of aid may bo provided at much less 
dollar cost. 

Tho above principles developed by tho American Farm Bureau 
Federation aro designed to mutually protect and strongthen tho econ- 
omics and defenses of the nations of tho free world on a sound and 
enduring basis. We beliove that through these principles, aggres- 
sively implomonted, the conditions of a Insting peace can be created. 

(Tho appendixes referred to follow:) 


Arprrennix I 


Procurement authorizations in the United States and posscasions for ECA 
countries announced July 2 and 5, 1951; 


Austria: Thews. of dot: 
Coal and related fuels... 2.2.0.2 - ee eee ee ee ec ee erence wewennecee 1,070 
Construction, mining, and conveying equipment...... wen ec eens eee 435 
Gencrators, motors, and metalwork inachinery........... aacesee . 342 
Synthetlo rubber and products... 222... ee cee eww cen ence seen 200 

Betgium-Luxemburg: . 

Motor vehlie engines, and parts... ee ce cece cc cece eeccccee 2, 237 
Tractors, wheel and track. . 2. 22. ccc cece cece ccc ccccccrccrccee 1,000 
Iron and atee) materials... 2.2... ncec an wnenee we eceweeeenes -- 200 
Medicinal and pharmaceutleals... 2... cece ence en nccccccee wees 200 
Tractor parts and used wheel tractors... 2.22... -e ence ence anaes 50 
Agricultural equipment weneecces wo awe c ee ce cena wesaconcenscecce 0 

Denmark: Raw cotton .2 20.02. c cece cece ceca nccccccsnncccccanseves 1, 468 
ce! 

Raw Coun... 2. cece een eee c cen n cee an cence ecesnenescces 17, 785 
‘obacco.......-. oe cece newman ance ec enntcenececweee weewencnee 

Alcohol... 22.2222 scene enn cnccnencecencncccecces eee awennes - 

Coal and related fucla.. 2... ween cece cen ncncnccanae ons 34 

Chem! and preparations.........00-0cecccccncccccccccccccen 133 

rmany? 
TODA000. 22 2 nee enn cece cence ccc cwccenee ee necccccene --- 98,000 
Paper bagu. 2... ae cece cc ccc ccc cn ccc cece ncccnccccccucnes «ee. 5,000 
ee Kael Itural oqui t, oxoopt tracto 250 

gricultu ulpmen TB wm cccnnncnee ee ecconscee 

Copper and on per roducta.. wwe ew ccc sncaccccsces oeoweccnes ween 185 

Miscellaneous Industrial matorials. 2.0.2... cee eee ene eerwcnee as 100 

Equipment and machines for ignite minea.......... oc ecenasacees 100 

Tadustrial chemicals. « --- esacesaees san naccnecnvnces ea ccnccccee 100 
ulp, paper, UCUS. coe eee e eee nee nceeene seeee 

Vehicles, engines, and PATER. 0 eee cere ween eeeeese 500 

Pesticides oo Oa coat rene nc en enna acer cneencenaccenanceuenceens 1, 166 

nd: 

Machinea, equipment, motors for nitrogen plant........ oeewmeceee 

Industrial, mining machinery and equipmont......-...s.-eceeee o- 35 

Treland: 

° seen eet tees eset seo eeeaee eases se Beeuneune easeatanoeesanesn 1,696 
Grala sorghums. .. 2.0... ence cee eee e rece ecceneeenne peeeene --- 1,000 
Yindustrial machinery, including offico. . 2.2... n ene eneceeecees 6,045 
Pulp, paper ev ecencacecae peewee nc ccc meee ccc c cen etccsancence '. 
Metalworking machinery and machino tools.....2......0ceeeenene 3, 637 
Cotton... ence ec eee c ects cece cece tenet en eneccencescnecs 1,025 
Electrical apparatus... .........2-056 ecuaee wcenene eannee weccece 1,458 
Constructlon, mining, conveying, motalworking, industrial.......... 868 
8 nthotlo rubber. 2... ccc nc cc cnnccc saccccscucececses ae eoep eeeaee 567 
omicals and preparations...........0« we cece sc eeneecncnaccene 66 
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Ttaly—Continued Thous. of dot. 
Coal and related fucls. 5 o.cc0c ec cccc sen cee cca neccccbecsdecusecs 1, 800 
Copper and copper peccuets 
Tamber and sawmill... 2.202220 eee een eee neces 


Nontmetalllo minerals... . 
Cotlonan.: 2265033 eek ec tee 


Sweden: 


Nonmetalile minerals ex petral.... 222.22 eee ween 500 
Crudo off and products... 2-2-2 20-2 eee eee eee eee eee een 500 
‘Industrial machinery and olfice...-. 2... -2 ee ce ewe ee nee eee 300 
Turkey: ... 
Agricultural equipment, excluding tractors.....-.....-.----..--..- 5, 567 
Medicinal and pharmaccuticals (1il.). 20-2222. ee eee eee eee 1, 136 
‘Textile products and wearing anya (Miil:)2.5o.<cedok cebeeececse. 1, 139 
Rubber and rubber products (inil.).-. 222-2 ee ee eee eee 143 
Tractor parts and used wheel tractors.....-222...2--. 6-6-2 e- eee 1, 540 
Posticldea.. cc soo. cnc ccece cecas cnc cem eed oeceseseobeslececccecs §, 142 
Motor vehicles, engines, and parts...... 2.2.2.0. nee e eee ee ween 600 
Rubber and products. 2. 2.2 2 eee ee ee ee ew nee ee nnee 424 
Electrical apparatus and technical services for coal inine............ 411 
Lumber and sawmill products.......----- 2-2-2 eee eee eee ee eee eee 1, 000 
Miscellaneous miniug, industrial, and sctentific cquipment.......... Be 
Motor vehicles..3. cceceec sete seccces eneteleweccdesae sscewee 500 
wheel tractom. <<. conn eee cee sees See cece shee adees cece 
Tin plate and terneplate.... 2222-22-22 eee en ee ee eee ene 600 
Newsprint. < cece. cose ssesceelecesns : 
Fggs in shell.......---..---- 
Textilo producta.........---. 


Iron and steet-mill materials. . 
Tractors, track and wheel... 


Live farm animals...........-..-----..-------- 
Crudo oil and petroleum products 
United Kingdom: Tobacco... 2... 2.22 ee nee nn ee een econ ee 
Yugoslavia: : 
Raw cotton... ........--...--- 20. e en ee pecntetesseascet st Soeeeoy 613 
Iron and ateet-mill materials and products. .........---.----..---- 1, 567 
Chemicals and preparations............--.-..--.--2-. veeotieudasle 900 
Hides and skina faec ws ooo oad ses Soe taes eseeeeceiswe cee ses 600 
extile products... ~~~ oo. e eee enw ne eee nee cenencee 334 
Semifinished steel, aluminum and products.............-..-.-22.06 480 
Medicinal and pharmaceuticals. ...-..-..-..----- 22-2 e seen ee enee 231 
Tin plate and terneplate.........2202 2222-22 eee een eee eee ene 220 
Flax fiber: 2025042 2s ee oes Sse eo Sse eet awe etek 135 
Nickel and alloy products... 2.22222. .2 22 eee eee ee eee een ee 100 
ig trons seo ose ski e tek Sete Cotes cok tse eds 38 
INOLWRY?: TODRCCGs 6 inc cee seeoncnn came ewsetee st eteewe wacs wansd sion 700 


: : Aprenpix II - 
[Extract trom the Economist of June 9, 1951, London, England] 


.. The Economie Cooperation Administration has announced a $7.7 miltion grant 
ie the United Kingdom to assist In atrengthenitlg the economics of dependent 
oVerscas territories and facilitating the R uctlon and transport of raw materials 
{h short supply fn those territories. The funds will be used for tho following 
projects: 

i 
A 3 


t ‘ 
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Thoxrends 

of dcliera 

Construction of a rail link In the Gold Coast.............-.-.-..-2---- 1, 400 

Construction of wharves in North Borneo. ......--.-.-------- nia sie ss 952 
Coal devclopment In Nigeria......-.-.-----.--.-- 26-222 eee en eee 4 

Road buitding Tanganyike, Northern Rhodesia, and Nigeria... ... sida ot 4, 100 

Rice development in British Guiana... ..-..-..---------- eee eee ee 621 

Reptacement of ferrica with road bridges in Sierra Leono.-.-...--.------ 210 


Aprenvix Jil 


Exact uses of funds proposed by the administration in its myptual security 
program for fiscal year 1952 are most obscure, Yet there are enough indications 
aniong these to ralse legitimate question as to whether the United States is the 
only nation in which the articles can be produced within the limits of mililary 
and strategic expediency. To the extent this question {s justifiable, there fs 
a question as to the need for new dollar appropriations if the counterpart funds 
are properly used. Following are soinc cxamples: 


EUROPE 


(a) “iy far the largest proportion of the funds requested ($6.3 million) is 
extended for the procurement of tanks, other combat vehicles, modern fighter aire 
craft, some mnine sweepers, and escort vessels. Large amounts are also to be used 
for artillery and fire control, ammunition, motor-transport vehicles, naval and 
Air Force ordnance items, and electronfes equipment of many varictics, Spare 

rts and maintenance equipment needed to keep equipment serviceable for an 
nitial period are also included.” 

(6b) Economie aid (1) to inerease the production of basic materials essentlal to 
military and ceonomic strength in the free world; (2) to pravide technical assist- 
ance designe to raise Ruropean productivity: (3) to pay ocean freight; G4) funds 
to cover United States costs of contributions to UN and its specialized agenecics; 
(5) administrative costs. 

Note.— Hf appendixes Land IT are representative examples of this cconomie aid, 
considerable portions can be covered through the recommended use of counterpart 
funds without appropriating dollars in each case. 

(c)_ Atd for special pur {in OEEC countrics and their dependencica: 

1. To finance exploration and initial development and promotional activities, 

2. To fingnco actual production and shipment and installation of facilities for 
production and shipment in those case where these activitics cannot be financed 

y Import-Export Bank, 


NEAR EAST AND INDEPENDENT COUNTRIES OF NORTH AFRICA 


fa) Military aid of $415 million to continue support of Greek, Turkish, and 
Iranian Armies. 

{4) Economie aid (excluding Grecee and Turkey) of $125 million. The sceurity 
objective in the arca must be to create stability by laying solid foundatious now 
of economic progress and by establishing, now, confidence that further advances 
can be inade. 

(e) $30,000,000 for rcintegrating Arab refugees and direct reticf. 

(Nots.—The necd of dollars to cover the proposed $540 imillion aid under our 
assumed use of counterpart is a reasonable question.) 


e ASIA AND PACIFIC 


(a) To furnish certain major deficiencies {n the armed forces, to provide training 
and packing handling and teansporian. totaling $555 milllon. 

(b) Ald for (1) essential public services such as training in tho fields of agri- 
culture, fisherica, and foreatry; (2) improved medical and sanitation serviccs at 
the village lovel; (3) repair or improvement of essential public works; (4) improve- 
ment of public administration; (5) public health; and (6) needed cconomle support 
of defense efforts. : 

(ce) $112.5 million to Korea. 

(d) UN programs in area. 

Notr.—Total cost $930,000,000—samo basic question, How many new dollars 
are needed if a cooperative multifateral approach {s adopted? 


ee 
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LATIN AMERICA 


(a) $40,000,000 military assistance for rohabllitatlon and maintenance of 
United States equipment on hand, modernisation of naval veesels and tho liko 
ftom non-United States origins and additional equipment to fill matériel shortages 
and training in modern techniques and tactica. 

(6) Technical cooperation to increase production and to overcome weakness in 
economle structure for $22,000,000 

Norts.—Modornising European vessels might possibly be done in European 
currencies if the rooommended use of counterpart were approved. 


. Aprenoix IV 


Exerpt from Foster-Quirino agreement, November 14, 1950, which agreement 
was preliminary to the hillppines becoming eligible to receive assistance: 

“3, The main recommendationa of the report to the President of the United 
States by the economle survey mission to the Philippines ! will be the basis for 
serious and immediate consideration by the Philippine Government {in order to 
attain the objectives mentloned above, and may be considered a practical and 
sound point of departure in working out a program of social, economic and tech- 
nical assistance and cooperation. 

“4, To this end, and conaldering that time Is of essence, the Council of State 
shall forthwith formulate a legislative program of the following measures for 
ptompt consideration by the Congress of the Philippines: . 

“A, Tax legislation of an equitable nature designed to balance the budget and 
bulld up a surplus to gradu ly eliminate previous deficita at the same time to 
help in counteracting Inflatlonary trends. I¢ is estimated that, In order to be able 
to take advantage fully of United States aid, it will be necessary to fix as an 
immediate goal a total of not less than 865 million pesos in tax revenues, It is 
proposed that new and increased taxes go into effect January 1, 1051. 

“B. A minimum-wage law for all agricultural workers as the first step toward 
labor and rural legislat n designed to ralse tho level of wages cs laily In aget- 
cultural areas and to improve the living conditions of agricultural and industrial 


workers, 
. A joint resolution expreasing the general policy of Congress to accelerate 


ae, 
the carrying out by congressfonal enactment of the social reforms and esonomic 
ae at measures fecommended by the economic survey mission to tho 
Excerpt from bilateral agreement between ECA and the Philippines (art. H, 
Undertakings, par, 2) (the recommendations referred to are found {n tho report to 
the Prealdent of the United States by the economic survey mission to the Phillp- 
pines dated October 9, 1950): . 
“9, Initlate and further implement social, economic, and technical programs 
upon the recommendations of the economic survey mission and auch other 
measures as will atrengthen democratic and freo institutions In the Philippines,” 
Mr. Lynn. Mr. Chairman, I would like to say that the American 
Farm Bureau Federation, over tho past 2 years, has given a preat 
deal of study, and I mean down at the county and community level, 
to foreign aid and related programs. , 
A very concentrated effort was mado at our last annual convention, 
and a great deal of time was dovoted to tho development of policies 
that farm people could understand, and that citizens in general coyld 
understand, and that would make this foreign economic policy work. 
I want to say we have made some recommended changes hero that 
are quite different from perhaps anything you havo heard up to now; 
certainly they are different from the way tho programs have been 


operating. 
Pe hee that during tho course of this discussion to prove to you 
that these principles are well thought out and sound. 
Firat, I would like to make this point. We find a great lack of 
understanding among the people down at tho so-called grass roots 


1 Popularly referred (0 as the Bell report. 


t 
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with regard to our aims and objectives; that is, the United States 
aims and objectives in regard to our forcign economic programs, in- 
cluding tho military-aid program. 

We are trying our best to develop that understanding through the 
educational process. We would liko to look at this program not neces- 
any from the short-time point of view, but over a period of years. 
We havo to remember that in this foreign work we will not accom- 
plish these objectives as quickly as a lot of Americans would like to 
seo them accomplished. . 

I asked to have Mr. Garnett up here with me. As the Honorable 
Mr. Keating spent somo timo in Asia, I have had tho pleasure of 
spending 34 years in Europe, and Mr. Garnett has spent 5 years in 

urope working in connection with these prograins: 

We have seen it operate from both ends, which gives one a little 
better perspective. 

Getting down to tho points wo want to make in this statement, 
wo believe that the resources of the non-Communist world must be 
related to tho needs of the non-Communist nations, and not just only 
to tho resources of the United States. 

It has been our observation up to now—this is not true in 100 
percent of the cases—that when a nation necds some material or somo 
assistance of any kind, tho tendency is to call on the United States, 
not only for the dollars, but also for the natural resources, the material, 
bo it wheat, coal, or whatever. 

Gentlemen, our resources are limited. We have tremendous under- 
developed resources in countrics that aro supposed to be on our side 
in this struggle. We havo a proposal here which is the way we think 
these resources might be developed, so that we could get, as Con- 
gressman Keating said a fow moments ago, “somo reverso lend-lcase.” 

In relating these needs of the non-Communist nations to their 
resources, wo would like you to refer bricfly to appendixes 1 and 2 
in this statement. It illustrates what wo mean. 6 havo taken the 
CA announced authorizations and used them. I would liko to add 
in the beginning that this committec knows we have supported from 
the very inception the ECA program. We havo taken tho announced 
procurement authorizations from ECA on July 2 and 5, 1951. 

Wo would like for you to look over the list and sce if there are not 
somo of these items that could have been procured outside of tho 
United States or its possessions. 

Wo realize perfoctly well that there is a lot of pressure—agricullure is 
not completely immuno to that—on various countries and on ECA to 
buy this material in the United States. 

Yo point out, for example, appendix 1, Belgium and Luxemburg, 
iron and steel materials, to be purchased in tho United States of 
America and possessions if you are familiar with tho situation in 
Europe, you know that Belgium and Luxemburg are perhaps the 
most officiont producers of that kind of material in Europe. 

Mr. Cuiperrieto. Do you mind an intorruption, sir? 

Mr. Lynn No, sir. 

Mr. Cuirerricip. But they can get them for free from us and thoy 
vould have to pay Luxemburg and Belgium for it, and that is the 
trouble. 

Mr. Lynn. Thero may be something to that. 
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Mr. Vorys. You say millions of dollars. That would make tho 
first item $1,700,000. 

Mr. Lynn. There are two or three typographical errors here. That 
is thousands. I would like to ask the question, Where did these 
countries procure these materials before World War II, Ict us say? 
Where would be the natural place for Greece to go to buy agricultural 
equipment, industrial chemicals? 1t would be Germany, in my eati- 
mation. Where would be the place for Belgium and Luxemburg to 

o to buy agricultural equipment? It would be Germany or France. 

ou can go right down the list. In Italy, there is the normal source 
of supply for pulp and Paper. | 

What countries in the ECA havo the greatest surplus of pulp and 
paper? It is the Scandinavian countries. We have a shortage here. 

y could not this item have been supplied in Europe without con- 
tinuing to drain our resources? You can go through this whole list 
and raise similar questions. 

I think that is enough to illustrate what we mean. 

Tho next logical question is: How do you propose to go about it? 

We think by the proper uso of the counterpart funds our objectives 
as set forth in this statement can be accomplished in most cases. 

As you gentlemen are well aware, a great part of the aid through 
ECA—I do not know exactly how much—the countries have been 
required to deposit counterpart funds, supposedly, to a joint account 
-of the United States and that country participating. This money 
was supposed to be spent on the agreement between the United States 
representatives and the participating country. 

have firsthand enowiedse primarily in Germany, that the Ger- 
mans have had a gréat deal more to say as to where those counter- 
part funds should go than the Americans have. Mr. Garnett was 
the administrator of the food and agriculture program under Mr. 
McCloy until less than a year ago. He can give you some specific 
-examples in that connection. . 

_ What we propose is that all aid, and we do not mean milita 
material, we mean all economic aid, that the country to which this 
aid is given deposit to the account of the United States, to the credit 
of the United States, local currency equivalent to the value of the 
goods or services furnished. 

Mr. Burteson. May I interrupt there, Mr. Chairman? Did you 

.advocate such a system in the granting of aid to India? 

Mr. Lynn. Yea, sir. 

Mr. Burteson. I do not recall that, 

Mr. Lynn. Yes, sir, we did. e i. 

Mr. Burteson.: You advocated we ask for critical materials, 

“manganese, and so forth? 
r. Lynn. No, sir, counterpart funds to develop those resources. 

Mr. Burteson. But exchange of materials needed in this country— 

_you did not advocate that we put a provision in the bill requiring 

ndia to reciprocate in that respect? ; . 

Mr. Lynn. Not trading wheat for zinc, or anything. We did advo- 

«cate this principle of counterpart funds to be used. 

'Mr. Bur.eson. That was when it was & grant. 

Mr. Lynn. Ours was based on a loan or & grant. 

Chairman Ricsarps. Solely by the United States? 

_Mr. Lynn. No, sir. I would fike to elaborate on that. 


i 
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Mr. Burueson. Excuse me. You did not testify after the Indian 
aid bill was changed from a grant to a loan basis did you? 

Mr. Lynxw. No, sir. 

Mr. Burteson. You testified when it was a grant? 

Mr. Lyxwy. Yes, sir. 

Air. Buntuson. You could not have counterpart funds after it was 
a loan 

Mr. Lyxx. You could, gir. 

Mr. Burteson. We did not figure that out. 

Mr. Lynn. It makes no difference. You take somebody's promise 
to pay on the loan. When the people, using India as an illustration 
in this proposition, when the peasants get their grain, they do not 
get it as a gift, thoy pay their rupees for it. 

What does the Government do with the rupees? What havo some 
of the governments done with local counterpart currency? They have 
balanced their national budget and paid off some of their war debts. 
Wo have a few little problems in that connection hero at home that 
we must consider. 

These counterpart funds would bo spent jointly by the United 
States and the participating country. They would be used for the 
following pur —. 

Chairman Ricuarps. They do that now, They approve the proj- 
ects. The United States has the say-so in it. 

Mr. Lynn. That is pretty complicated. It is not true in every 
case, sir, For example, let us use Germany as an example. We would 
attempt to say, ‘Now, look, we have so many million deutschmarks 
here, counterpart funds. We believe the thing you should do is try 
to increase agriculture production here through an extension service,” 
speaking from the agricultural point of view. 

I submit to you that we worked for 3 years in an attempt to get 

an extension service established by the use of the German share of 
the counterpart funds, but finally we used the 5 percent counterpart 
funds which are ours, which belong to the United States. 
’ Not until the middle of 1950, just prior to the time Mr. Garnett 
left Germany—we are using this as an illustration only—did we succeed 
in getting the Germans to agree to use some of their counterpart funds 
to do these worth-while projects. 

What happened in that case, we found they had included some of 
this money in their budget to be gotten from taxes. As soon as it 
was determined that they must releaso scme counterpart funds 


instead of supplementing what they already planned to do they. 


simply cut it out of their budget and used what we think was our 
legitimate deutschemarks to do what they should have been doing 
with tax money. 

Chairman Ricnarps. I sec what you are talking about. But we 
had to agrce to that. 

Mr. Lynx, We have some more to say about that a little later on. 

Chairman Rictiarps. What do you say about that, Mr. Garnett? 

Mr, Garnett. We could not help ourselves. They have the veto 
power. You have to spend the money in the country, and they can 
“wait us out,” and we have to more or less agree to that. 

Mr. Cutpenrigp. If they have to spend the money in the country, 
how can you use French francs to buy agricultural machinery in 
Germany? 
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a 


968 THE MUTUAL SECURITY PROGRAM 


a Garnett. I think Mr. Lynn is going to cover that in his state- 
ment. 

Mr. Lynn. These counterpart funds would be used for increases 
in food production and economic production, generally, in the country, 
to help develop the nation’s resources, in order to help them get on 
their feet, and, thirdly, to meet other United States’ commitments in 
other countries. 

Let me give you an example of what we mean by that. Last year, 
you remember, when the Yugoslav bill was being considered by tho 
Congress with regard to the grant to Yugoslavia, the Yugoslav mission 
cane ~ us for some help in getting the Congress in the mood to pass 
the bill. 

We asked the Yugoslavs, “You don’t want this as a gift, do you?” 
They said, ‘No, but how else can we do it?” We said, ‘The United 
States needs copper, and a lot of strategic materials, and a lot of 
things we think you have.” 

ey admitted, to make a long story short, they did have some 
undeveloped resources, lead, zinc, and so forth. They said, ‘We need 
$5,000,000 worth of mining machinery in order to develop and expand 
this production. Can you help us get the mining machinery here in 
the United States?” 

We simply asked the question, ‘‘Where did you get it prior to the 
time the United States started helping everyone?” They answered, 
‘We got it from Germany.” . 

We checked further into this thing and found that the companies 
who produced this type of mining machinery were not working at 
full capacity. They needed, and wanted, to make this material. 

We had at that time to the account of the United States with the 
Joint Republic several million deutschemarks in counterpart funds. 
Why would it not be logical to say to these German manufacturers, 
and they work for deutschemarks instead of dollars, “You manu- 
facture and we will pay you out of these counterpart funds for this 
$5,000,000 equivalent of mining machinery. You ship it to Yugo- 
slavia and they, in turn, are going to hip us some strategic materials 
in order that we may replenish our stockpile. 

That is a simple illustration, but we were unable to get other people 
to see the logic, but it would have worked. 

Mr. Hays. My understanding is that is ey the thing that was 
done. I know in looking over what actually happened under the 
Marshall plan aid, you found American cotton going to Italy, makin 
fish neta going to Norway to produce fish that went to Belgium, an 
soon. You start those cycles of trade, and it took this plan to do it. 

What you are describing as an essential part is actually 8 part of the 


an. 

Mr. Lynn. In only a very few cases. ; 

Mr. Hays. You are suggesting we enlarge on it? 

Mr. Lynn. Yes, sir. is cotton-textile manufacturer, that hap- 
pened in Germany, too—— ‘ : 

Mr. Hays. I just used that as an illustration of what went on. 

Mr. Lynn. It was sent to Germany, for example. The German 
economy, if I recall these fi correctly, was to keep 40 percent of 
the finished materials for their own indigenous use, to clothe their 
own people, and export to other countries to meet the United States 


+ 
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commitments, the 60 percent. That is the kind of thing we need 
more of. 

I submit, gentlemen, that has not been done to a very great extent. 
If you look at the trade between western European countries in the 
last 4 years, you will see that is true. 

We do not want to seem critical of ECA. ECA had a job to do to 
rehabilitate a war-devastated area. That has been pretty well 
accomplished now and we aro trying to look at this thing over a longer 
period to suggest a better way. It has not been done to tho extent 
that it might have been done up to now. 

As a little further evidence, we would like to refer you to Appendix 
No. 2, which is copied from the London Economist, and we have 
checked and found this is a fact, with regard to a grant that has beon 
made to the United Kingdom to develop her independent overseas 
territories, 

We would like to ask the same question, as we did in relation to 
appendix 1: Could not some of these materials be procured in Europe 
or other friendly countries without this outlay of dollars for these 
materials? 

For wharves for Bormeo we assume wooden piles would be used. 
What countries in Europe have these piles? Germany, Norway, and 
Swoden surely could supply this material. Would it not be more 
sensible, instead of granting dollars to do this, to call on those countries 
whom we have assisted a great deal to furnish these facilities, and wo 
not have to.furnish dollars. We are aot questioning the valuc of this 
for the British Commonwealth, but we are questioning the necessity 
for the uso of dollars for this project. . 

One of the things that has held us back, I think, is our unwillingness 
to be “hard boiled’ about these things. We have said over and over 
again we do not want to interfere with the internal affairs of these 
countries. In other words, we leave it up to the country, Here is 
the way we suggest our foreign economic sid programs be operated. 
Let us say these are the conditions. Let us state certain prerequisites 
before we enter into economic-sid agreements. I am reading on page 6, 
point 5. It is for the establishment of a single agency to implement 
these programs. I think it is best I read this from our statement, 
because it has been pretty well thought out: 

To incorporate these principles In the implementation of our forelgn-aid pro- 
gram, wo believe that all United States foreign aid and action programs, includin 
he military matériel, technica) assistance, and aid similar to that provided throug 
the economic cooperation should be coordinated through a single independent 
Government agency, with a bipartisan public advisory board, and an inter- 
agency coordinating committee, and charged with the responsibilities enumerated 
at the beginning of this statement and authorized within congressional limita- 
tions to deal with friendly nations entitled to cooperate under conditions defined 


by the Con . 

"We vieualize that this single agency would have adminftrative responsibilit 
for some functions such as economic aid and teohnical assistance, but only coordi. 
nating responsibility for others, such as the Export-Import Bank, foreign opera- 
tions of the Department of Agriculture, military matériel, and so forth. 

The Administrator who may be charged with carrying out this 
rogram should know how much material France needs and where 
t to getit. I would assume that General Eisenhower would origi- 
nate the request and coordinate it through the Pentagon. 
We believe this military aid should be not set completely apart, 
but separated froin the economic assistance. 
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. We visualize the aid we give to the European countries, or any 
friendly country, as being in our corner in this thing. If we spend 
$6,000,000,000 in Europe, or some other place, that is just $6,000,- 
000,000 that we would have spent here anyhow to protect ourselves 
and protect the free nations. 

Therefore, wo think that ought to be primarily the responsibility 
of the military, but coordinated with this administrator of this new 
agency. 

As an example, let us suppose that Gencral Eisenhower or someone 
determines that Europe needs 10 new mine sweepers. We would liko 
to visualize this as being originated by General Eisenhower and his 
staff, through the ECA mission in Europe, coordinating with the 
Pentagon and the Adniinistrator of this program, determining what 
countries are in our camp and which ones are best suited to build 
mine sweepers, We do not necessarily have to build the mine sweepers 
_in the United States. There are companies in Europe who did a 
very good job prior to the Second World War. 

Mr. CuirerFietp. Who is going to pay for them? 

Mr. Lynx, The counterpart funds. I know there is a great deal 
of discussion whether we should allow France, for example, to pro- 
‘duce small-arms ammunition. I know you have read statements 
that a M-1 rifle costs us $300 and could be built in Europe for $30. 

Tho question in this time of great expenditure, when our resources 
and manpower are being strained to the limit, is whether or not we 
should not trust those people to the extent that we give them a blue- 

rint and tet them make an M-~1 rifle since we are supposed to be 

ghting on the same side.; 

Mr. Cuiperrititp. Do you think they would accept payment in 
their own counterpart funds? 

Mr. Lynn. A Frenchman works with French francs not dollars. 

Mr. Currerricip. We havo had this problem before. That is one 
of thé great problems, Here you have the capacity to produce mine 
aweepers. It may be in Italy, or where not, and then turn them 
over to France. There scems to be some gimmick in there on the 
payment of them. 

Mr. Lynn. It says so in the law written by Congress, sir, that none 
of this money under the Mutual Assistance Act can be spent in any 
forcign country to build any military matériel, to build any factory—— 

Mr. Cuirerrictp. I am not disputing you. I am trying to got 
information. 

Mr. Lynn, We beliove, sir, without question, that France can do 
something on this. I know they have some underused facilities over 
there. Our facilities are being used to the limit. Why not let Franco 
make tho M-1 rifles, for example? We aro in this thingtogether. We 
havo to trust those people. France might not be a good example, but 
it is all right for illustration purposes. 

_ Chairman RtcHanps. Wait a minute. Let me ask you this: You 
say, wherover thoy could make these materials, you ought to go ahead 
and take counterpart funds and buy them, is that right? 

Mr. Lyxn. No, not necessarily. Asan example, let us suppose we 
will make 100,000 M-1 rifles in France. + : 

Chairman Riciarvs. But suppose you have to ‘get them from an- 
other nation.’ Suppose you want something only made in Belgium. 
Instead of buying it in the United States, you would buy it in Belgium? 

" 4 
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Mr. Lysw. If it is available in Belgium. 

Chairman Ricuarps. You would do that with military end items? 
You area farm man. You represent a farm organization. Whiat aro 
you going to do with agricultural products that you need there, 
cotton, for instance, when you have a surplus in this country and you 
want to get a surplus out. Why not take some American dollars and 
get rid of the surplus over here, at the same time, instead of having 
that competitive situation? 

Mr. Lynn. We are not making any exception for agricultural prod- 
ucts, Congressman Richards. ‘This committee well knows we helped 
defeat the so-called Vorys amendment last year on the earmarking 
of funds for the buying of agricultural surpluses with ECA money. 

We have approached the ECA program from tle very beginning 
that it should not be a surplus disposal program. 

Mr. Vorys. You wanted to make it a surplus removal and support 
prograr You woul not let the American people use a billion dol- 

ars’ worth of stuff that they had already bought. Go ahead. Let 
us not review that one. If we do, it will take an hour or so. 

Mr. Lynn. If the United States, in the case of agriculture products 
or any other item, can produce that item the most economically of 
any of these non-Communist nations that we are in this pool with, 
then it should come from the United States. 

In the case of cotton and wheat, I think there is no question that 
the United States is the most economical producer of those com- 
moditics. In the case of paper, pulp, and wood, and a few other 
materials, we are not. 

Chairman Ricuarps. If you cdo what you say in regard to certain 
materials, for every million dollars we propose it is going to cost the 
American taxpayer $2 million, because we are going to carry surpluses 
over here in just about that amount. 

Mr. Lynn. I do not think so. To put it another way, for every 
million dojlars or billion dollars we propose—I am sorry to refer to 
“billion dollars,” because I hope it will not get that big—for every 
million dollars we propose under our proposal we will get $2 million 
worth of aid out of it. 

First, we will furnish the material for that country, and then that 
country in turn puts up the counterpart funds and agrees to furnish 
either material to us, or some other cooperating country, in the 
equivalent, dollar equivalent, of aid which we have furnished them. 
We get. double value from our dollars spent in the forcign-aid program. 

Mr. Vorys. May Linterrupt? The thing would work if it were not 
for the fact that almost all of these countries with the exception of 
Britain are coming in for an extra hand-out. of economic aid because of 
the burden of military aid. 

So that if wo would say to them, ‘We have furnished you $20,000,000 
worth of cotton, and that is sold to your people, you would have frances; 
take the $20,000,000 worth of francs and hire some Frenchmen to 
make M-1 rifles,” they would come back and say, “We aré sorry. 
That is another thing. It has made such a dent in our economy, you 
have to boost the extra economic aid you gave us. Give us some 
more.” That is what we are told. 

Mr. Lynn. As long as we are willing to give it, they are willing to 
receive it. You can just bank on that. : 


ew fp Open Se 


972 THE MUTUAL SECURITY PROGRAM 


Mr. Vorys. The one thing we have required, you know, is the 5 
percent for strategic materials. Wo have picked up about $69,200,000 
of strategic materials. 

_ That is net, and is all to the good, and along the lino that you have 
in mind, except that instead of 5 percent, you say, “Let us just make it 
100 percent.’ 

I do not see that anybody has been hurt on this strategic material 

program except these countries who come to us and say, “If you would 
et us sell you those strategic materials for dollars, then wo would not 
need so many dollars to balance our accounts.” 

That is where the thing fouls up when they come to us about it. 

Mr, Lynn. We helped, Mr. Garnett and I, to spend in Germany 
some $4,000,000,000 of United States taxpayers’ money. We know 
what good cases they can seem to make. If you stay there too long 
it will rub off on you and you will find yourself rubber stamping. 
That is one reason f left. 

To continue on, I do not went to take too much of your time, but 
before we leave this we would like to refer to this appendix 3 and 
appendix 4. 

@ have copied from the legislation you are now considering some 

exact language and made a few comments in the form of notes. We 
would like to call your especial attention to appendix 4, which is 
along the line we are talking about, that is, the excerpts from the 
agreement between the United States and the Philippines in regard to 
economic aid. ; . 
_ We have heard a lot said that we do not want to interfere with the 
internal economy of these nations. Here is a step, we think, in the 
right direction, where we have stated to the Philippines “our aid will 
be conditioned on certain things that you are supposed to do within 
your own nation.” _ 

For example, we have gone so far as to say how many additional 

esos they will raise in their taxes. They must enact a minimum-wage 
aw, and so on down theline. ; ; 

We think that does not go quite far enough. _It is the first thing 
we have seen that indicates we are going in the right direction. 

Mr. CurperFietp. May I ask one question? I do not want to 
take up too much time. Let us sup France is producing M-1 
rifles. Where are they going to get the raw materials—steel? How 
are they going to pay for that? t will not come out of counterpart 

un 


Mr. Lynn. It may be ne that we send them some steal. 
Even if it did become necessary, 1 would first like to look around to 
the uses being made of steel in Germany, for example, to see whether 
or not it would not be better to put it into M-1 rifles, rather than the 
use they are making of it. The rebuilding of the Autobahn bridges 
for example, is a good thing, but maybe for the defense of Western 
Europe the production of M-1 rifles is more important. It may be 
necessary for us to send them some steel over there, but let’s make sure 
they do their part, 
still submit perhaps it would be cheaper on us and would conserve 

our manpower. and resources and a great deal of money even if we 
had to send some of the materials over there. ; 

Mr. Cuirersigip. I cannot find the gimmick, but that is what 
I am looking for. ; 
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Mr. Vorys. Suppose we sent the materials; your idea is we still 
could use counterpart to pay the wages? 

Mr. Lynn. Sure. Remember, gentlemen, that tho people in these 
countries that we are aiding do not work for dollars. They work for 
the currency common to that county. 

Chairman Ricnarps. They would be glad to work for dollars? 

Mr. Lynn. Yes, sir; but there are some 1,038,000,000 people we 
are about to take under our wing. That is a lot of folks. 

Chairman Ricrarps. They cannot pay it off in anything but their 
local currency? 

Mr. Lynn. That is right. Just a word about the technical-assist- 
ance program. We havo a great deal of faith in the so-called point 
4 technical-assistance program. 

Wo belicve—we do not want to use personalitics—Dr. Bennett has 
done an oxceedingly good job in getting that program started on a 
sound basis. 

We have particular reference to the program started in India. 
I am sure you had an opportunity to hear Horase Holmes, who did 
such @ good job over there. 

I would like to read from this statement: 

Tanks, guns, and planes become obsolete after a very short time, hut ideas 
through the educational! process never become outmoded. Therefore, we believe 
the main effort of our forefgn-sid program and our foreigneconomiec policy must 
be directed foward the utilization of our skills and technicat know-how in a 
well thought out integrated educational program, to teach peopie how to do 
Chines better and to provide an opportunity for the people to improve standards 
of ving. 7 

I think that is one of the keys to our success, provide people oppor- 
tunity, as we have in Amcrica, to do better. 

We may be in some cases perpetuating in some countries the very 
programs that we are trying to correct, that we hope wo are trying 
to correct by giving aid, to perpetuate programs in countries that 
are just not according to our thinking. I do not want to get too 
specific in that. I am sure you know what I mean. 

To summarize, Mr. Chairman, I would like to make one other 
point. It is point No. 8. 

Now the last of these propositions, Mr. Chairman, already has been alluded to, 
but {t deserves still further consideration: That {s, our ald must be given in such 
& way as fo achieve our forelgn objectives without destroying or impairing our 
own economy, our economic system or our free {nstitutions. te is our economlo 
strength and stability—our free institullons—that buttress the hope of free and 
would-be free peoples around the world, 

That, briefly, is the content with regard to this statement. 

Chairman Kicuarps. As previously stated, your entire statement 
will bo incorporated in the record. 

Are there any other questions? Thank you very much, sir. We 
appreciate your coming up. 

@ have one other witness, Rev. Thomas B. Keehn. Mr. Keehn, 
you are legislative representative, Council for Social Action, Congre- 
gational istian Churches; is that right? : 
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STATEMENT OF REV, THOMAS B. KEEHN, LEGISLATIVE REPRE- 
SENTATIVE, COUNCIL FOR SOCIAL ACTION, CONGREGATIONAL 
CHRISTIAN CHURCHES 


Mr, Krrun, That is right. 

Chairman Ricenanrns. Do you have a prepared statement? 

Mr, Karun, Yes, 

Chairman Ricuarps. Do you wish to read your statement, or do 
you want to file it and comment on it? 

Mer. Kasean. T would be glad to file the statement and make © brief 
commont on it, 

Chairman Ricuaups. Without objection, the statement will be 
mudo o part of the record, and we will be glad to hear your comment, 

Mr. Kerun, Mr. Chairman and members of the committee, my 
name is Thomas B. Keehn and my address is 1751 N Street NW, Wash- 
ington, DLC. Lam appenring before your committee today to testify 
upon behalf of the Couneil for Social Action of the Congregational 
Christian Ohurches with respect. to the Mutual Security Program, 
My position with the council for social netion is legislative seeretiary, 
Tho council is composed of a board of 18 persons elected by the Gen- 
oral Council of the Congregational Christian Churches whieh is: the 
representative body of our 6,000 churches and 1,100,000 members, 
The council for social action has been given the responsibility by the 
genoral council of helping the individual churches mako the Christian 
gospol more offective in society in the areas of international relations, 
race relations, and economic affairs. | should tike to make elear, at 
this point, that according to our policy each individual chureh and 
ench national board speaks only for itself. Tn oimy capacity as a wit- 
ness today Jam, therefore, speaking: only for the council for social 
netion, 

Tam also authorized Co state that another body of the Congreya- 
tional Christinn denomination, the American Board of Commissioners 
for Moveign Missions, has recently expressed its approval of the point 4 
rogram as an essential part ob America's foreign economic policy. 

‘ho American Board has earvied on a program of edueation, social 
welfere, indastvial and vocational development, and medical care for 
more than 40 years, This program which involved expenditures of 
more than $1,300,000 during the last fisenl year, has always been 
contered primarily in the so-called underdeveloped areas of the world, 

Ina letter dated July 10, 1961, addressed tome, Dr. Ronald Brides, 
president of the American Board, stated: 

Tam daterested snd gratified to learn Chat you are to appear before the House 
Porvign Affairs Comanittee in ite hoarings on the mutual eesurkty program, 

You knew of the great concern Chat is being evidenced by tho various foreign 
bone of our ohurehos, capociaily da connection with the point & program and I 
want fe be sure that you have the aetlon recently taken by the Prudential Com- 


mittee of the American Board on this matter, | Enelosed you will find a copy 
whieh vou may usas vou seo fit tp che presentation of your testimony, 


Tho resolution referred to by Dr, Bridges reads as follows in sections 
particularly relevant. to this testimony 


‘That approval fa wubstance be given to tho dndings of aepecial consultation on 
the churches’ relations fo peoples in underdeveloped? aresee of the world tela at 
Khugk EO Falls, April 2426, 2051, as a pufde ta the stall dn dealing with) Che 
Immediate proposals before them and ias a basis for tho formulation of a long 


rango polloy for the Atmerlean board, , 
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That officers and missfonarica of tho American board be asked to interpret to 
individuals and churches the fundamental humanitarian principle of sharing 
which fs at the heart of the point 4 program, to tho end that, progressively, 

pular support and congressional support of tho point 4 program may be 
ortheoming * * *, 

This convergenco of interest of the American board and tho Council 
for Social Action is, we believe, a happy and significant dovelopment. 
It indicates a widespread interest within the churches in the kind 
of repre to ‘aid in the economic and social development of the 
underdeveloped areas which is symbolized by Font 4, Growing out 
of goncrations of practical experionce of the American board in the 
foreign-mission field, and tho interest of the Council for Social Action 
in foreign policy, this program—point 4—represents something 
wee we believe should bo in the forefront of American foreign 
policy. 

Ono personal word may be arpropnate here. At tho request of tho 
division of foreign missions of the National Council of Churches, 1 was 
released from my present responsibility for tho 8-month period October 
1950 to Juno 1951 to make a special study of tho relationship of 
missions to the point 4 program. Theo division of foreign missions 
represonts the major Protestant missions boards. As has been stated 
on many occasions by both churchmen and political leaders, forci 
missions pioncered in developing the point 4 idea. Particularly in 
the fields of health, education, and agriculture, these religious agencies 
have been concerned with basic human and social needs of people in 
the underdoveloped areas, as well as in their moral and spiritual wel- 
fare. Ono of the activities carried on during this period of service for 
tho division of foreign missions of the National Council of Churches 
was to assist in the planning and carrying out of a 3-day consultation 
on tho churches’ relation to poaples in underdeveloped areas. 
This meeting was attended by 125 leaders of Protcstant missions and 
social-action agencies. I am sending to cach meiniber of the com- 
mittee a copy of tho report of this consultation entitled “The American 
Churches and Overseas Development Programs.” ‘This document 
represents a realistic appraisal of the needs and obstacles to economic 
and social development in the underdeveloped area and tho motiva- 
tions and principles which must guide a program of this kind if it is 
to bo successful. 

As Is apparent from this background, we are particularly interested 
in the provisions of the pro I before this committee relating to the 
economic aid of the more than 1 billion people who live in tho under- 
developed areas of the world. This part of tho forcign-aid program 
represents expenditures of approximately $500,000,000. We aro not 
at all opposed to the larger items requested for economic ald to Euro 
and military aid to tho free world. In fact the Council for Social 
Action has on several occasions supported both of these programs. 
We do not fecl qualified to speak about the details or amounts re- 
quested for'either of these activities. It might be appropriate to 
express: the hope that in the European economic-aid program, tho 
original purpds¢ of the Marshall plan will not be lost because of tho 
now conditions occasioned by the rearmament program, Certainly 
some adjustment will bo called for, but no military program in Europo 
can be achidved or oven made palatable to the people untess there is 
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& sound and continuing improvement in the program of economic 

development in the European nations. Rees , 
bout the program of economic and social development in the 

underdeveloped areas, we do havo soveral specific comments. 

Firat we would hike to emphasizo the strategic and long-term im- 
portance of this program of economic and social development in the 
underdeveloped areas. Here wo agree with tho thesis developed by 
the. report of the International Development Advisory Board and by 
Mr. Nelson Rockefeller in his testimony before this committee. The 
report of the Churches and Overscas Development stated: 

In the past man has lacked the physical capacity either to destroy his kind 
by the tens of millions or to lessen measurably tho misery and squalor which too 

ten were an accepted condition of their daily existence. That is no longer true. 

Today man has developed scientific instruments which are casily capablo 
of crippling civilization as we know it. But he has also developed knowledge 
and techniques which for the first time make socal social and ecconomio 
progress, & possibility not only for the eltizens of a few nations but for the most of 
man . . : 


The poverty and soclal disorder which afflict so much of the world are ancient 
and péraistent evils. Thelr eradication will not be a matter of years, or even of 
decades. The problem is vast and complex, the misery pervasive, the causes 
intertangled. But a road toward a better lot for the pcople of these areas has 
become Increasingly visible in the privates governmental, and intergovernmenta} 
development Programs which have heen launched or proposed since the end of the 
Second World War. The philosophy behind these programs has become familiar 
to Americans as the point 4 concept. 

If the point 4 concept Is not vigorously applied, a series of degenerative wars 
appears to be almost Inevitable. But if the concept is given full support, the 
result can be a more wholesome and secure world for our children than thetr parents 
have ever known. 

Thus we want a point 4 program that is clearly identified, that is in 
tho spot light, that is a central and permanont part of American foreign 

licy. at is, from our point of view, a weakness of tho proposal 

fore you. . Point 4 functions aro scattered throughout tho four 
titles of the document, It takes somo arithmetic and a skillful de- 
tective to locate the pieces which, when put together, spell point 4. 
We believo that point 4 should be, at tho very Icast, a separate title 
in an overall foreign aid bill. At present it is lost amidst military 
and temporary economic programs: This is a major weakness, a 
weakness which will be misunderstood particularly by the more than 
1,000,000,000 people who live in the underdeveloped areas. Because 
military and economic aid are s0 mixed, it may be believed in somo 
countries that they must take the military aid in order to qualify for 
the economic. And this will produce tension, perhaps resentment, 
in the underdeveloped areas whve tho spirit of political indepondenco 
- is as potent as the economic and social needs of the peoplo aro wide- 


8 ‘ ; 
; "PSepondly, we are concerned with the magnitude and administration 
of the program. Point 4 has become a goneric term. It is a symbol. 
It has a long history in government as well as a'rong private agencics. 
At the: present time there are at least two major point 4 programs 
catried on by the United States Governrent—ono under the aegis 
of the Technical Cooperation Administration of the Depart ent of 
State and tho other under EGA, particularly its special oconowic 
_ tnidgions in southeast Asia and its program ib the dependent overseas 
territories of Africa. According to the report of the Rockefeller 
. International Development Advisory Board, all of these activities 
1 foe 
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taken togethor accounted for the expenditure of ‘nearly $300,000,000 
in fiscal 1951. ECA programs in the underdeveloped areas differ 
somewhat from TOA activitics in that the former supplics somo 
grants and materials as well as technicians. But thoy are all point 4 
in the broadest sonse. Presumably the $500,000,000 listed as cconoric 
aid to the underdeveloped areas in the draft now before you represents 
& continuation and enlargement of this program although we havo 
not seon a country by country breakdown. At any rato wo strongly 
beliove that the arount of $500 million for technical assistance and 
economic and social development in the underdovelo areas is a 
reasonable amount for the next fiscal year. It shonld bo approved. 
This is the amount recommonded by both the Gray and Rockefeller 
reports. 

o administer such a pro ram effectively, the operations pow 
carricd on by TCA and the ECA underdovelo 


should bo a division of ECA with clearly defined responsibilities and 
authority. This division could then become tho nuclous of a single 
indopenden 

many private and public studies of the problem. The functions of 
this agency could be clarified as experience dictated. But at least 
here wo would havo tho beginning of the kind of permanent, inde- 
pondent ovorseas economic agency which appears to be so desperately 
n . 

Incidentally reports from certain parts of the world indicate that 
in cach country there should be much more effective coordination of 
tho various United States programs—economio, information, and 
military—than now existe. 

Thirdly, wo believe that there should be the maximum use of volun- 
tary agencies in the point 4 program. This was the intent of Congress 
as expressed in the Act for International Development, adopted last 
year. At tho planning stage in advisory relationabips, both here and 
in tho field, and in the actual administration of certain Projects wo 
believe that the aims and purposes of point 4 can best be fulfilled by 
uso of voluntary agencies of all kinds. 

A fourth and final concern which wo would like to stress is related 
to the direction in which tho program should move. For cexamplo, 
church agencies gencrally feel that increasing use should bo made of 
the United Nations and tho specialized agencies in technical assistance 
and ecanomic development programs. Especially as Jong term, large- 
scale dovelopment projects are undertaken, financial and investment 

rams under UN acgis will help avoid possible charges of im- 
perialism and thereby serve America’s real interests. For this reason 
we support the proposals in tho Rockefeller report for an International 
Development Authority and an ]nternational Finance Corporation, 
both related to tho International Bank for Reconstruction which is 6 
UN agency. Congress would servo tho United States and tho United 
Nations well by initiating steps to get these new programs started. 
At best, sevoral years will be required, and now is not too’soon to 

gin. In tho meantimo, wo have made an investigation of technical 
assistance programs now carried on by the United Nations and tho 
specialized agencics. Wo believe thoy fulfill an important function 
and could be expanded. United States contributions of approxi- 
mately 10 percent of current appropriations for technical assistance 
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and economic development in the underdeveloped areas could be 
usefully employed by the UN, 

Church agencies and members appear to bt conimitted to tho 
point 4 idea carricd on by the United States and United Nations with 
greater enthusiasm than anything clso in the last decade with the 
possible exception of the establishment of the UN itself. With their 
world-wide orgapization, they are prepared to carry on programs of 
education and assistance in the grass roots of America and the rice 
roats.of Asia. They believe that this is a program which must be 
supported by citizens and by the Government for the long pull—for 
at least tho next 50 years. Point 4 must go on when—in fact especially 
when—tho military-aid programs decrease. Point 4 can became a kind 
of twentieth century emancipation for the billion and more people, 
largely colored, who are enslaved by poverty, ignorance, disease, 
misgovernment, and disintegrating social orders in the underdeveloped 
arcas of tho world. It can became a road to peace along which 
mankind may walk forward into the sutise of a better Comorrow. 

Actually, Lam authorized tonight to speak not only in behalf of the 
Council for Social Action of tho Congregational Christian Churehes, 
but in behalf of an ageney known as tho American Board of 
Commissioners for Forcign Missions, an agency connected with tho 
Congregational Christian Churches. 

This agency, the Board of Forcign Missions, has worked for more 
than 140 years in these underdeveloped areas of the world which we 
have heard so much about. 

I am not myself a missionary, but T have been, in the last vear 
capecially, interested in making a very careful study of the work of 
our Board of Foreign Missions and other Protestant missions in tho 
underdeveloped arcas, particularly discussing their relationship to 
this point 4 program. 

It has been said here tonight, and many times in your presence, 
I know, that the forcign missionary enterprise has in a sense pioneered 
this point 4 program. 

It is logical that as a church agency ‘we are concerned with this 
aspect of tho foreign-aid bill, the atd to underdeveloped arcas. 

Tho Council for Social Action has supported tho mititary-nic 
program and tho economic-nid program to Europo; but, frankly, wo 
get lost in all this talk about counterpart funds and military end items, 
and wo do not protend to bo experts on those asprets of the prosposal 

eforo you. 

The Thureh groups do have a deep and practical fecling and con- 
cern for the point 4 program, this program of aid to the under- 
developed areas. . 

Wo would liko simply to put a little spotlight on that phase of this 
proposal which is before your committee. Briefly, 1 think we could 
say Wo agro to a large extent to the thesis developed by Mr. Rocke- 
feller in his testimony before you. We believe that this program of 
roughly $500,000,000 of economic aid to‘the billion and more people 
who live in the underdeveloped areas is an essential part of the larger 
bill you ard considering. oe 

Wo would like to sce ono thing. Thijs point 4 program is not 
clearly enough icentified ‘in the proposal before you. It takes a 
little arithmetic and a private detective to find this point 4 program, 
as wo search through the proposal. 
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So, if there is anything concrete we would like to say, [ believe 
it is this progeun ought ¢o be segregated out of the various titles and 
put into one tite, not only for the spotlighting purpose which I have 
mentioned, but because this would make a very good object lesson in 
terms of American foreign policy as it is represented to the peoples of 
the underdeveloped areas of the world, 

They are going to be a little suspicious of military aid if they seo 
it all mixed up with these forms of economic aid. 

We would like, therefore, to see as much separate and unique atten- 
tion given to this program of economic aid to the underdeveloped 
areas as is possible, 

As na matter of fact, some of us have been concerned with this 
matter and have even drafted the outline of the proposal which might 
bo used to formulate a section or a title of this bill to deal with ceonomic 
nid to the underdeveloped areas. 

f that is of any interest to the committee, we would be glad to 
leave it for you. 

Chairman Ricuaros. How long is your proposal? 

Mr. Krewn. It is just 25 pages. It is not in legislative language; 
it is an outline of it title by title. 

Chairman Rriewanps. Without objection, we will include that in 
the record as your proposal. 

(The material referred to is as follows:) 


Drart Prorosat Yor INTERNATIONAL Div LoPMENT ACT 
1, TITLE 
International Development Act of 1031, 


ll, PURPOSE , 


To promote the foreign policy of the United States by authorizing programs 
for cconomie and sociat development of the underdeveloped areas of tho world. 

This purpose {s spelted out in the act for International Development, title LV, 
Public Law 535, Eighty-first Congrvss: “To further the secure growth of demo- 
cratic ways of life, the expansion of mutually beneficial cominerce, tho develop- 
ment of international understanding and good will, and the maintenance of world 

ace; to further the efforts of peoples ving in underdeveloped areas of the world 
o realize their full capabilities and to develop the resources of the tands In which 
thoy live; to achievo the most effective ulitization of the resources of the United 
Statos, private and public which are or may be available for aid in the develop- 
ment of ceonomically underdeveloped areas; to pea pete fi. multilateral tech. 
nical cooperation programs carricd on by the United Nations, the Organization of 
Awerican States, and their related organizations, and by other International 
organizations wherever practicable; to plan, undertake, administer and execute 
bilateral technical cooperation programs carried on by any United States Gov- 
ernment agency.” 

11, ADMINISTRATION 


To adininister this act, an independent ageney In the executive branch of the 
United States Government is established. This agency, known _as the Uverscas 
Kconoinic Administration shall be directly responsible to the President of tho 
United States. Thero shall be an Administrator appointed by the President, 
by and with tho advico of the Scnate, and such other ofticials as may be needed, 

The OEA shall carry on the functions now performed by: 

(1) The Technical Cooperation Administration of the Department of 
State, Including the activities of the Institute of Tuter-Ameriean Affairs 
and the technical cooperation prograins as defined in section 448 of the 
United States Information and Educational Exchange Act of 1948; 

(2) Programs for underdeveloped arcas administered by the Economie 
Cooperation Administration; 
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b (3 Buch other foreign economics programs as may be assigned to OEA 
y the President. 

The Prealdent shall create a public advisory board which shall advise and con- 
sult with the President or such other officer as he may designate to administer 
the p authorized with reapect to general or basic policy matters arising in 
connection with the operation of the program. 

The President shal appoint an Interagency Board to coordinate activities of 
participating agencies of the United States Government. 

The operational functlons of the Agency shall be separated into two principal 

ons: . 
A. Long-range technica) assistance and economic development programs; 
B. Short term retlef and reconstruction programs. 


IY, FUNDS 


There is hereby authorized to be appropriated the following sums to carry out 
the pur of this act: 

. million for ! grange technical assistance and economle development 
in (1) Middle East; (2) Africa (includes dependent overseas territories of metro- 
pol tan European powers. Also inctudes free African, =stions); (3) Asia and the 

acifio; (4) American Republics. 

The Administrator is authorized to allocate funds In any of the above categories, 
not to exceed 10 percent in the present year to the United Nations and its special- 
ized agencies for programs consistent with the purposes of this act. 

B. $162.5 million for relief and reconstruction work through the United Nations 
Relief and Works Agency for Palestine Refugees and the United Nations Korean 
Reconstruction Agency. 

¥. LOAN PROGRAMS 


The OEA fs authorized, through the United States nember of the Board, to join 
with other members of the International Bank for Reconstruction and Deve Fe 
ment to establish the International Finance Corporation. The sum of $! 
million is authorized for this purpose on condition that other members of the 
Internationa] Bank subscribe $250 million. 

The OEA is authorized to propose through Department of State that the UN 
should create an International Development Authority. 

The OFA is authorized to subseribe $200 million for this purpose when $300 
million ls subscribed by other nations. 

The OFA fs authorized to propose through the Depart ment of Siate that the UN 
should create a UN Revolving Fund for Cooperatives to provide UN credit to 
farmer and amall! rural industrial cooperatives. . 

The OEA is authorized to subscribe $—————- million for thi: purpose when 
$—-——— million fs subscribed by other nations. - 

The lending authority of the United States Export-Import Bink ts increased by 
$1 billion to enable the bank to expend loans for projects in the underdeveloped 
areas of the world. . 


Mr. Keeun. Thank you. We are also concerned that this program 
should be administered in a separate agency apart from the military 
aid rogram. I believe that has been said to you before. We simply 
would like to reiterate that. 

Frankly, it is our opinion, after studying the matter, that more is 
being done in tho terms of a point 4 program in the underdoveloped 
areas than is sometimes suspected. We havo been quite impressed 
by the point 4 type activities carried on by ECA in southeastern 
Asia and in the dependent territories of Africa. 
~ We took the figure from tho Rockefeller report that nearly $280,- 
000,000 were spent in the last fiscal year, 1051, in tho underdoveloped 
areas for economio aid. 

We believe this more truly represents the magnitude of this program 
than that point 4 figure which has been: about so much. 

As a matter of fact, we would like to seb the program vow being 
carried on by TOA, and those activities carried on by ECA in tha 
underdeveloped areas, put together in one operating unit, perhaps as a 
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separate division within ECA, but nevertheless giving a unified and 
comprehensive program of economic aid to the underdeveloped areas, 

In our statement, we stress the importance of the use of voluntary 
agencics in planning these programs in the underdeveloped areas, 
simply because, I think has already been indicated, missionary 
organizations and many nonreligious groups have had « good deal 
experience in these areas of the world. 

Vo would also like to stress the importance of using tho United 
Nations to tho maximum possible extent. Perhaps I could just con- 
clude my brief comments by reading the last paragraph of this state- 
ment which I submitted for the record. 

Church agencies and members appear to be committed to the point 4 idea 
carried on by the United States an N with greater enthusiasm than anything 
else in the last decade with the possible exception of the establishment of the 
UN Itself. With thelr world-wide organization, they are prepared to carry on 
programs Bor ecucetign and assistance in the grass roots of America and the rice 
roo 

They believe that this is a program which must be supported by citizens and 
by the Government for the tong pull, for at least the next 50 years. Point 4 
must go on when—in fact, especially when—the military afd programs decrease. 

Point 4 can become a kind of twentieth ont & emancipation for the billion 
and more people, largely colored, who are enslaved by poverty, ignorance, disease 
misgovernment and disintegrating social orders in the underdevelo areas 
the world. It can become a road to peace along which mankind may walk 
forward into the sunrise of a better tomorrow. 

I think that is the essence of the statement I would like to make. 
Ia preclaie this chance to appear before your committee. 

airman Ricuarps. Thank you very much, sir. We appreciate 
your coming before us and giving us the benefit of your views and 
those of your organization. I assure you that your statement will be 
studied very carefully. 

Are there any questions? 

Mr. Currenriero. I believe the witness has said a great deal in a 
very short time. 1e has done a fine job. 

Mr. Vorys. I would like to ask this. At the end of your statement 
yoy say, “Wo believo church members are committed to this program ee 
and in the beginning of it, you say that each church member s eaks 
for hisnself and you are only speaking for the Council for Social 
Action, composed of 18 persons. 

‘The truth is that you are just eran for 18 persons; that you 
caimot commit the 1,100,000 members of the Congregational Church; 
that is true, is it not? ; | 

Ar. Keeun. It certainly is. As the statement indicates, it is 
elected as an official body of our denomination. We, being a Con- 
gregational denomination, have a very strict policy that no agency 
at the national level can commit the local churches to any given 
action. We are authorized to carry on certain programs, and we 
speak only in the name of this particular agency. 

This is also true of this board of foreign missions which I mentioned. 
Their actions which indicate their support for this program are such 
that they cannot commit local churches. They carry on the program 
only in their own name. 

his is also the policy carried on by Mr. Hays’ church, the Baptists, 
and the Disciples, and a good many other organizations operate in the 
same manner. 

Chairman Ricwarps. Mr. Chiperfield. 
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Mr. Cuiperrieto. No questions. 

Chairman Ricnarps, Mr. Hays. 

Mr. Hays. Mr. Chairman, that is true of our denomination. We 
have a group comparable to this called the social-service commission. 
Thoy do not speak for tho 18,000 churches in our denomination, but 
only for the frou, 

t is an officiql body. I would like to say in that connection that. 
I havo had an opportunity to observe Mr. Keehn’s work. Hoe does 
an exceedingly valuable job of interpreting the work of Congress to 
his congregation. 

I feel that it is very appro riate for him, in turn, to interpret their 
board’s position tous. I feel the democratic process is helped by this 
approac 1. ; 

am sure that if Dr. Judd were hero he would say something, a3 a 
Congre ationalist, about it. 

Mr. Keehn may have noticed that Dr. Judd and I had to enlighten 
the Congress the other day about the Congregational form of govern- 
ment. ‘They aro well versed in that. 

Chairman Ricnaros. Thank you, Mr. Hays. You do feel, though, 
Mr. Keehn, that you are giving us the benefit of what vou construe 
to bo the collective thinking of the group you represent; while you can- 
not bind them, do you think that is their collective thinking? . 

Mr, Keeun. Thatisright. According to the inquiries we have had 
from local churches, and the response which has been made to our 
literature which wo have distributed on this subject, and the requests 
for speakers which have been received from local churches, I thought 
it appropriate tu use the words I did use, Mr. Vorys, that church mem- 
bers and agencies appear to be committed to the point 4 idea. 

I believe it is really a fair statement, that there Is a genuine and decp 
interest among the church people in this program. 

Mr. Hays, would you not concur in that, as far as church thinking is 
concerned? Co, ; 

Mr: Hays. Yes. My work across the country has brought me in 
touch with many chure ups. I would risk this statement on my 
own responsibility, that the leadership feels just as Mr. Keehn says, 
and also the rank and filo. 

_ Chairman Ricuarps. Thank you very much, Mr. Keehn. Wo 
appreciate your coming. ; 

: ‘The committee stands adjourned until 10 o’clock tomorrow morn- 
ing.: 

(Whereupon, at 9:35 p. m., the committce adjourned until 10 a, m. 
the following day, Tuesday, July 24, 1951.) oe 
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TUESDAY, JULY 24, 1951 


Houst oF REPRESENTATIVES, 
ComMITTEE oN Foreran AFFAIRS, 
Washington, D.C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricuaros. The committee will come to order, please. 

Gentlemen, we will continue tho hearings on the Mutual Security 
Program. I believe the question was raised last night by Mrs. 
Bolton and Mr. Vorys about tho inclusion of certain countries in this 
arca program that we are taking testimony on. It was understood last 
night that someone would be here this morning to testify directly 
on this issue. 

Mr, Cootipae. I have Mr. John H. Ohly, Assistant Director of 
International Sceurity Affairs, here who, 1 think, can answer Mr. 
Vorys’ question on why India is where it is. 

Chairman Ricnarps. Mr. Ohly, will you have a seat? 

Mr. Eaton. Did Mr. Coolidge say that this gentleman could tell 
us why India is where it is? 

Mr. Cootipar. That is what I said. 

Chairman Ricuarps. You are pretty good if you can. Mr. Ohly, 
will you tell the committec about that. 


STATEMENT OF JOHN H. OHLY, ACTING ASSISTANT DIRECTOR 
CF INTERNATIONAL SECURITY AFFAIRS 


Chairman Ricuarps. Your office is here in Washington? 

Mr. Onty. That is right. 

Chairman Ricuarps. Will the members who raised that question 
last night state what it is they want to know? We want to get you 
what you want to know. 

Mr. Vorys. I want to know who decided to put India in title IIT 
of the proposed legislation. 

Mr. Onty. To say who made the decision, Mr. Vorys, in the sense 
of one individual, I can give no ‘answer because there is none. The 
action was taken after considerablo discussion among people in all of 
the interosted agencies, including within the Department of State 
the people in the Far Eastern Division, and the people in the Near 
Eastern, South Asian, and African Division. 

I should add this: in part that decision, or that result, reflects the 
history of the whole MDAP uy spa In other words, it gocs back 
to things we talked about in this committee last year. 


It goes back to section 303 of the old Mutual Defense .\ssistance ~ 


Act. It provided for an emergency fund for use in the-general area 
.083 
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of China, to further the general purposes of the law. This section 
had several special features. 

First, funds provided under this section were not restricted as to 
type of aid for which they might be used; they were not limited to 
military aid, in other words. 

Secondly, there was a provision to the effect that these funds 
might be used without vouchering in this area. 

hirdly, the area itself was not defined. We have found that this 
provision was & very important provision in dealing with the kind of 
uid and flexible situation we have had in tho Far East. 

Wo have always considered that the term ‘general area of China,”’ 
as used in this section included those countries that were on the 

primoter of China and it included the offshore islands of Asia around 

ina. 

Chairman Ricuarps. Mrs. Bolton contends that India is in the 
Western Hemisphcre some place. Do you not contend that, Mrs. 

ton 

Mra. Bouton. I was inquiring how India suddenly appeared in the 
Near East. I went back into the committeo sct-up. Then I was 
told the committee set-up was not right anyhow. I knew India was 
in the Far East when wo started. I wanted very much to go to 
India at one point. I was told I could not because it was not my 


area, 
_ So it fastened iteelf upon my mind, Mr.-Chairman, that India was 
in the Far East. That is what it was called for several sessions of 
our Congress, in the Bightieth and Eighty-firat Congress. 

Tam very happy to feel that the State Department moves on into 
more fluid situations, and that it is better to have India in South 
Asia. I think that is an excellent idea. I was surprised by it and 
I was wondering about it. ; 

Mr. Mansrievp, Will the lady yield? 

Mrs. Bouton. Yes. . . 

Mr. Manayigtp, I-thitik the credit for it should go to Senator 
Know.and of California, for his amendment covering the area adjacent 
to China. As Mr. Vorys pointed out, that would bring in India 
because of the frontier on the north. . 

Mrs. Bouton. But I do not believe that it is on that basis that she 
is where she is. . 

Chairman Ricuarps. The basis of your decision was that India 
was in the general area ee ges 

Mr. Onty. That is correct. We want to continue in this bill the 
authority contained in section 303. . 

I think the suggested legislation would and should do that, because 
we are still dealing with a fluid, dynamic situation there and we must, 
we believe, have the flexibility to use those funds there. | 

There are other things which support such a conclusion, which I 
will be glad to go into if the committee wants to take the time. The 

litical and economio ties of India look to the east rather than, as 

the case of the Arab States, to the west. Moreover, the Middle 
East represents an entity, a land bridge between the west and Asia. 

I think it is also interesting that we commonly refer to the Near 
Best as Asis Minor, as if it were something distinct and apart from 
as suca, . 
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This bill is designed to have four parts, Europe, the Middle East, 
Asia, and Latin Amorica, and we placed India in the Asia part. Ac- 
tually, you have to make certain arbitrary distinctions, of which this 
is one, but which I think is backed by logical reasons. 

Mr. Vorys. Tho reason givon hero is that it is in the general area 
of China. As I remember that legislation, it either provided for ECA 
administration or— 

Mr. Outy,. You are thinking of a provision in the China Aid Act, 
Mr. Vorys. There were two provisions. One was in the MDAP Act 
which vested the funds in the President, and which he has allocated 
among Defense, CIA, ECA, and other agencies, depending on the 
typo of task and problem that needed to be accomplished with the 
money. Most of it has gone to military purposes, but small amounts 
have gone to other purposes. 

Mr. Vorys. The China Aid Act, as I remember it, did provide for 
an ECA-type administration? 

Mr. Onty. I believe that is correct. But I cannot testify as to the 
China Aid Act. 

Mr. Vorys. In any case, Formosa, which is the place which we are 
now thinking about, and we have put in some language to make sure 
about it, aid in Formosa is ECA aid, and it is under tho genoral ECA 
principles; is that not correct? . 

Mr. Onty. Certainly different criteria appl in administering aid 
there, but it is under the administration of ECA aid. The problems 
are not comparable to the European problems. The strict balance- 
of-payment principle cannot be applied. 

fr. Vorys. Do we have a bilateral agreement? 

Mr. Oxty. Wo have an MDAP agreement, an agreement and an 
ECA bilateral arrangement. 

Mr. Cootxy. Yes, sir. Thero aro ECA bilateral agreements with 
all of the countries in the general area of China which aro receiving 
aid, except Indochina. 

(Discussion off the record.) 

Mr. Vorys. Just going back, you were the headman under MDAP, 
when the President approved that were you not 

Mr. Oaty. That is correct. 

Mr. Vorys. You were the headman the first year and second year? 

Mr. Outy. The first year, I did not como up; the second year, | did. 

Mr. Vorys. What is your title? 
an Ouny. Acting istant Director of International Security 

airs. 

Mr. Vorys. Acting Assistant Director to Mr. Cabot? 

Mr. Outy. That is correct, sir. 

Mr. Vorys. And Mr. Coolidge is Deputy Director? 

Mr. Onty. Yes. 

Mr. Vorys. What is your status between you and Mr. Coolidge? 

Mr. Onuy. How do you mean that, the status? 

Mr. Vorys. Does an assistant director rate higher than a deputy? 

Mr. Outy. Lower. 

Mr. Vorys. But yours is an over-all assignment, is it not? Mr. 
Cabot told us there are about five departments in his office. You aro 
not one of the five, are you? 

Mr. Ounty. Yes; I am, sir. 
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Mr. Vorys. What is your particular function? 

Mr. Outy. It is called policy and program development. ‘That 
éntails working on the development of this fiscal year 1952 program 
for presentation, and the general work in other policy matters that cut 
across Roographic areas. ‘ 

Mr. Vorye-Since the Director “will bo exercising responsibility 
for the Government as a whole,” quoting the Presidentially approved 
memorandum, then you are the fellow, the head man of the whole 
Government for “policy and program development,” this beingthe pro- 
gram; is that not correct? . 

Mr. Ouny. I think that is an overstatement, Mr. Vorys. The way 
the organization is broken down is this: There is an Assistant Director 
for European Affairs, who deals with the program and problems of the 
North Atlantic Treaty area and the other European countries to 
whicly aid is being extended. 

The Assistant Director, who is here in the room today, Mr. Bing- 
ham, is in charge of those particular areas in the world outside Europe, 
namely, the Near East, Far East, and Latin America. 

There is an Assistant Director for Program Management, who has 
the job, once the programs are formulated, of secing that they are 
carried through, of tending to the central accounting and of exer- 
cising what you might call a control function. 

Mr. Vorys. Who is No. 3? 

Mr. Onty. The Assistant Director for No. 3? 

Mr. Vorys. What is his name? 

Mr. Outy. Mr. John Bell, who was my deputy last year. 

Mr. Vorys. No. 4? ’ 

Mr. Onuy. Assistant Director for Policy and Program Manage- 
ment—— 

Mr. Vorys. That is you? 

Mr. Onty. That is me. 

Mr. Vorys. Was there a fifth one? 

Mr. Outy. Not as an assistant director. There are certain special 
assistants in certain staff fields. . 

Mr. Vorys. That is supposed to cover the water front? 

Mr. Onty. That is true, sir. 

Chairman Ricrarps. Havo you anything further? 

Mr. Outy. Iam just here to answer questions. 

Mr. Manariecp. [ want to make a remark, Mr. Chairman. Mr. 
Ohly, I am delighted that we have you before this committees again. 
I recall with pleasure tho fine work you did when you appeared before 
us the past few years. I think Mr. Cabot and Mr. Coolidge are to 
be complimented on the use of your services in having you before us 
to give us the opportunity to ask you questions. 

hairman Ricuarps. There is nothing sinister about this thing in 
either the Near East or Far East. It is just a common-sense basis 
that under the present legislation it was put into that area of China 
as the best way to opcrate; is that right?: 

Mr. Onty. That is right. 

Mr. Vorys. There is nothing sinister, Mr. Chairman, but it is 
significant that we had about 20 exports sitting in the room yesterda 
and the simple aquseren of why is this here, could not be answered. 

I think Mr. Ohly’s statement—I have the same high regard for 
him that Mr. Mansfield expresses—about the program being broken 
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down is quite interesting. It is broken down and up aud sideways 
and some of us are trying to find out how it is fastencd together anc 
who does it. 

Chairman Rictarps. We do not want him to break it completely 
down. Aro there any other questions? ‘Thank you, Mr. Ohly. Wo 
may call on you again before the morning is over. 

Mr. Onry. If you want mo to stay this morning, I can. 1 think I 
am due to come back again on title I. 

Chairman Ricnarps. I think we could excuse Mr. Ohty this 
morning. 

Mr. Fonvs. Will you and Mr. Cabot and Mr. Coolidge arrange to 
have, if the chairman approves, someone in the room constantly, of 
the 20 who are here, to answer simple questions on program and policy 
on this mutual security and assistance bill? 

Mr. Ouxy. Yes, sir. 

Chairman Ricuarps, Mr, McGhee, would you mind taking the 
stand for a moment? 

Mr. McGhee, we aro glad to have you back again with us this 
morning. I think you know what the committee is concerned about. 
You know the question that has been raised with Mr. Ohly. Per- 
haps you would like to elaborato on it. . 


STATEMENT OF HON. GEORGE C. McGHEE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. McGuee. Splendid. As you know, Mr. Chairman, titlo ITI, 
as has been discussed, includes certain countries which come under 
my particular jurisdiction in the Department of State—India, Pakis- 
-tan, Ceylon, Afghanistan, and Nepal. 

Mr. Ohly has explained from the standpoint of over-all Department 
policy why this has been done. 1 might explain, because I think this 
question was raised yesterday, what the division of authority in the 
State Department is, and the reasons for it, if that would help clarify 
the situation. 

Tho division of the Department into four bureaus, in the case of 
the bureau which I am responsible for, covering the Near East, south 
Asia, and Africa, has been in existence in the State Department for 
several decades. I found on my walls pictures of my predecessors 
going back for 40 years, having about the samo areca of jurisdiction. 

At that time, most of south Asia was a part of the British Empire. 
As a consequence, it was administered in its entirety by ono division 
of the Department. It had a logical relationship to the Middlo East, 
where the British also had a strong position. It has turned out to be 
a fairly logical division even today, considering that any break in tho 
- world is arbitrary in nature where you aro dividing continents, rather 
than take one continent in its entirety. 

The south Asian area faces quite 4 different problem from the Far 
East. It is a retatively stable area. It still has close ties with the 
Near East. In particular, Pakistan looks to the Near East as a Mus- 
lim country. Consequently, this division, which one may say is a 
heritage of tho past, nevertheless is fairly logical in the present cireum- 
stances. 
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In going into the program of assistancé, however, for the reason 
Mr. ‘Ghly atated, it wad thought desirable to have one Asia program. 
As a consequence, these countries were lumped for the purpose of 
this program and for ita presentation. In its administration by ECA 
they also be lumped as one group. - 
his corresponds to the inclusion of Greece and Turkey into the 
European program, by virtue of their membership in the OEEO, and 
the fact that the European countries can beat be planned for and 
adminis as an entity. ; 

If there are any questions arising out of this, I would be delighted 
+ eanswer them. 

Mrs. Borron. I have just a teeny one. 

Chairman Ricnarps. Mrs. Bolton. 

Mrs. Botton. Just why, then, if this is an Asia program is India 
and Kashmir and Afghanistan, Pakistan included in a western idea— 
I do not mean west—why it is included with tho Near East? 

Mr. McGuee. It is grouped with the Near East from the stand- 
point of administration in the State Department. Actually, there is 
relatively little interrelationship between countries on the extremes 
of the Near East and south Asia. Le 
7 On the other hand, there is relatively little interrelationship between 
* .the southeast Asia countries and the countries on the extreme. west 

* of south Asia. You have to be rather arbitrary in your division. 

' I might say that as a result of experience, we did last year make a 
change with respect to Burnia, which had been previously under my . 
juried iction and which was given over to Mr. Rusk. I was pleased 
to see this done, because it seemed that Burma did share tho same 
proviem as the ‘southeast Asia countries. However, South Asia, 
‘India, Pakistan, and other countries, do not share all the same 
eropioms of the southeast Asian countries, in that they are more 
stable. : 

‘Mrs. Botton. If Thailand and Burma are not southeast Asia, 

what are they? res 

Mr. McGuee. If you consider Pakistan, her ties are to the Middle 
East. It would: be unfortunate to administer India and Pakistan 
separately, because of their rivalries and the common aspects of their 
‘situation, . ; 

Chairman Ricwanps. Are there any other questions of Mr. McGhee? 

. Mr. Vorys. Yes. - : 

- Chairman Ricwarps. Mr. Vorys. 

-_-Mr, Vorys. You were saying this could be lumped under ECA. 
‘It has not been lumped yet, in that Mr. Griffin is not familiar with 
the Indian program, which I understand was gotten up in the State 

cee ee separate from ECA; is that not correct? — i 

‘ Mr. McGugs. Mr. Vorys, in initiating new programs, and te 

‘Bropors for the first time a program of grant assistance to the South 
pues sounti, it re been Se cain oceans : do the 
6 preparation ‘o : ndles the programs for.coun- 

Aved ECA assistance proviously. - - 

‘Mr: Vokys. Afghanistan, Ceylon, and Nepal are going to be ad- 
ministered by point 4 with Mr. Bennett; is that correct? = 
-* Mr. MoGuus. Yes; sir 0 ye. we 

‘Mr. Vorys. That is under the State Department? 

. Mr, McGurs. Yes, sir; that is correct. 
i 
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Mr. Vorys. The program on India will be gotten up, and since 
it has to be presented very shortly, it will be presented by State? 

Mr. McGuee. Yes; India and Pakistan will both be presented by 
State... I am here for that purpose.” 


priated for, they will be administered by ECA? 
Mr. McGnes. That is correct, sir. 

Mr. Vorys. At least, the Indian program is somewhat a continuing 
one. I do not remember how the draft bill goes. I do not think it 


roposes a change in ECA. _Jt-gées out of existence June 30, 1952. 


at is the proposal by the administration from on? 


the Department of 
rogram to yet a unification 
ot of people'under different juti 
departments? If ECA had-4n 
the ECA, bu under Mr, Bennet 


alot of people in differfnt 
he would reporf to 


ment of Agr ulture. It is a d in 
‘Ag n.- \° 
Mr. McGuex, It is my oi Mf. re ter, that At such 
time as these programs are ey will be inis- 


ys : 

Mr. Herrar. Theywwould bring the agricultural fellow under them 
so that the fellow involvédin that would be in under_ofie head? 

Mr. McGuee. That is correct. Mr. Chai , Mr. Coolidge is 
here. I am sure he would be glad to ad himself to this over-all 
problem that Mr. Vorys has raised a question about. 

Chairman Ricwarps. Sappoes you do that right now. 

Mr. Cooper. As I understand the question, it is what would 


~ ha to these aid s after 1952, when under the ECA Act, 
ECA is forrainat : 


A is supposed to terminate. rae 
The draft act that is before you, submitted by the executive branch 
provides that ECA shall continue as long as aid is being administer 


to these several countries. In other words, it extends tho life of . 


ECA 80 long as the program is going on. 
Chairman Ricwarps. That woul mean in these areas so long as 
point 4 is going on? - 


Mr. Coouipce. That is true. That is the proposal. Of course, 
that would be changed if the Co created a now agency. 

_ Chairman Ricwaros. Mr. McGhee, this is a little off the beaten 
track of what you are talking about, but since the wheat business and 
all, how is Mr. Nehru doing over there? ‘ 

Mr. McGuee. Mr. Chairman, certain statements that Mr. Nehru 
has been making recently I think this committee would find very 


’ satisfactory from our point of view. 


Mr. Vorys. After they are presented, avd if authorized and appro- 


ve ee ee a 
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T had, in connection ‘with my presentation here, brought along a 
speech which Mr. Nehru made on duly 8, whieh 2 think your com- 
milteo might bo interested in hearing an abstract from this speceh 
dealing with communism, 

Chairman Ricuarns. Not tho whole speoch? 

Mr. McGuire. No, sir, ‘Shere is an abstract abont his attitude 
toward communism which T think would be interesting. 

Chalrmnon Ricuarns. Let us have that, 

Mr. McGurk. Mer. Nehvu says: 


Comnmiuntem’'a appeal to (ho many has been based on ita promise to astisfy essen: 
(al huinan needs and provide accurity. We have seen that (0 brings tn tts train 
confiet and violence and authoritarianism and suppression of the fidividual. 
Can wo provide cconomlo sccurity and proanne without aacrificiig democratic 
Hbertles?.  Thero is nv reason why this should not be possiblo, Chough (he path 
may bo diMleult. 


That is the most pertinent quotation. 

Choi.ran Rrenarps. And about the most contrary ino regard to 
communism that he has voiced, is it not? 

Mr. McGuer. ‘Uhat. is correet, sir, The Indian Government has, 
however, always taken strong measures against communisin in India. 
Thoy havo in many cases suspended the writ of iabeas corpus in 
doaling with their local Communist problem, Many Communists are 
in jail today. Indio has alwaya regarded communism as an internal 
menace, . 

- Chairman Ricuanns, Aro there any other questions of Mr, MeCheo 
on this point? 

Mr. Vorys. 1 notice inyour specific projects you have one for plows. 
It is, 1 suppose, 10,000 tons of steel to be imported from the United 
States. 

Mr. McQuarr. Let us look at that project. 

Mr. Chairman, I want to go by the wishes of your committes, 1 
hud prepared a statement which I proposed to file and to niake a few 
remarka, Then we have other witnesses her, some of whose testi- 
mony will cover, I beliove, this point raised by Mr. Vorys and other 
points, How would you liko to proceed, sir? 

Chairman Ricuanps, Firat, 1 would propose to ask tho unanimous 
consent to put in the record tho statement you have made. bdo not 
know if there is anything else, wnloss you have something that you 
would like to speak about at this timo, Would-vou suggest wo put 
tho other witnessea on, because wo can call you later? 

Mr. McQire. ‘That is tine. T have tho atatemont which is com- 
prehonsivo insofar as it- describes the program in south Asin. 

Chairman Rievarps. Without objection, that will be placed in tho 


recon, 
(Tho material referred to is as follows:) 


Mr. Chatrman, Mer. Rusk has presented a general viow of the title ITE area, 
its probleina, and our policies tn that area. Other witneasca have dlacussed tho 
apecific characteriatica of southeast Asia and the Far East. | shall discuss the 
area of south Asie whlehinetudes Afghanistan, Pakistan, Indla, Coylon, and Nepal, 

Papeno tho general presentation on south Aala, Dr, ficnnett, tho Administrator 
of the Technical Cédperation Adininistration of the Department of Btate, will 
discuss progratns of technical acelatanco which wa have undertaken In anith Asta 
and will be supported by Mr, Jforace Holmea, who has just returacd from India 
with a first-hand knowlege of tho current program in that sony Mr, Holmes 
has met with great success in hie efforts which are an outsfanding examplo of 
United States fochnical asalstanco to underdévaloped areas, 

f 
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The problems of south Asis differ tn suine ways from those of other areas under 
tite HE, We aro not proposing a program of inilitars: aedstauce for south Asda, 
We do, however, propose a prograns of geant coonamic assistance to Cex five 
counteles In south Aeda avn part of the generat progeam for citle TUE countries. 
With your permlsston, Mr. Chatman, E shall present our views on Cho specific 
problems aml need for (he proposed coonomile programa in the countries of south 
Asia, 

The program for south Asia, while small in celation to tho total needs of the 
ares, Will viel large retuens dn adrongthening the few world and furthering our 
own .ccurity interests, “These progeams, coordinated with) programa bein 
developed by the south Asian countries Chemselves sand Moaneed hy them, will 
docmuch toomeet che great neat af Che countries of south Asia for perceptible 
progress tn solving thelr pressing coonomio problems, 

We belleve that these programe of United States coonomlc assistance are an 
heevesary and fufegral part of tofal development plans iu the area and will en- 
courage further tnitlative by these countrles, Nedile from the material benetits 
to the countries and to the United States, (he propased programs if adopted would 
be additional evidence of aur sincere concera Cor the well ' Lag of free peoples in 
this part of Asia and coutd ats demonstrate ¢o them the eonerete advantages 
of few work? cooperation, 

A alanee at the map shows (hat south Asia comprises five independeat goutteles 
on the periphery of Communist Ada which forma bridge between the free coun- 
trles ut the Near Fast and southeast Asis, Should this bridge collapse, the 
seourity of both the Near Fast and southeast Asia would be jeopardized, 

Some U3) miltlon peopte live in Cho south Asdan ares of 1,500,009 square tuites. 
The areca ls a vital source of many important comimodittes ranging from pepper 
toimanganese, South Asta is the only fmportant area of (bo vast Asian land mass 
which foot under comminist control or under active threat of comunulst 
domination, United States aims in south Asia aco to help and cneourage these 
counteles to deal with problems of cconomle adjustment and devetopment under 
conditions whieh will permit the survival and growth of democratic political 
instttutions, and to promote in cooperation with these countrios, the strengthening 
of the free world. “The proposed prograni of United States econoniilc assistance 
for the individual countries in south Asia will constitute a practical step toward 
the achievement of this afin. 

"Three of the counteles tn south Asia ane nenty independent and the Govern 
mente ofall are non-Communhist, “The steady growel of non-Comuiuinist politicat 
tustitutions ts an easential bulwark agalist espanding Asian communism, Tadic. 
ally, those countries look to the free world for support in their stragate for political 
atabilits, Buternatly, Chey have demonstrated their awareness of the danger 
of comminiin by ateong measures against Communist activity and by public 
demuueliation of communulan, 

INDIA 


India ts tho largest country fa south Ada and, indeed, has the largest pomila- 
tion of the nations in the free world. Lt is over a million square mites fh arca, 
The vast majority of 114 330 million inhabitants are Hindus, but its population 
includes 40 milllon Moses and somo LO tuillion Christians, ‘Tho per capita 
income of Indla is estimated at between $50 and $80 a vear as compared with 
$1,150 fn the United States. The budget of the Central Government of Enitia 
for the present fiscal year {a slightly in oveess of $0 Dillion. 

Tadia is predomiaantly an agricultural countey: 70 percent of ita peopte livo 
in rural arcas and work the land. Tlawever, Codia ts also an Important industelal 
couttey, particularly Un jute and teatito tianufacturing, and has Important raw 
materlals. The hnportanco of its raw materials to the United Staten ls amply 


illustrated by the fact (hat tn 1950 tho United States received (rom India 36.7 _ 


recent of Ita mangaticse importa, 87.4 percent of tulea importa, $5.3 porecut of 

yanito (inports, and 82.8 percent of ita burlap imports. 

One derives a clearer tmpreasion of the cconamle tovel in Indl: when Cis realized 
that the supply of electricity per capita in L0G) was juat over one half of E percent 
of the American per capita supply: ateel consumption per caplia was about 1 
percent of tho United Stated lovel, and coal consumption was about 2.8 percent 
of the Unitol Staics level, 

Indian agricultural dovetopment is retantect and the produetivity of Indian 
farins la far below its real potential. While 70 porcen: of India’s population work 
tho land, only one-half of India’s national Income ts dorlved from ageloultural 
activity, Indian yields of rico are somewhat undor 750 pounds per acre as 


ere se 


ae 


On mn hates 


“ey et 


992 THE MUTUAL SECURITY PROGRAM 


compared with 1,400 pounds per acre in the United States. Food consumpiion, 
which affects the productivity of labor, has been declining over the past decade. 
Even with substant!s) food-grain imports, ranging from I} million tons in a year 
of comparatively good crop yields to almost 6 million tons in the current year 
the In diet is far below a healthful minimum. The present supply of food 

ains from domestic production in India is equal to 1,400 calories per capita per 

y and the total f supply is equal to 1,760 calorles for the average consumer 
per day. This represents a decline, over a decade, of about 16 percent. 

A number of reasons may be adduced to explain the slow progress In raisin 
living standards in India. A Fer, ad impediment is the shortage of trained an 
experienced administrators and technicians required to manage important develop- 
mental projects in agriculture and industry. While India was not a theater of 
active combat during World War II except for Japanese attacks in castern Assam 
and Manipur it was an important base of operations against the enemy. During 
the war its industries and transportation system were strained to the utmost, 
without adequate cervicing or replacements, to make possible a maximum 
contribution to the Allied war offort. 

India’s economy as it emerged from the war was further adversely affected by 
the dislocations and upheavals which accompanied the partition of British India. 
Most of the capital which has been available has been used, not for new develop- 
ment, but rather for reconstruction. Furthermore, since the war the leading 
source of certain important raw materials and manufactured items needed for the 
various developmental projects in India has been tho United States, and in com- 
mon with other nondollar countries, dollar exchange has been strictly limited and 
rationed for current as well as long-term needs. 

Last year a series of natural ters which affected food production forced 
the Government of India to allocate to food purchases even larger quantities of 
dollar exchange, which under norma) circumstances could have been used for the 
Purenase abroad of machinery and equipment for industrial and agricultural 

evelopment. Theee disasters occasioned the need for emergency food ald which 
the United States extended on a loan basis. The proposed program is designed 
in part to help combat this sort of problen on a long-range basis. 

é partition of British India and the events which accompanied it have given 
India one of the most difficult refuges problems in the world, and certainly one of 
the largeat in terms of the numbers of displaced persons. Extraordinary efforts 
and expenditures have been required to care for more than § million people who 
left their homes In Pakistan and come to India. 

In August 1947 India achieved full independence as a dominion in the Common- 
wealth of Nations. In fulfillment of its prelncependonee ledges, the Congress 
government adopted a republican form of government on Jaruary 26, 1950, but 
retained its membership {n the Commonwealth. India’s new constitution pro- 
vides a form of government similar {n many respect’ to the British parliamentary 
system, but many of {ts provisions have been drawn from our own Constitution, 
as well as from the constitutions of other democratic countries, 

India is atro nationalistic, proud of its recently acquired independence, 
opposed to colonialism, and anxious to participate In the solution of Asian prob- 
lems. While its Government and the vast majority of the people are anti- 
totalitarian and are intensely anti-Communist in the domestic sphere, India has 
not firmly alined itself with the western and democratic countries as opposed 
to the U. 8. 8. R. and its satellites. On the other hand India voluntarily retains 
its membership In the Commonwealth of Nations, is an active member of the 
United Nations, and since the founding of the United Nations has by and farge, 
except for the China case, voted on the same side of questions as the other non- 
Communist countries. India’s foreign polloy seeks to keep the country out of 
what India regards as a global contest for power. The Government of India 
and its people want time to develop India’s economy, to improve living standards 
and to reduce sickness, hunger, and illiteracy. The Government of India and 
the State governments are stern in their treatment of Communists, who are the 
moet bitter critica of India’s present government. ‘ 

In common with other countries of south Asia, the people of India believed 
relief from poverty and hunger would come with independence. Progress toward 
the amelioration of economies conditions has fallen short of their general expecta- 
tions. The Government and the people of India are aware that the seeds of 
revolution in India are present wherever there is widespread poverty and I[nade- 
quate social services. The perpetuation of these ills leaves the population 
vulnerable to subversion by communist opportunista, The people of India would 
not willingly submit to an imperialism more cruel and d ng than any the 
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world has yet seen. Yet in desperation some of them are already tempted to 
accept the promises of Communist agents. Tangible belterment of thelr lot 
can do more than anything else to foil communist sims. The continuation in 
power of a government founded In democratle principles depends in large measure 
upon the success with which it meets and overcomes pressing economic problems. 

For these reasons the Government of India gives gh priority to agricultural 
and industria) developmental projects for the raising ‘of living standards, India 
has not received large amounts of United States assistance for economic develop- 
ment. There has been limited technical assistance under the point 4 program, 
and the United States has assisted India, at a cost to us of $7 million, to purchase 
grain sorghums at special prices, Under the Emergency Food Ald Act the Congress 
recently authorized a loan to India of $190 million for the purchase of food grains, 
The International Bank for Reconstruction and Development has granted to India 
loans of $65 million for rehabilitation and development. 

It India is to make rapid progress in the completion of its presently projected 
programs, it must have outside assistance to supplement its own efforts, An 
expanded program of United States economic assistance is therefore necessary. 

e have followed with great interest the formulation of plans for essential 
development in India and other countries of the area under the Colombo plan. 
The initiative shown in embarking upon this 6-year plan and the more recently 
announced revision covering a pe of 5 years, Is gratifying to all who believe 
India has an important role to play in the free world. 

In their scope, the two plans are similar. The program for India covering a 

riod of 6 years from July 1, 1951, calls for a total expenditure of almost $4 billion. 

ven with the assistance given by countries now participating in the plan, India 
is not yet assured that it will be able to arrange the financing needed to carry 
out the program of devclopment so necessary to reverse the decline in the Indian 
standard of living. India does not have large reserves of foreign exchange avail- 
able for long-term developmental expenditures, nor is {ndigenous private capital 
available in sufficient quantities for investment A ase 

The economic assistance proposed In the Mutua] Security Program is designed 
to aid in the attainment of the economic stability which is the key to the main- 
tenance of India’s political stability. It is designed fn particular to help solve 
India’s formidable food problem which is the most important single economle 
challenge facing the country. It will provide India with a portion of the capital 
and technical assistance required for the most effective development of its 
resources, while promoting trade between India and the United States. 

Since the principal weakness in India’s economy lies In its agriculture and since 
the quickest reeults can be expected from spoons rojects in this field, the pro 
program of United States cconomie ald for India would be directed toward an 
extensive improvement in agricultural productivity. The United States has 
particularly valuable experience in the discovery and use of those techniques which 
are directly applicable to India’s present needs. Results in the improvement of 
agricultural productivity can be spectacular as is demonstrated by pilot projects 
undertaken by Mr. Horace Holmes in Indis. Mutual Security Assistance, by 
broadening the scope of efforts such as those of Mr. Holmes, would strike at the 
primary economic problem with high prospects of a rapid ne 

Efforts to assist Indian agriculture under the proposed Mutual Security Pro- 
gram would be directed toward the use of land not now in use, the provision of 

seod to sow the land, and fertilizer and water to nurture the seed. 

Several types of projects will serve to illustrate the program which can be 
carried out In India with United States assistance. Three million acres of land 
presently overgrown with grass and jungle can be reclaimed and put into the 
production of additional food grains. Better seed, implements and techniques 
could be Introduced through agricultural extension projects. Indian agriculture 
now lacks sufficient fertilizer. Advantage may be taken of available raw materials 
to construct additional fertilizer manufacturing plants which could be eepecied 
substantially to increase production within about 18 months. A project for sinking 
tube-wells can provide ground water irrigation for over a million acres and make 
available for production additional acreage which has been lost through saturation. 

A fisheries project can take advantage of what are at present India's partially 
utilized resources for deep-sea fishing; the food made available would constitute a 
substantial addition to the protein content of the average Indian dict. Technical 
assistance can be provided for ecclogical survey work to facilitate India’s produc- 
tlon and export of scaree materials, Technical assistance can also be provided in 
a variety of other fields including vocationa] education and public health. 
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Essential: economie development in India will require considerable grant aid 
in addition to the limited additional amounts it may be able to borrow. The 
Pre United States aid under the Mutual Security Program will help fill 

his gap. Nevertheless, it is expected that India will Supply almost all of the 

currency costs of the program. It is contemplated that the administration 

of the progratn will be undertaken by the Economic Cooperation Administration, 
with a small ECA mission. 

Without forelgn assistance the Government of India will of necessity have to 

tpone or abandon certain of its critically, needed development progiams in 
order that it may devote larger quantities of f(s capital to cutrent and consumer 
ni S, e 
An ald program could also be expected to demonstrate to the poople of India 
that it is possible for a country to enter into cooperative arrangements with 
another foreign country in such a manner that there need be no infringement of 
traditional ‘concepts of state sovereignty and freedom of action. An tmportant 
byproduct of a program of aid to India would be tho beneficial effect of day-to- 


_déy contact between Americans and Indians at the working level. 


A response on our part to India’s pressing need for assistance In raising or at 
least in preventing a further declino in living standards would clearly demonstrate 
our basic good will toward the people of India and alive them tanzible evidence of 
our willingness to assume some responsibility for critically needed ald when such 
aid is necessary to defend freedom-loving ple against thrests of force or sub- 
version and to prevent the perpetuati. of unendurable conditions of life. 


PAKISTAN 


Pakistan, the fifth fargest nation in ¢he world, and the largest Muslim country, 
emerged as independent when the British withdrew from Indis. An important 
link between non-Communist Asia and the Near East, Pakistan occupies a 
prominent position in the Muslim world. It is a member of the Commonwealth 


’ with a federal form of government. The members of the Government of Pakistan 


are those who ted the Independence movement which led to Pakistan’s birth, 
The people of Pakistan, like those of India, looked forward to great economic 


. betterment following the achievement of independence. They have assimilated 


western education and political tradition. and aro strongly oriented toward the 


- west, particularly the United States. Tho inability of the Government rapidly 


to bring about progress in improving economic conditions in the new nation 
adverse H affects its political position. 

The Government of Pakistan has taken active measures to repress internal 
Communist activity. While Pakistan has recognized the Communist Chinese 
Government, it is clearly aware of the aggressive aiins of communism, and secks 
the friendship of the United States and the non-Communist countries, 

Ite basic problems of a low standard of living and lack of basic industrial 


. development were compounded by the problems of partition which left Pakistan 


divided geographically. In approxtmate.y 370,000 square miles, Pakistan has a 
total population of over 75 million, of whom 42 million are in eastern Pakistan. 
Density of population per square mile is approximately 207 for all Pakistan and 
773 for eastern Pakistan. . 

. Roughly 75 percent of Pakistan's national income is derived from agriculture 
and over 80 percent of the country’s agricultural production is confined to two 
principal f grains—rice and wheat, and two cash crops—raw jute and raw 
cotton. Rice production amounts to about 8 million tons a year and about mects 


_ the nation’s requirements. Under good crop conditions, Pakistan produces 
. about 4 million tons of wheat annually, of which about one-half million tons are 


available for export, 
akistan lacks the basic mineral resources for large industrial undertakings, 


- although small quantities of coal, petroleum, gypsum, limestone and chromite 


are produced. Most of Pakigtan’s chromite Is exported to the United States. 
The country’s few industries consist mostly of cotton mills, jute presses, railway 
shops and foundries, sugar and flour mills, and ¢wo amall petroleum refineries. 
Although it bas potentially important hydroelectric sites, actual facilities for 
electric power are still modest. 

Bince adequate capital for development is lacking internally Pakistan looks 
abroad fot assistance. It has accepted assistance from the United Nations; it 
activel cooperates in the Colombo plan; and it is accepting bilateral assistance 
from the United States under the point 4 program. As yet, only limited progress 
has been made {n carrying fo completion the plans drawn up under these various 


_ auspices, 


‘ 
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Under the Colombo plan, Pakistan plans for developmental projects contem- 
plate a total expenditure of $786 million in public funds over a 6-year period plus 
an additional $140 million in private investment. In the governmental sector, 
more than a third is devoted to agriculture, a fourth to transportation and com- 
inunication, @ fifth to fuel and power, and the remainder to smaller industrial, 
housing, educational and heaith preran For the Pakistan part of the financing 
of this program, strong reliance is placed on an extremely favorable change in the 
ptesert condition of the budect, the batance of payments, and the volume of 
internal capital formation in Pakistan. 

To date Pakistan has not made any loan agreements, although discussions are 
now under way for arranging a loan with the World Bank. Yet it is unlikely that 
Pakistan could borrow and service international loans tn sufficient amounts to 
finance all those economic development projects which are essential if cconomic 
and political stability are to be assured. 

Like Indias, Pakistan is a new country that had to organize its economy over- 
night in the face of a vast influx of some § million refugees without sufficient 
capital resources to meet its economic problems, Taking Pakistan as a whol, 
population pressure on the land is fess severe than in India but, on the other hand, 
crop yields are generally lower. Practically none of the industrial installations 
of undivided India went to Pakistan. Thus the country finds itself with a large 
refugee population who must be cared for with an cconomy producing valuable 
raw materials but devoid of manufacturing facilities, and with an extreme shortage 
of technically (rained personnel. Favored by a steady demand for its raw mate- 
tials, Pakistan has made some strides toward solving its cconomlc problems. 
Nevertheless, because of the scarcity of funds and trained technical personnel, it 
has hardly begun to realize ita economic potential. 

Outside economic aid is needed to increase agricultural production and diversify 
the economy of the nation, so as to raise the standard of living, and to create 
stable internal c-onomis conditions. There ia evesv reason to believe that once 
the initial impeius is given, interns! capital will be encouraged to participate i 
aking further progzrss. 

The economic assistance proposed under the Mutual Security Program is 
designed to assist the Government of Pakistan in carrying out its own program 
of essential economic development. The Mutual Security Prograni of economic 
assistance would concentrate on the improvement of agricultural techniquea by 
the introduction of American extension methods, improved implements, and by 
encouragement of the use of fertilizer. The proposed program would provide 
for the introduction of tractors for the reclamation and (illing of large areas so 
as to achieve the optimum utilization of larger tracts of land. In addition to a 
direct attack upon the low standard of living in Pakistan, increased agricultural 

roduction will benefit all of south Asia. The reclamation of land, particularly 
nthe Thal region, will go far to resolve the refugee problem in Pakistan, by putting 
reclaimed land at the disposal! of refugees. [t is anticipated that the application 
of fertilizer, chiefly ammonium sulfate, to the land can be expected to increase 
yflelds up to 30 percent. 

The program can also sponsor the introduction of modern methods of rapid 
road construction. Pakistan’s roads have never been fully repaired after suffer! oF 
epnsiderable deterioration dung World War II. Assistance in this field wil 
make an important contribution in improving distributional facilities of the coun- 
try. Vocational education would also be stinvulated by ald in tho establishment 
of technical trade schools. A geological survey would be of considerable help to 
Pakistan In gaining a better knowledge of ita resources. It Is hoped that the 
proposed program will be administered by the ECA through a modest size ECA 
mission. 

If no United States aid were provided, the Pakistan Government would find 

it difficult to provide the Improvement in economic conditions that the people 
have been expecting as a result of their new-found independence. As in most 
countries, so in Pakistan political stabjlity is directly related to progress In the 
improvement of the lot of the common people. In Pakistan there is a firm belief 
that the Government is responsible for any major economic development. This 
decline is more than local and tends to become cumulative as one goes from the 
local [evel to the central government. 
The Communist Party is attempting to increase its influence, particularly 
among the large number of refugees who haye not yet been successfully assimilated 
into the Pakistan economy. Although the Government continues to enjoy wide 
popularity, it must make substantial proenees in its efforts to Improve living con- 
ditions for the people in order to ntain their support. 
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AFGHANISTAN 


Afghanistan, with a population of about !2 million, is an Important and 
strategically located country of south Asis. Afghanistan {fs land-locked, sur- 
rounded by the Soviet Union, Pakistan, and Iran. The population Is agricultural 
and in part nomadic. Its agricultural economy fs primitive with relatively few 
opportunities for the accumulation of private savings. Living conditions are 
extremely poor. It is, however, a primary source of karakul skins for the United 
States. Potentially Afghanistan is rich in mineral resources which, so far, have 
been only partlally explored. Manufacturing and communications and trans- 
portation facilities-are in an elementary stage of development. 

Beginnings of a systematic program for the development of light industries 
and mining were made between the two World Wars, but the country still is almost 
completely dependent on imports for petroleum, machinery and vehicles, building 
materials, textiles, and other consumers Goods of many t . During World 
War H, ‘Afghanistan was able to accumulate considerable foreign exchange re- 
serves by exports of karakul skins, raw cottion, hides and skins, wool, fruits and 
nuts. ese reserves, supplemented by an Export-Import Bank loan of $21 
million, have been committed to a number of large river valley development 
projecta some of which are nearing completion ahead of schedule. They involve 
the production of hydroelectric power, the irrigation of large tracts of poten- 
tially fertile land, and significant improvements in the country’s transportation ays- 
tems. These projects will create opportunities for the settlement of seminomadic 
and nomadic tribes and will thereby contribute to the political stability of the 
area as well as to ita economic progress. 

The concentration of the country’s resources on these major projects has limited 
the resources available for strengthening other aspects of the Afghan economy, 
namely, manufacturing and mining. United States economic assistance to 
Afghanistan other than the loan already mentioned, has not been great. It has 
been supplied primarily through technical assistance for the development of 
Afghanistan’s basic mineral resources and improvmement in technical skills. 
Belted Nations pechnle ee ery been exerted are ee The 
small program proposed ressed to one of the prince shortages t res- 
ently hen Tt eeononis development in the Kabul pea the lack of coal for heating 
and manufacturing purposes. Expert advice has been obtained, and equipment 
for a fivefold increase in coal production has arrived at Ishpushtu, the principal 

ne. @ proposed program would make its contribution in assuring the dis- 
tribution of the coal where it is needed. 

Afghanistan’s needs for economic development are great and frustration of oft- 
deferred improvement would offer attractive opportunities for subversion never- 
theless. Afghanistan is determined to cope with these problems and Is putting 
forth admirable effort. Therefore, while proposed United. States economic 
assistance to Afghanistan is small it will give encouragement and support to the 
programs already developed under Afghan Initiative. 


CEYLON 


Ceylon is an.island of 25,322 equare miles with a population of 7} million. 
eran on Independent country and a member of the Commonwealth in 
ebru E 
The Goverament is under constant criticism stemming from 1ising prices and 
slow progress in carrying out programs of economic development. Ceylon’s 
Government leaders are now making a sincere effort to improve living conditions. 
se Aig is of great strategic importance to the United States, Vndereieped, pet 
rich in certain {mportant reeources Including graphite and rubber, Ceylon has 
been seeking foreign economic and financial esaistariog to carry through important 
agricultural and other developmental projects. In common with the other 
countries of south Asia, Ceylon is prone to think that {n the distribution of finan- 
cial ald to foreign countries, it has been neglected despite the urgency of its need. 
As in the case of the other countries of south Asia antidemocratio forces in Ceylon 
are able to capitalize on the slowness of economio progress and entice the people 
to communism as the panacea of their social and economic ills. 
Ceylon depends on a eee for 60 percent of its food grain supply, and it pays 
for these imports almost entirely by exports of rubber, tea, and coconuts. In 
riods of high prices for theee exports and when food imports are easily available, 
lon prospers. On the other hand, a drop in taw material prices and shortages 
of food grains spell hardships for Ceylon’s population. This excessive dependence 
on an unstable export economy is not Imposed upon the country by the character 
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of its natural resources, but is the product of historical developments. The 
Government of Ceylon wishes to rectify the existing imbalance of reclaiming part 
of the present jungle for the cultivation of food crops, restoring the ancient Irriga- 
tlon works and increasing production on the land now under cultivation by the use 
of better methods. 

The United States program proposed for Ceylon {s designed to supply expert 
assistance for programs that the vernment of Ceylon fs planning to finance 
largely with its own resources. The three fields in which such assistance is to 
be given are agricultural extension, water resources surveys, and the production 
of educational training films, 

NEPAL 


Nepal lies astride the Himalayan passes that lead from Tibet to the Ganges 
plain of northern India. Most of Nepal’s 56,000 square miles are mountainous 
and communications are almost totally lacking. Nepal’s population is estimated 
at about 7 million. 

Nepalese leaders took to the United States for assistance and support of their 
country’s independence. The great interest shown by the Nepal Government in 
technical and economic afd for developing the country’s resources has resulted 
in the recent signing of a bilateral agreement with the United States for assist- 
ance under the point 4 program. This assistance program, although small at 
the moment, is being actively pursued by the Nepalese. 

There is no important mineral production at present in Nepal, although the 
Government of Nepal is anxious to secure American assistance in increasing 
production and in utilizing untapped mineral resources. Likewise, agricultural 

roduction is low. The proposed program for Nepal is concentrated in two fields. 

he program will supply (a) United States agricultural experts who wil assist 
local officials In raising the present low yields, and () a mineral expert who will 
assist in determining the extent of the country’s mineral resources and the feasi- 
bility of their development. 

yinaly a& general statement regarding United States objectives in South 
Asia. They are simple and well known. We desire the enduring friendship of 

the countries of south Asia—a friendship based on mutual confidence and 
integrity in international dealing, on our common devotion to accepted principles 
of international law and conduct, and our common respect for the independence 
of nations and their right to develop in accordance with thelr own genius. The 
governments and peoples of south Asia share three aspirations: They want to 
maintain their indepencence; they wish to join in collective efforts to maintain 
world peace; they wish to improve their living standards. These are the aspira- 
tions of the American people as well. . 

Without exception these oountries of south Asia are beset with tremendous 
internal problems—problems of such magnutide that they might well s er 
more experienced governments and put a strain on stronger economies. In their 
understandable preoccupation with these immense local problems ounng & period 
when other free countries are learning through bitter experience of the Insatiable 
aggreesiveness of international communism, some of these countries have some- 
times regarded the threat of Asian communism as less immediate than we. This 
difference in emphasis need not obscure the fact that they are determined to 
remain free and that they are pled to resist external] attack. 

The national independence of these countries rests on a continued political 
stability and on economic progress—progress that will be apparent to the common 
man in what he eats and wears. Economic progress has ao far been dangerously 
insufficient to insure political stability. A program of economic assistance to 
the countries of south Asia will serve to accelerate essential economle improve- 

. ment, and by strengthening the countries of south Asia will reinforce the security 
of all other nations of the free world. 


Chairman Ricnarps. If you have anything else that you can think 
of which is particularly pertinent to the question we are discussing 
right now, I wish you would go ahead and say it. 

{r. McGuee. I will be guided by our committee’s wishes. 

Mr. Vorys. I wondered if Mr. McGhee has a general statement of 
the program in south Asia. It might save time now merely to re- 
ceive it and file it. He would know better than we whether we should 
hear it at this time, or at least a summary of it. 
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Mr. McGuer. Why I raise this matter is that the particular ques- 
tion that Mr. Vorys has asked comes under the program of Mr. 
Horace Holmes, whom we brought from India to testify on this 
point. I thought after you heard Mr. Holmes testify this morn- 


ing—— 

Airs. Botton. Does it make any difference? 

Mr. Cooripus. I think I can answer that question. We did not 
have him on the list. Woe were not sure he was going to arrive. He 
is an integral part of the program. 

Chairman Ricwarps. What phase would he bo most. conversant 
with, and similarly what about Mr. Loftus? 

Mr. McGuer. Mr. Loftus has been responsible for the develop- 
ment of this over-all Title HE program. In the Department, he is 
Economic Officer for the Near Eastern, South Asian, and African 

ureau. ; ’ 
Chairman RicuHarps. You would know which would be the best 
man to give us the information on the particular subject we are 
discussing, Mr. Loftus or Mr. Holmes. 
Mr. McGuee. Mr. Chairman, with your permission, sir, may we 
proceed in this way: My particular responsibility covers India, 
akistan, Nepal, Ceylon, and Afghanistan. May I make a brief 
presentation covering that area, to supplement what Mr. Rusk said 
yesterday? 
Mr. Rusk gave an over-all statement in connection with title HI. 
Since his particular responsibility in the Department does not cover 
the’south Asia territory, I think he left for my bureau the presentation 
of that program. 
Chairmen Ricuarns. The thing I was interested in was letting you 
outline the procedure as :to making the best case for the part of it 
that you are intcrested in. 
If you think it is best to make your statement now, do that. 
. Mr. Vorys. What you have fincd up this morning is a kind of 

clean-up on title If, and these fellows would know the kind of stuff 
we want. I certainly do not want to pop a question ahead of time 
that will come up in the orderly way later and throw you off base. - 

Chairman Ricwarps. That is exactly what I am telling the Secre- 
tary. I want him to either proceed now along that line or call on the 
man you think best can give us the information. 

Mr. McGuee. With your permission, I will file this statement 
and make a brief statement of my own, and call on Mr. Holmes. 

Mr. Bennett, who is in charge of the TCA program, and who was 
scheduled to testify, is overseas on official business. Mr. Bennett will 
be back on Thursday of this week. If your committee desires, ho will 
‘be available for testimony at that time. 

I would like to state, first of all, that for south Asia we request no 
prant for military assistance. We sce no need for it. The countries 

ave not requested it strongly. We do not find it in our interest at 
this time to offer it. ; 

We do request funds for economic assistance for this area. This 
area, as we described earlier, includes the independent countries of 
south Asia—Afghanistan, Pakistan, India, Nepal, and Ceyton. There 
; are some 450 millions of people, covering 4 million and a half square 
miles, 7 1 


THE MUTUAL SECURITY PROGRAM 999 


Mr. Lannam. Mr. Chairman, can I ask a question that is bothering 
me? Mr. McGhee has said that they have not requested any militar 
aid. I wonder if they have requested this ECA aid or this other aid, 
or is this program something that your Department is proposing 
without any requests from these countries for aid? 

Mr. McGuer. Mr. Lanham, the countries that we propose aid for 
have in various ways, either formally or informally, let it be known 
they desire aid from us. We request no aid that we do not feel it is 
in our interest to provide. 

The existence of a formal request covering the specific amount that 
we pt for, we do not consider as a necessary precedent to our extend- 
ing aid. 

You can be sure, sir, we would not wish to give aid to anyone who 
would not desire it. In the caso of these countries, we know they 
desire it. 

Madame Pandit, the Indian Ambassador, in a speech last week, 
stated clearly that the Indians needed our economic aid in their 
agricultural development. As a part of the Colombo plan, which 
includes three of the countries here under discussion, a specific appeal 
was made to other countrics, not naming us in particular but meaning 
countries like ourselves who were in a position to do so, to assist them 
in carrying forth their over-all plan on a 6-year basis. 

In the case of these countries you have as formal a request as anyone 
could expect from the countries who want our assistance, and where 
we feel it is in our security interest to do so. 

Mr. Lanuam. Thank you. 

Chairman Ricuarps. Is it not a fact, Mr. Secretary, that in going 
into this areca and doing the things that are probed here, you mention 
it is pretty hard to pass on the question of whether or not you had a 
formal request by a government as such, and after all the provision of 
these funds for the specific area, and elsewhere, is based on the theory 
that by spending this money we will be carrying on the gencral battle 
against the expansion of communism; is that not right? 

Mr. McGuee. That is correct. 

Chairman Ricuarps. And sometimes it may be wise. I doubt 
that the general rule will allow you to make proposals yourself to do 
certain things to help these areas; is that right? 


Mr. McGuee. That is correct, sir. The assistance could not bo. 


effective if the recipient country did not desire to have it, and would 
not make proper use of it. On the other hand, there are many 
situations in which the initiative for the assistance could well come 
from us. They may not have thought of it. 

Chairman Ricpzarps. The basis for that initiative should be the 
over-all world picture and the danger of communism; is that correct? 

Mr. McGuee. Thatis correct. I think we would be in a dangerous 
position if we reacted only to requests. The requests may be far in 
excess of what we should furnish. Many of the countries in the 
Middle East and Asia are new countries. They are self-conscious 
about being new countries. They are proud. They are reluctant 
to make requests, particularly where there is a danger that the request 
will be, turned down. They feet it might be an indication of weak- 
ness; that they recognized our powers over them. 
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Chairman Ricuarps. And they might bo afraid to make requests, 
like Czechoslovakia, Poland, and all in the European set-up when 
Russia laid down the law that you cannot participate? 

Mr. McGues. Thatis correct. In any event, before tho assistance 
is given, you may be sure there will bo a bilateral agreement to cover 
all of the pointe under which tho aid will be given. 

It will be evident that they want the assistanco and will use it 
properly. 

Mrs. Botton. Mr, Chairman, arc we not going to withhold our 
questions until the Secretary has made his statement? 

en Ricuarps. If it is the gentlewoman’s wish, we will do 
that. 

Mrs. Botton. I thought we were going to do that. 

Chairman Ricuarps. That rule will apply to you as to any of the 
rest of them. 

Mr. McGuee. I will try, Mr. Chairman, to keep my remarks as 
brief as possible. 

South Asia is the most stable area that exists today in Asia, which 
includes countries that are oriented to the West, that cooperate gen- 
erally with the West, that are aware of the internal problems of com- 
munism and are determined to defend themselves against aggression. 

One finds elsewhere in Asia much instability and even actual war- 
fare. In this area are 460 million people, one-fifth, approximately, of 
the people of the world, and about a third of the people in the free 
world, They have relatively stable middle-of-tho-road governments. 
Thoy cooper’ with us and are peoplo with whom we can work. 

If we should ever lose these people to communism, if they should 
be added to the 800 millions already under the contro! of communism, 
that would give communism tho majority of the people in the world. 
I, myself, would be pessimistic about the future of the relationships 
between tho free world and Asis, or indeed the future of the free 
world itself, if that ever took place. 

If one turns to the individual countries in this area, India, of course, 
looms largest, both in terms of size and population. India has 350 
millions of people. It is the largest one. country of the free wérld. 
India; finds herself in the position of having a great excess of popula- 
tion in respect to available resources, Thoy have a low income, some 
$50 or $55 a year per capita, compared to $1,450 in this country. 
Yet, India is extremely important to the Western World, both from 
the standpoint of its people and its mineral and other material re- 
sources. 

We, for example, receive some 36.7 percent of our manganese from 
India; some 87% percent of our mica and some 82% percent of our 
burlap. The Indians, on the other hand, depend to a considerable 
extent on the west. ‘The must, even in good crop years, importa 
million to 2 million tons of wheat a year from the west. They obtain 
all their oil products from thé west. ’ 

The agricultural yields of India and the productivity of its industry 
are extremely low. The Indians, for example, consume only one- 
half of 1 percent per capita of the electricity that we consume; 
1 percent of the steel; 2% percent of the coal. Some 70 percent of the 
people of India are farmers. Their prodyctivity is only one-half of 
ours. They produce 760 bushels of rice per acre as against 1,400 in 
this country. 
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India has all the problems of a new state, the establishment of an 
effective administrative organization, the problem of balancing her 
accounts with the rest of the world in which she is projected for the 
first timo, the problems of acquiring political maturity and developing 
trained Sader This has been added to the problem of her low 
productivity and her very Jargo population. You are aware, of course, 
of the request which India made upon us recently, and which this 
committes acted upon in a most forthright way, to assist in mecting 
a gravo crisis arising out of a short crop in their grain production. 

am glad to report that the reaction in India to this generous gesture 
on the part of this Government in making available $190,000,000 on 
& loan basis to purchase this wheat has been most salutary. It has 
contributed to the favorable editorial comment that wo now find in 
Indian papers with respect to this country. 

This country has also given some point 4 assistance during the past 
fiscal h Kegs Wo assisted India last year by subsidizing sorghum going 
to India to meet their grain needs to the extent of $7,000,000. mo 
of this help was in tho form of an ECA advance from its ‘general area 
of China” funds; the balance was in the form of concessionary price 
worked out with the Department of Agriculture. The International 
Bank has loaned some $62,000,000, largely for river development proj- 
ects. The Indians, together with the other southern and southcast- 
ern Asia countries, have entered into the Colombo plan. Under this 

lan India would, within a 6-year period, expend somo $4,000,000,000 
or their economic improvement. This economic development would 
cover all phases of the Indian economy. They would utilize to a con- 
siderable extent their own indigenous currency and resources. They 
would also depend in the carrying out of this plan on some $1,110,- 
000,000, in dollars, of which part would have to come from outside 
sources, 

This, as I stated previously, is in a sense a formal request from 
India, as a part of this larger Colombo plan, to assist her in her develop- 
ment. Tho responso we propose here could well be considered our 
response to the Colombo P an, 

might also say that tho grain which is to be furnished and which 
will generate at least $150,000,000 of rupec equivalent in India can 
also be considered as contributing to the Colombo plan, since a 
large proportion of theso funds we would hope would bo devoted to 
the Indian 6-year Colombo plan development program. - 

I might just briefly review here the present Indian political policies, 
because they havo in the past been a matter of some concern to the 
Congress and to the American people. 

It is clear, as Mr. Nehru stated in the excerpt I read, that India is 
aware of the problem of internal communism, even though sho has 
not been as aware as we would like of the danger of external Com- 
munist aggression. India has stated clearly she would defend herself 
against aggression, if it comes. 

India has in general cooperated in the United Nations with us and 
the other countries of the West. The principal point of divergence 
that has arisen has been with respect to Communist China. There 
we must face clearly the fact that India has had a different policy 
toward Communist China from the policy which this country and 
other western countries have had. 
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As you know, tho Indian Government voted for the basie Security 
Council resolution with respect to aggression in Korea, but as you 
know atso, sho did not participate in the resolution branding Com- 
munist China as an aggressor, 

India has shown 8 natural tendency to attempt to sce in Communist 
China the best that sho possibly can, asa fellow Asian. She has not 
folt that Communist China has had aggressive designs vis-a-vis the 
other Asian countyies. 1 think that has been the basie difference 
between us. 

India did supply an ambulance unit for the Korean War, although, as 
you know, she did not supply troops. ‘There exists in India a feeling 
of neutralism with respect to the so-called cold war. The Indians do 
not feel that it is their conflict, Wo think they are wrong, of course, 
and we attempt to refute their arguments, but they see the cold war 
as 8 preat power struggle between the Russian system and the West, 
and thoy would like to stay out of it. 

They feel themselves weak economically, and would like to have 
time in which to develop themselves before they are projected into 
the struggle, if the struggle must continue, They still have a con- 
siderable reaction to the period of their colonial existence, ‘They are 
afraid of any country or system which has enough power to exert a 
strong influence over them, because they are determined to preserve 
the independence which they have won. ‘This applies to some oxtent 
even to us in that they do not want to be dominated by us or any other 
country, cither economically, culturally, or politically. 

The program we propose here for India is basically agricultural, It 
is basically directed to the problem of overcoming the great deficieney 
Which India has incher production of food grains and other food 

roducts, India must normally, even in good years, import up to 
2,000,000 tons of grain. The program which is given to you in detail 
in tho breakdowns «directs itself to this food production problem ina 
nunber of specific ways. 

For oxninple, it directs itself to assisting the Indians in the reelaim- 
ing of somo 3,000,000 acres of land which have been overgrown by 
tho Kans grass, a typo of grass that prevents other erops from being 
grown on this land. This grass is very difficult te exterminate. 

Tho program includes expansion of agricultural extension services 
whith have been so successful in India, and particularly the project 
under Mr. Horace Holmes. Wo are fortunate to have Mr. Holmes 
with us. He left India last Friday to come back and testify before 
your committee as to the great possibilities that exist in India in 
increasing food production. In the area in which he has worked 
food production has been increased as much as 60 percent through 
pcunen methods, demonstrating botter seeds, better plows, and so 

orth. 

In addition, thls program would anticipate the building of more 
fertilizer plants. Ono of the best ways to increase agricultural 
production is to make cheap fertilizer available to the farmer. This 
offera moro possibilities than tho expansion of agricultural lands, 
aince the total amount of land that can be brought under cultivation 
is timited., © 

Tho one largest exponditure in the program is for the drilling of 
somo 3,000 tubo wells which would belle under irrigation, land w fick 
is not productive now or only sponidically productive at a low lovel, 
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because of the uncertainty of rainfall, ‘This would be a comprehensive 
roject including geological work in locating the correct ground water 
evels and the drilling of wells. 

In addition, there are projects proposed for fishories nnd geological 
surveys in helping map mineral resources of India which are nat yet 
developed, 

1 might say in connection with Tndin’s mineral resources that we 
currently obtain fram Incdin quite satisfactory quantities of the man- 
ganese, mica, and chromite, India makes them available to us with- 
out any restrictions. In addition to the specitie projects that 1 have 
just described, Chere are others that TP should be happy to discuss 
with you, 

(Discussion off the record.) 

Mr. MeGure. When one turns to the other countries of south Asin 
one finds in Pakistan a somewhat different problem, Tis a Moslem 
country and looks to the west, whereas Indin looks to the east, 

Pakistan is the lanrest Moslem country and has 83,000,000 people, 
of which slightly more than half are in eastern Pakistan and the 
remainder in western Pakistan. Te is a food surplus country. Tt 
produces 8,000,000 tons of rice and sufficient wheat in excess of its 
needs to he able to export ¢o India some half-million tons a year. 
does have a need for expanding its industries. In the partition 
Pakistan got almost none of the industries of old British India. 

Pakistan stiff needs, however, to improve its agricultural methods. 
Seventy-five percent. of its income comes from agricullure, mostly 
Wheat, rice, jute, and cotton, Tt also needs to develop its hydre- 
electric power and start industries which can give iC a more diversitiod 
base and assist in raising the standard of living which, like in India, 
is very low. 

(Discussion off the record.) 

Mr, MeGuer. Ceylon is a deficit country in food, She must im- 
port some 60 percent of hor food, and she can pay for it during times 
of geod prices for her products-—her rubber, graphite, and tea-—but 
normally it is difficult for her (a pay for her imports, We would like 
to help expand agricultural production and assist Ceylon in other ways 
through technical assistance. 

In the case of Nopal, a country of some 7,000,000 peoplo, land- 
locked behind India, up against the Himalayas, we would like to 
nssist these people, who are just awakening to tho modern world, 
and help them in developing their resources, ‘Thoy have unexplored 
mineral resources which may be of great value. Wo propose for them 
a very limited program of technical assistanve, one of the most im- 
portant aspects of which would bo mineral surveys, 

+ Afghanistan is a country which ia also just awakening to tho possi- 
bilities of economic progress. With funds which Afghanistan saved 
during the last war sho is engaged ina very large program of dovelop- 
ment.of her water resources. “This las been supplomented by some 
$21,000,000 from the Export-Import Bank, Tho firm of Morrison- 
Kuudsen is now building a great dam on the Hilmud River there. 

We would liko to assist Nighanistan principally through technical 
assistance in making more modern her present exploitation of coal 
and chromo, and assisting her in doveloping hor agriculture both in 
the arcas where thoro will be water for irrigation and in tho valloys of 
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Afghanistan, which now raise the wheat and other products which the 
Afghans need. 

r, Chairman, I will not take any further time. I would just like 
to summarize that we have here in South Asia a stable group of coun- 
tnes, all with middle-of-the-road governments; all oriented to tho 
west; all aware of the problem of internal communism, and all co- 
operating in general with us in tho western countries. 

We would like to present the assistance requested for South Asia 
as a sound investment on the part of our country to assist these 
peoples, to whom wo have uot previously extended grant aid, in over- 
coming the basic development problems which they face in raising 
the very low standards of living of their people. 

We feel that this modest program, making full usc of the technical 
assistance component which is included, will not only give these 
people a start, but would also give them the incentive to cooperate 
more with us, and would help overcome the feeling of neutralism which 
unfortunately has tended to exist. 

With your permission, Mr. Chairman, I will either hold myself sub- 
ject to questioning, or we can have Mr. Horace Holmes testify more 
in detail about the agricultural extension work. 

Chairman Ricnarps. I suggest we call Mr. Holmes. 


STATEMENT OF HORACE HOLMES, AGRICULTURALIST FOR THE 
DEPARTMENT OF STATE AND DEPARTMENT OF AGRICULTURE 


Chairman Ricnarps. Mr. Holmes, what is your position? 

Mr. Hotmes. Mr. Chairman, I am chief agriculturalist under the 
point 4 program in India, and also on loan to the Government of 

udia as extension adviser to that Government. 
hairman Ricnarps. Do you act in any other capacity, such as 
coordination activities, or cooperation activities? 

Mr. Hotmes. Yes, sir. There are quite a number of efforts bein 
made through the FAO, and there is a developing program now o 
technica) assistance being offered by the Danes that we are trying to 
tie together the various efforts in, all aimed at trying to help India 
help herself. . 

wogman Ricwarps. Are you employed by the State Department 
or 

Mr. Hotmes. I am employed by the State Department and bor- 
rowed from Agriculture. . 

Chairman Ricuarps. And a are under the point 4 program? 

Mr. Houmes. Yes, sir. TCA. 

Chairman Ricnarps. Is there any comparable function of the ECA, 
as such, in your field there? ; ; 

Mr. Houues. There is one man there now whose main function is 
to observe and report deliveries under the food grain loan program, 
Ho has more or less done some exploratory work. He has arrived just 
recéntly. There is no ECA program in India as yet. 

Chairman Ricnarps. How long have you been in India? 

Mr. Horses. Three years—a little over 3 years. 

Chairman Ricuarps. What I-was trying to get at is whether you 
hed any other duties in addition to your agricultural duties? I mean, 
such as the matter of cooperation and coordinating the program. 
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Mr. Honmes. We are working on agriculture. As such, we are 
trying to use every available source of help we can and coordinate 
that into this agricultural program. Our primary function is 
agriculture. 

Chairman Ricwarps. Mr. Vorys. . 

Mr. Vorys. You could not have been with point 4 for 3 years. 

Mr. Hotmes. No, sir. 

Mr. Vorys. Were you under the Department of Agriculture? 

‘ Mr. Hotes. No, sir. I was employed by the Indians themselves 
rst. 

Chairman Ricwaarps. And you have been under point 4 from the 

inauguration of the program? ; 

Mr. Howmes. Yes, sir. Since the earlier part of September— 
September 9, I believe it is—of last year. 

Chairman Ricuarps. The Department of State borrowed you 
from Agriculture? 

Mr. Hotses. Yes, sir. , 

Chairman Ricuarps. Go ahead, sir. 

Mr. Vorys. India borrowed him from Agriculture. 

Chairman Ricuanps. I thought when he finished his duties with 
India his status reverted back to Agriculture. 

Mr. Hloumes. It did. 

Chairman Ricuarps. And State got you from thero? . 

Mr. Hotes. Yes, sir. You see, I went to India first as a private 
individual paid by the Indians themselves. I was there under a 
2-year contract, which I completed in April of last year. Then I 
came back to the States and went back into Agriculture, where 
I originally came from, and was borrowed from Agriculture by State, 
that is, by TCA. ; 

Chairman RicHarps. When you went first to India to work for 
the Indian Government, were you in iculture then? 

Mr. Howmes. Not at that time, but [ had been. 

Chairman Ricuarps. But you have been since then? 

Mr. Hotmes. Yes, sir. 

Chairman Ricuarps. Are there any other questions about this 
background? —_ 

Mr. Suir. Did you work under Mr. Dodd in the Department of 

iculture? 
{r. HouMes. Under whom? 

Mr. Suita. Who is the man in charge of FAO? 

Mr. Hotmes. That is Mr. Dodd. When I came back to the States 
in the spring of last year thoy asked me to do an extension bulletin 
for them. [I thought this work should be done because I thought it 
was part of an over-all program that should be done. 

I do act now as & consultant to them in that part of the world. 

Chairman Ricnarps. Go ahead, sir. 

Mr. Hotmes. I have not prepared a statement, but I would like 
to tell you just a few simple things we have been doing that we think 
are important. It holds some ee where so many people feel that 
there is not too much hope. _I will make it very brief, Mr. Chairman. 

India is such a huge country and with such complex problems that 
at first we are inclined to think that the whole thing is hopeless, but 
it is not at all. Our efforts have been to try to get into some specific 
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areas and get down to a specific problem and concentrate on that, so 
as to find a place or way in which wo can do something, and then 
spread it horizontally. Otherwise we get so involved that we do not. 
know where we are. 

It is on this basis that we have been working up in the northern end 
ofIndia. Weshave done work now in the United Provinces. Wehave 
three areas we are working in now, cach about 100 square miles. 

Our approach has been to find somebody who wants to do some- 
thing, and then fintl out something they can do with what they have. 
Frequently we have to search a good bit to find simple things that 
will give results, but we have been able to do so, and I will give you 
one example. 

In the northern part of India, the whole Ganges Basin slopes cast- 
ward about 1 foot to the mile. It is a huge, flat area of silt and fine 
sandy-loam soil. Wheat is produced in the western end of the 
Province and rice in the eastern end. There is a map hero which 
will make it a little easier to explain. 

In this area, tho yield of wheat has been about 11 to 13 bushels. 
Tho farms are very small. The methods they are using are just 
about the same as they were 2,000 years ago. The farmers have 
made very little change. The firat 1ing they need is hope. They 
need to see something can be done, and that is where we have started. 

In the first instance, they had all kinds of ideas, but centering in 
a small area like this we tried to find something they wanted to do 
that could be done with what they had. It is on this basis that we 
pares in and got some better seed wheat and also changed their plows 
abit. | ; : 

For example, in the southera part of the United States it requires 
about 3% days to grow aid harvest an acre of wheat. Under the 
methods the Indian farmers have used out there, which has been goingon 
for centuries, it requires 69 days to grow and harvest an acre of 
wheat, and their yield is much less than the yield we get here in our 
so-called backward southern mountain countries. 

So we take the position that the only way those people can have 
more is to help them produce more. You just cannot divide it any 
other way and come out with an answer. 

. We found that by demonstrating and training a group of men to 
work with the farmers on their own farms, that when farmers onco 
see that a new practice is useful they would adopt it. As a result of 
-the simple practices used our yields of wheat increaged by 67. percent 
on the demonstrations. In addition to improved seed, improved 
plowing, and the growing of legume crops, the farmers began using 
straw, cow. dung, waste, scrap, trash, and anything they could get 
to make pompost which was spread on their fields. This past year 
_we doubled the wheat yield on those demonstration areas. 

I do not think the yields of India can be doubled quickly, but I do 
ue judging com our experience in these areas, that we can help them 
4lo & greatdeal: .--.- = & a 
:~ ‘We had one man this year who harvested 63 bushels of wheat per 
acre, which {a good wheat. That sort'of thing has given them quite 
an incentive.to try todo something more. —-— —. | ae 
“a dThe average ield of potatoes was about 113 bushels. Their seed 
“Was -poor and diseased. _ fn addition, the fartners did not know how 

to use legumes in rotation and to plow the legumes under in order to 


, 
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increase their crop yiclds. By demonstrating these simple things, 
the yield of potatocs has been more than doubled. One man this 
year stguck a new high by harvesting 725 bushels of potatoes per acre. 

Theo total increased amount of food we have been able to achieve 
in these small arcas, while it is important to those areas, is lost in the 
magnitude of the whole food problem. It does show, however, that 
there is a way that India can feed herself. 

We are working now on about one twenty-five hundredths of the 
country. We realize that this is small, but we have had to bite off 
small enough areas so that we could work with them and get some- 
thing done. 

As a result of the work we have been doing, Madras—the little state 
of Mysore and Madhya Pradesh, Bombay, Punjab, the United Prov- 
inces—and Bihar, have all requested technical assistance from us. 

What we are trying to do ts go to each of these areas where the 
problem is somewhat similar and’ set up one or two or three projects 
and try to find out what we can do to help them to do better, an 
then train their people and expand it. 

That, Mr. Chairman, illustrates what we have been working on, 
and those are the methods we are using. We have found the Indian 
farmer is just like the farmer anywhere else. He is skeptical. He 
is not going to listen to somebody talk, but he will certainly follow 
if you show him something that helps him. 

In that I think we are very fortunate, because otherwise they 
would have a lot of trouble. Wo aro fortunate because we must 
prove our technique. 

Chairman Ricuarps. Have you finished your statement? 

Mr. Houmes. Yes, sir. 

Chairman Ricuarps. How much does one of these small projects 
cost the United States, would you say? ; 

Mr. Houmes. So far we have only put in technical assistance. This 
means the salary of the American workers. Most of the cost has been 
borne by India. 

Mr. Herter. How big an area is that? 

Mr. Hotes. Usually 100 square miles. 

Me Herter. Actually, how many pilot farms are you working on 
now 

Mr. Houstes. We are quootbig at 18 pilot areas of 100 square miles 
each as our next group, but we have got to cover India pretty well 
with these demonstrations, just as we have done with extension work 
in this country. 

Mr. Herter. Can you get it down to a per-acre cost in new aid 
or technical supervision, and so on? I think that is what you were 
getting at. 

Mr. Hotmes. This is total cost I am talking about, in India and 
otherwise. I would have to figure on getting it to that sort of a 

figure. Generally, though, a village will run about 500 acres, and that 
is about 150 families. You will have about 3 acres per family. | 

Chairman Ricaarps. Can you make us up a statement that will 
show the cost of these projects in area and so forth, to the American 
taxpayer? That is what Iwas trying to get af, because as I understood 
it, in the program you are working under, the know-how is provided 

by the United States, and I did not know whether there was any 


additional cost in addition to scientific instruction. 
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Mr. Hotmes. So far we have provided only some technical know- 
how. We are stuck in that many of the States cannot go ahead be- 
cause they cannot finance it, but I would be delighted to get up o 
statement. 

Chairman Ricwarps, In this program do you furnish any aid? 

Mr. Hormes. No, sir. 

Chairman Ricwarps. Do you furnish any agricultural equipment 
for loughing? 

r, Honmes. So far we have not. We need some, but we have 
not hed anything to work with so far. 

hairman Ricwarps. To put on a real demonstration project you 
would need some equipment. 

Mr. Hotues. We need some equipment, and seed, and we cer- 
tainly need to train some people. Wo have to train 60,000 men. 

Chairman Ricwarps. You said two of these States invited you to 
‘come in and participate in the organization. They did not do that 
at first, did they? 

Mr. Houues. No, sir. 

- Chairman Ricwarps. But they have seen what you were doing? 

* Mr. Houmes. Yes, sir; we have had nine States that asked us to 
come in, 

Chairman Ricwarps. I would like to know what the agricultural 
program that you have done there has cost over-all, and the cost of 
these projects, if you will put that in the record. 

_ Mr. Vorys. Instead of putting it in the record later, I believe it 
is available in the room now. 

Mr. McGuee. We have the breakdown on the proposed program. 
Mr. Holmes has been talking about the program in the past as he said 
they have not been able to‘do what they wanted to do in the past. 

hairman Ricwarps. You could not tell what the future program 
is going to cost? I do not think they can tell unless they have figures 
on the pet project. - 

Mr. McGuee. We have the figure, Mr. Chairman, that it would cost 
some $2,690,000 for supplies and some $200,000 for trainees and 

cians. . 

Mr. Vorys. But I am sure the chairman’s question is what did his 
project cost in,dollars? 

Mr. McGuee. Under the point 4 program? 

Mr. Vorys. Yes. 

Mr. McGuer. We have that figure. - 

_ Mr. Lorrus. The cost thus far is Mr. Holmes’ salary only. 

_ Mr. Herter. May I get one point straight in my mind. You 
spoke of the improvement shown in these experimental areas through 
apd vn seed and seed potatoes. Where did that come from, and 
who got it 

: Mr Honus. We searched out something they have and did a good 
bit of experimental work. We tried to find something that is accli- 
matized and to increase it and demonstrate it. 

Chairman Ricwarps. You talked about potatoes where the seed 
has gotten down to the point where it would not make anything. You 
have to i the seed from somewhere. Now, where did you get that? 
“Mr. Hotes. From the experimental stations in India. 

Chairman Ricnarps. In India itself? 

_Mr. Hotues. Yés. « ~ 
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Chairman Ricwarps. You sold them on the idea that they have to 
have better seed and their own country has not been able to sell them 
on it . 

Mr. Howmes, That is right. We got the seed from the town of 
Putnar in Bihar, where there is a good potato growing section. We 
got the agricultural people there to select somo disease-free seed and 
we planted it and arranged to save the seed and multiply it in that 


way. 

Chairman Ricwarps. Mr. McGhee, you are talking about a 
$2,000,000 figure. Is that over-all? 

Mr. McGuaes. No, sir. It is only part of the total program for 
India. Tho projected cost for this agricultural extension program we 
propose for next year is $13,700,000. That sum will finance an expan- 
sion of what Mr. Holmes is trying to do. 

Chairman Ricuarps, For all India? 

Mr. McGuee. Yes, sir. It will not cover all of the half-million 
villages in India, but will spread this effort, ; 

Chairman Ricuarps. On the program you have along this line you 
estimate that it will take $2,000,000-plus next year? 

Mr. McGuesr. That is correct. $3,700,000. 

Mrs. Botton. Where would you get the people to do it? 

Mr. McGues. It will take 50 technicians, wo estimate, and they 
will be recruited in this country. In addition, some 40 trainees would 
come here. That «ould cost totally $800,000. 

The actual sup,:ties and equipment iuvolved, including transporta- 
tion, would cost us $2,900,000. This figure includes $860,000 for 
jeeps, parts, and supplies; steel for plows, $1,000,000, which is the 
program Mr. Vorys re erred to earlier; fertilizer, $600,000; insecticides, 
$300,000; and other supplies, $200,000. 

This would enable Mr. Holmes to expand greatly the program he 
has been doing on a very limited scale last year under point 4. ; 

Chairman Ricuarps. What do you think about putting all this 
pro which you are doing now under one administrator, like ECA, 
and let it go at that, or under somo other administrator, or something 
lixe a central agency? 

Mr. Hotmes. I do not know that I am competent. However, it 
would seem we need some coordination. Whether or not that is the 
way to do it I would not be competent to answer. 

lowever, ae struggli along and feeling our way, and we are 
playi c) ear, is why our programs have been so 
Small, because we have got to find out where we stand. We feel we 
are ready to move on forward because the Indians are ready to go 
along with us, and we found out a lot of things we did not know, too. 

Chairman Ricuarps. It would appear to me that is the best argu- 
ment for some kind of central authority doing the thing, because 
there are a lot of people who feel in different ways, and go in a lot of 
different directions, and end up nowhere, or else end up in conflict. 

Of course, you are not passing on that policy? 

Mr. Hotes. No, sir. ; 

Chairman Ricwarps. Are there any further questions? 

Mr. Surg. I have some after Mr. Vorys gets through. Are we 
under the 5-minute rule? 

Mr. Vorys. The §-minute rule, 
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Chairman Ricwarps. All right, I will do that. It is the first time 
-T heard you volunteer on that. That is good. 

Mr. Vorys. There are certain reasons why others have suggested it. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. What was the budget for the point 4 work in India 


last year? 
Mr. Lortus. $71,000. 
Mr. Vorys. $74,000? 6 


Mr, Lorrusa. Yes. 

Mr. Vorys. That was a lot more than Mr. Holmes’ salary then? 
. Ban Lortus. Yes. Here is the breakdown of it for insertion in the 
record. 

(The material has been submitted for inclusion in the executive 
sessjon record.) 

Mr. Vorys. Did you have a Government jeep? 

Mr. Hormes We got a used acer about a month ago and we just put 
& new engine in. We got our first United States Government vehicle 
2 months ago. 

Mr. Vorys. So you did all this that you told us about without a 
Government jecp? 

Mr. Hoimes. ‘The Indians furnished us vehictes. 

Mr. Vorys. Yes, but we did not? ; 

Mr. Hotmrs. No. 
ae Vorys. How many American technicians did you have under 
ou " 
4 Mr. Hotmes. poring te past year we have had two in addition to 
myself. However, two have just arrived. Weare just getting started 
now. * 
Mr. Vorys. How many native technicians have you? 

Mr. Houtmes. Oh, we have probably 300. 

Mr. Vorys. Three hundred? 

Mr. Hotes. Yes, sir, about 300. 

Mr.‘Vorya.: Have you trained 300 in a year? : 
4 Mr. Hotes. This training has been going on now for a period of 

years, . 

ee Vorys. Is it something you started under the Indian Govern- 
ment 

Mr. Hotues. Yes, sir. We are just continuing building right on 
the same thing. . 

Mr. Vorys. Let me ask you this: You were there for 2 years under 
the Indian Government? 

Mr. Hoimes.. Yea, sir. 
.- Mr. Vorvs. Then did you come home, or did you simply go on to 
vas potas 4 payroll? 

r. Hotmes. I came home:-for 6 months and went back, but we 

carried right on with work that we had started. 

Mr. Vorys: How did ‘be happen to come home? Did the Indian 
Government release you?. 

Mr. Homes. No, sir. My contract was up. 
: ate Vorys. And they did not renew, or you did not want to renew 
Mr. Homes. I did not want to renew it. 
Mr. Vorys. Could you tell us why? 
Mr. Houmes. Yes, sir. I could not afford to renew it. 
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Mr. Vorys. They did not pay you enough, you mean? 

Mr. Houmes. Yes; they paid me, but there are many items of 
expense that were not covered. I felt that I had fulfilled my agree- 
ment and the fact that they wanted me to stay was some satisfaction, 
but I did not feel that I could. 

Mr. Vorys. Then you went outagain. You understand I am inter- 
rogating you, but we all think you are the answer to a prayer and you 
are the fellow we wanted to talk to, and a very worth-while witness. 

Mr. Hotmers. Do not hesitate, and I will bo glad to answer you. 

Mr. Vorys. Are those 300 technicians at work now? 

Mr. Homes. Yes, sir. 

Mr. Vorys. And they know about this? They are highly localized, 
though, are they not? 

Mr. Hotes. Most of them are country Indian boys that we have 
gotten from tho villages and trained. Some of them are men we have 
gotten from the various agricultural departments and have trained. 

Now, we train tho trainers and get men (o train the other men 
right in the field on tho job. They are not well traincod, but they are 
trained well enough to do a lot of the very important things we need 
to do, and they are continuing the work. 

Mr. Vorys. We have been told by some of your friends from India, 
Mr. Miller for one, that there are just hundreds of agricultural college 
graduates in India, but their idea is that they want a desk and an 
office to sit in, and one vast problem is to get theso fellows who know 
their stuff out in the field. 

Is there anything to that? 

Mr. Hotes. There is a great deal to that, sir. 

Chairman Ricuarps. Will the gentleman yield? 

Mr. Vorys. Yes. 

Chairman Rrcwarps. Do they lose face if they go out and work? 

Mr. Hotmes. The whole idea in the East is quite different from that 
which we have. There is too much of education for the sake of edu- 
cation. It is not the people’s fault, but the whole culture is different. 
We have to break away from the idea that educated people do not 
work, because educated people must work if we are to get anywhere, 
and that is what we are trying to change there. 

Mr. Vorys. Did you work? 

Mr. Houmes. I worked. 

Mr. Vorys. You went into the fields and showed them what to do? 

Mr. Houmes. Our system is any job that is too dirty for mo is too 
dirty for them. I think that is the way we have got to do it. 

Mr. Vorys. What is tho attitude of the Indian Government, the 
Department of Agriculture, toward your work? 

Mr. Hotses. Oh, thoy aro very cordial; very cooperative. 

Mr. Vorys. I have been told that the Department of Agriculture 
thought it was wonderful and hoped they could get it across the 
country. Is that true? 

Mr. Hotmes. I do not know whether they thought it was wonder- 
ful, but they are cordial and our relations are most pleasant. Mr. 
Nehru appreciates it also. I was in his office just a few weeks ago 
and he has been most cooperative. 

Mr. Vorys. This same sort of thing, though, has been going on—— 

Chairman Ricuarps. This rule that you called up is in operation, 
Mr. Vorys. You have had 5 minutes. 
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Mr, Carnahan. 

Mr. Carnanan. I do not have any particular questions, Mr. 
Holmes, but I just want to say that the account you havo givon us 
of what you have done is to me an excellent examplo of what is boing 
done, and what can be done under point 4. I think it backs the policy 
that the point 4 program should not be taken over as a military 
p at the present time. 

bat i is all, Mr. Chairman. 
airman Richarps. Mr. Smith. 

Mr Saari. Mr. r_ Holmes, Mr. Vorys intimated that your fame has 

ed you We had a very interesting session one afternoon 
vith aries iller, and one other gentleman, w 0 showed us the type of 
plows you were using over there. We became gr eatly interested in 
the} kind of plow xeu ad developed. I think you had developed it. 


Homes. We did not pedovelon it. We found it. 
Mt Surrn. You found it? 
Mr. Hotmes. Yes 


Mr. Suirs. It was a kind of plow that was pulled by an animal, 
was it not? 

Mr. Hotmes. A bullock. Yes, sir. 

Mr. Surtn. Ia there any place in India for tractors? 

Mr. Honues. Yes, sir. They have quite a slot of quasle ungle land; 
They have a lot of Jand that needs to be reclaimed sand tt ey do need 
heavy power for that. They cannot do it with their b 

ulk of their small farms, though, are b ok oped and TH 
probably have to continue to be. They mK n wer for their 
reclamation and jungle clearance and that sort of thing 

Mr. Surru. To furnish ‘food for the people the b lock-opera ted 
plow, a8 you call it, is the one that is greatly needed. Is that rig ri 

Mr. Homes. They need both, but they need more of the b 
plows. They will be on a bullock economy for a good while yee 


Mr. Surra. § Have reohinen seen the breakdown on the figures for plows 
and agricultural ? 
. Hotes. Iam nots Sure Ihave. I just got in and I am not too 

familiar with it. 

Mrs Sita. You have not conferred with the men in the Depart- 
men 
' Mr, Horues. I havo sec seen some of those figures, but I am not sure I 
know just what yum 

Mr. Lorrus. fay I ‘speak to that? 

~ Mr, Suits. Y 

Mr. Lortvs. Flows as euch are not in this agricultural program, but 
there is steel for use in this Allahabad Institute that we visu would 
be part of Mr. Holmes’ operation. Tho idea of importing steel for the 
plows we was developed with Mr. Holmes in India back in January of 


“SuiTE, How much steol have you allocated’ 
Mr. Lorrus. 10 ,000 tons. - 
Mr. Suita. How many plows will that turn out? 
Mr. Vorys. Sixteen unds to & ert a it not? 
» Lorrus. Yeo t would 60,000 plows. 
. Mr. . Ata cost of how much por low 
Mr. | LMES, Those plows would be ms C) mm about $1.75 each. 


} 
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_T would like to inake just a point there, if TP might. This plow 
business is one of a series or a sort of chain of things that are required, 
With the plows themselves we could yet from three to five times the 
efticioney of (he manpower and bullock power, just by changing their 
little simple implements. That itself is not too much, because at some 
seasons of the year the people do not have much to de and it doos not 
do much goed to save time then, if they do not have anything else to 
do, but it does make it possible to fit. their land earlicr in order to get 
legume crops growing on that land which ean be turned under in time 
to grow their principal crops. This is the way we are using the plow 
to build up those yields, 

We feel thero are just little simple things (hat the people use there, 
and are aécustoinel to, that we have to take into account. For 
example, something that makes perfectly good senso to us here may 
not bo acceptable. It has to be adapted. 

As an example, they plow by riding on their plow. They have 
done that for centuries. Asa result, we had the plow there that they 
rode on, and the back tooth went in the soil so deeply that the 
bullocks could not pull it. 

Thoy said, “This plow is not suitable. It is too heavy.” 


We kept raising the back tooth up higher and higher until it worked. 


It is casicr for us to adjust the plow than it is to change the man. So 
wo raised the tooth so high that. they cannot stick it in the ground so 
far, one they have finally taken it and liked it, and they aro greatly 
used, 

In that same connection, we have to take into account their way of 
thinking in order to make it acceptable there. We havo a lot of 
damage to food, for example, from mil gais, or antelopes that thoy 
have out there. They are called blue cows. “mil” is blue and “gai” 
iscow. To those of us from the west woe would never think of a solu- 
tion like this, but one of our Indian workers did. Wo were talking 
about it, and somebody commented that it looked more like a horse 
than a cow. He said, “That is it—a little bluo horse.’ So they 
changed the name to blue horse. They got the name changed in the 
legislation, and now you can shoot the blue horse. You would never 
bo able to shoot tho “blue cow.” 

Chairman Ricuarvs. The gentleman’s time las expired. 

Mr. Battle. 

Mr. Battie. No questions. 

Chairman Ricuarps. Mr. Merrow. 

Mr. Merrow. No questions at this time, Mr. Chairman. 

Chairman Ricuarps. Mr. Herter. 

Mr. Hentrr. I would like to hear some more of this. 

Mr. Saturn. I think it is the best. we have had. 

Mr. Herter. I think the details are very important. It is as 
interesting a demonstration as anything wa have had before us, as 
to what you can do there. 

Chairman Ricuarps. Well, you gentlemen have 15 minutes down 
there. Would you like him to go ahead for 15 minutes? 

Sa Herter. I would be delighted to have Mr. Holmes go right 
ahead. ‘ 
“Chairman Ricuarps. Would that be satisfactory to you, Mr. 
Zablocki, or did you want to ask some other questions? 
Mr. Zasiock. I will wait with my questions. 
85708—51—45 
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Chairman Ricuarps. How about you, Mr. Lanham? 

Mr. Lanuam. I would like to kuow one thing. If India was doing 
this work and paying Mr. Holmes and wanted to carry on, why 
should we pay for it and send Mr. Holmes back over there if India 
was willing and able to do it herself? I cannot see that. 

Chairman Ricuarps. Maybe Mr. Holmes can answer that. 

Mr. Housrs. I would like to comment on that, if I might. I went 
out thero—it is a Iéng story, so I will not go into that, but at any rate 
they had tho idea that thoy would like to find out something about this 
American extension service, and they wanted to see what could be 
done. Well, the idea is, as is all too frequently the case in the East, 
that we are going to make a big plan and do everything at once. Well, 

ou cannot do it that way. So we got the idea across, let us take a 
ittlo area here and there and find out what we can do, and test it and 
prove it. Then we can use that as a pilot project or as something to 
guide you in your future planning and development in trying to mect 
this terrific food problem. 

Chairman Ricwarps. I do not want to interrupt, but is the point 
you are making that as long as you are employed by India you had to 
do it more or less the Indian way, but if you came from the United 
States with these ideas, they would receive it? 

Mr. Hots. No, sir. They will receive it in any ense, if it is 
sound, but the point I am making is that this Indian program we 
started was onc of trying to search out a.method of doing it. We 
searched out a method and it worked satisfactorily in one area. ‘We 
are searching out similar methods in all these different areas because 
the crops and soil are. different in each. 

Mr. Lanuam. That does not answer the question I asked at all. 
India was paying for this program. Why should gencrous Uncle Sam 
ust take it over and spend United States dollars when India can do it 

erself? They wanted you to stay. 

Mr. McGuee. May I respond to that, Mr. Chairman? 

Chairman Ricnarps. Yes, sir. ; 

Mr. McGues. Mr. Holmes has just came back from India and 
may not be fully aware of some of this background. 

he real point, I believe, Mr. Lanham, is that this work which 
Mr. Holmes did was so successful that we would like to capitalize on 
the techniques that he has worked out and help the Indians apply it 
on a much larger scale than they could do themselves. 

Mr. Holmes stated, for example, that the conditions of employment 
with the Indians were not attractive to him. The Indians could not 
get Mr. Holmes to stay. If this program which we prapose is 
acceptable the ECA can. Tho ECA will send Mr, Holmes back, as 
they plan to do, and let him run this program. He can take tho 
techniques he has learned in this pilot operation on a very small scale, 
and apply it widely in India, so it will have a real impact on the 
Indian economy. If Indian food production can be increased enough, 
they will not have to import so much. They will not have to ask us 
as they did this last year to help them out. 

The sum of $3,500,000 which is proposed for this program can, we 
feel, be used as a lever to amplify food production many times. 
This is the one most effective way in which we believe we can help 
India with a very modest expenditure. 
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Mr. Lannasm. But he says it is so slow and he can affect such a 
small part of India that production cannot be doubled in the foresee- 
able future. [ understood we sent aid to India because they nad a 
crop failure, and not because normally they did net produce enough 
to take care of their needs. 

Mr. McGuere. That is correet, but normally they do need to import 
2,000,000 tons which, of course, costs them approximately $190,000,000 
in foreign exchange. This is one of the reasons why they lave not 
had the funds to devote to their own development. 

Mr. Houses. 1 would like to add a little comment to that, if I 
might. I was coming to the point, but I was coming to it too slowly, 
I think. It was that in this carly stage we were limited, and limited 
by our techniques, as well as the Indians were limited by their ability. 
First, of course, their sced was not correet to begin with and, secondly, 
their funds were limited, so we had to operate in a smaller way. For 
instance, We had a terrific time during this period just getting enough 
food to feed the men we were training. We have gone about as far as 
we can go without some—in other words, we cannot expand this sort 
of thing into these other states and gradually build it te the peint 
where it would have a real effect over the whole cconomy without 
some backing somehow. We have gone about as far as we can go 
under our own steam, 

Mr. Vorys. Do you know the Indian language? 

Mr. Houses. 1 can understand a little of it, ut I cannot speak it. 
Thero are so many different languages there, though, that if you speak 
one and you move 30 or 40 miles away, you have another language 
again. Wo found, however, you do not have to speak a language to 
a people. If your heart is right and they know it, you can understand 
each other. 

Mr. Vorys. If you aro showing them and not telling them you do 
not have to talk much. 

Mr. Hoxstus. You do not have to do so much talking. 

Is there any other phase you would like me to talk about? 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zantockt. It was very interesting having Mr. Holmes relate 
his experiences, particularly the relation of the instance a legislative 
technicality permitted the Indians to shoot cows by renaming them 
bluo horses instead of blue cows. 

During the hearings on tho aid to India bill charges were made as to 
the enormous consumption of food grains by tho sacred monkeys and 
cows. I wonder if Mr. Holmes would care to comment on the amount 
of grain consumption of animals duc to the Indian practice? 

Fer. Hoiwes. There have been a number of estimates made as to 
the amount of damage by the monkeys and cows. Tho cows do not 
consume mich grain. They do not get it. They do consume a 
great deal of the grass, and even tho leaves from the trees, which cuts 
down on the organic matter, and they are a very serious problem. 

The monkeys, however, do consume a great deal of grain, and they 
can ruin 4 field in a very short time. It has been estimated that they 
destroy-—and thoy destroy more than they eat—about 10 cents per 
day per monkey. Nobody knows how many monkeys there are. 
The only thing we do know is there are far too many. 

In many places the monkey population is about equal to the human 
population. 


_—— 
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Chairman Ricwarvps. Do they multiply as fast? 

Mr. Honsris. Yes, sir. Like, well-—yes, they do, sir. 

Mr. Zaurocks. ‘To what extent do the monkeys contribute to the 
scarcity of grain? 

Mr. Houmas. We do not know, of course, but it is quite a corsider- 
able extent. Now, wo are making some progress on that. It is a 
very delicate thing. It is something you just cannot walk in on and 
say, “Let us get nid of them.” Monkey eatehers have been used to 
catch the monkeys.  Thoy are paid by the villnges.  ‘Phey tnke them 
over and turn them loose at another village. 

Mr. Zapnocks Mr. Chairman, I can certainly sympathize with the 
gentleman, As much as we hate starlings here, some Members of 
Congress do not want them to bo exterminated in Washington. — It 
is a problem when people have certain attachments to the destructive 
animals, ; 

Mr. Honwns. This thing has a religious significance. 

Mrs. Botton. How is it religious? 

Mr. Hormns. If wo go back to our ancient culture here, we have a 
number of things in the Christian group that many people say helped 
them. For instance, Moses struck the rock and the water poured 
forth, or tho children of Isracl were ted through the Red Sen. ‘Phey 
have the same things in their culture that some of them take literally 
and others say was a figurative expression of the thing at that time. 

Tho thing they hold on to is hat back in their early growth and 
development one of their great leaders, Rama, had a very beautiful 
wifo by the name of Sita, who was captured and taken down lo Ceylon. 
She was taken to the little island of Ceylon. Rama went to the 
forest to meditate, and while he was there he was approsched by 
the king of the monkey tribo, who offered to help fim. So he 
and the monkeys came all the way across India from the northern 
part, almost in the Punjab, which is whero thoy started, and came 
down to the Palk Strait, which is a little strip of water which separates 
Coylon from tho mainland. Rama could not get across, so the 
monkeys formed a bridge across there, and he rode his horsé over, 
and thoy helped hin capture his bride, For that they havea reverence 
for the monkeys. 

You can call it absurd, if you want to, but it is very deep. 

On_ the cow business we have made some progress. Thoy are 
sacred for another reason that vou have to go back some time for. 

In their carly history, according to somo of my Hiidu scholar 
friends, these people were nomadic people. They were a pastoral 
group and were eating up all of their animals without any thought for 
the food. So their civil Taw was so wenk that tho only way they could 
get any real enforcement was to put it into their religion. they 
said, “Why do you cat the meat of man that furnishes milk and is a 
beast of burden?’ That was the cow. Sotthey said, “You must not 
eat the cow.” 

Now, putting that into their religion was really 9 measure of eco- 
nomics, but it was put into their religion because they had no other 
way to enforco it. Tho thing hung on and on, and now it would be 
so much better if somebody would cat some of them, but we do not 
do it. 

Wo havo made some progress in this cow and monkey problem in 
that wo aro getting now to the placo where wo can protect the cows 
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that are worth protecting from somyp of these diseases, and let nature 
herself help thin them out, 

In regard to the monkey problem, there have been some little 
items of progress made. For example, in one state they will not issue 
a yun license, or would not, until the holder of the expiring gan Jicense 
would bring tn five monkey tails. Well, hat stirred up quite a furor, 
but it does indicate that they ave making av change. 

The monkey catchers would go out and cateh the monkeys and 
turn them foose. Other methods are being resorted to naw. Some 
of the Brahiman-- the highest caste of the Hindus, who have to take 
the lead--are watching the monkey entchers now and make them 
go down to the river and bold the monkeys under the water long 
enough to make them harness. rf 

Chairman Riguanps. ‘Phey could eut off the monkey tails and let 
them yo, could they not? 

Mr. Honases. Yes. 

Chairman Rrenarvs. Has this program the United States pul on 
there, increased our standing with the Tndian people, and has it mace 
them more resistant to communism? 

Mr. Houses. It has helped us a great deal. When P fjrst: went 
info India it was 7 months hatin I wos invited to the first staff meet- 
ing of the agricultural workers. There were many people who re- 
sented our being there. Gradually, thotigh, TP think the thing las 
changed to this point, that not only are we welcome, but we are taken 
into the family, more or less. 

The first battle that T think we have to win out there is the battle 
of hope. These people have to see some hope on the horizon of some- 
thing better for themselves and their chifdren, In these early starts 
I think the hope is the most conerete Ching Chat we have been able to 
achieve. Tf we ean follow up on that hope and help them to achieve 
these things in such a way that they ean keep their self-respect ani 
we keep their friendship, Qhen Che job can be done. 

Chairman Rrewsnps. Are there any other questions? 

(No response.) 

Chairman Ricwarps, Mr. Wotmes, we thank vou very much. 

Where were you educated? Down South somewhere. 

Mr. Houses. Tennessee and Cornell. 1 took my undergraduate 
work at ‘Tennessee, 

Chairman Ricianps. You are from Tennessee and educated at 
Cornell? 

Mr. Housns. T took my graduate work at Cornell. 

Mr. Saati. That is near North Carolina. 

Mr. Horumrs. I was for 2 years on the freulty at North Carolina. 

Mr. Sati. At North Carolina? 

Mr. Houses. Yes. 

Mr. Ssuta. Phe chairman will be very glad to hear that. 

Chairman Rienanps. Fam from South Carolina, but iC is just across 
the line. 

Mr. Vorys. On this language difficulty, are there enough English 
speaking natives seattered around so that you can get hold of some- 
body to start the thing off? 

Mr. Horses. Language is no barricr. All of tho educated groups 
speak English, and many of them speak English much better than IT do. 

Mr. Vorys. With an English accent. * 
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Mr. HWoumes. Yes. With a very definito English accent. But 
languago is not much of a problem at all. Ido not use an interpreter 
because it puts you too much at tho mercy of one person. We do 
not have any trouble with language. 

Dr. Bonnett, T understand, is going to appear before this committee, 
and on a number of these points that I could not anawer beeause of 
my limited field I would liko for you to refer those to Dr. Bennett, 
who IT am sure can help you. 

Mrs. Bouton. Mr. Chairman, I have not been allowed to open my 
mouth. 

Chairman Ricuarps. Oh, Iam sorry. You walked out on us. 
Mrs. Bolton. 

Mrs. Boron. It scems to me, Mr. Holmes, you have given us 
something that Mr. Herter was expressing in his way, which is exeeed- 
ingly important for us to have. It is the whole human clement-— 
the human sido of everything this country wants to do in the world. 
You people in Agriculture are particularly fortunate because you were 
able to work with the people at their level, in the earth. We had the 
same sense of what is possible when Mr. Haggerty spoke to us, who 
had been all over Yugoslavia working with the poopl:. 

For myself 1 do want to thank you most deeply for reminding us, 
though you were not doing it intentionally, probably, that this whole 
program is a program of humanity and one of deeper understanding 
of one country for another. 

Mr. Horses. Thank you. It is a pleasure to be here. 

Chairman Ricuarps. ‘hank you, Mr. Holmes. 

Mr. Zannocks. Off tho record. 

(Discussion off the record.) 

Mr. Vorys. On this cow business, they do milk the cows, do they 
no 

Mr. Houses. Yes, 

Mr. Vorys. So tiero is somo economic valuo to the sacred cows? 

Mr. Homaes. Yes, and there is a great need to improvo tho cows. 

For example, you will bo interested in an experiment going on now 
by ono of our good Hindu friends who, if this experiment succeeds, 
I think will begin to open up a now thing. This man has, I betieve, 
9 acres of land. Ho has 27 cows, and he docs not get cnough milk 
to feed his threo children. So wo have asked him now as a leader in 
his community to undertake this oxperiment, which ho has done. 

Ilo is growing Egyptian clover that ho cuts to feed ono cow. Since 
he is not feeding the others anyway, wo aro going to lot them roam at 
largo. So ho is tying up that one cow and is keeping it in the field. 
He is trying to determine whether or not ho can get any moro milk 
from tho ono cow that he cares for than ho can from this whole herd 
that he does not take care of. We know ho can. 

When ho is convinced and ho convinces his neighbors we will have 
another little nucleus breaking into this cow business. Thoso are tho 
sort of things wo aro working with. 

It is fascinating. They are lovely people when you get to know 
them. Strange, ves, but so aro we; and wo must recognize it. 

Mr. Herter. Thero is a littlo further clarification needed of tho 
question Mr. Lanham wanted answered. ,I think it has been left a 
little fuzzy and hazy. That is, as to what the Indian Government 
can do for itself, and what contribution we aro making on top of that. 
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I think it ought to be clarified 9 litle further, because I think part of 
that question is still unanswered, : 

Chairman Riciarps, It is the question, IF think, that you havo 
touched on there of a lot of things they could do for themselves, but 
it is getting them to do it. 

Mr. Lanuast, They wanted to employ Mr. Holmes again. That is 
the thing, that bathers me. 

Mr. ours: If I may make this point, my own salary in connection 
with this thing is a relatively small matter because it takes a_large 
munber of their own people. We will nover have cnough technicians 
to go out and do the job for them. We ean feed them and work with 
them, but, for exam le the ratio has been about 300 to one, 

Mr. Lanxanam. ‘Phey were paying for the whole program, wero 
they not? 

Mr. Hones, Yes, 

Mr. Lanuas. ‘Phat is the point [ am trying to bring out. 

Chairman Ricuarvs. You want to know why they do not employ 
him to train them, that is, why India itself does not employ him? 

Mr. Lanuam. Mr. Holmes has said he did not want to accept em- 
ployment, but my point is did they employ someone else to do this 
work; or, if they could employ you, then why can they not, with 
their own resources, continue this work instead of calling on you and, 
by the way, havo they asked us to do this? 

Mr. McGuee. 1 think tho question involved hero is the scalo of 
the program they want to undertake. This last. year, for example, 
the Indians had a budgetary deficit indicated, so in their now budget 
in the fiscal year which is already under way they had to cut back 
their development program. 

Mr. Lannuam. How much is that deficit? 

Mr. McGuire. $100,000,000. 

Mr. Lanna. Ours is $10,000,000,000. 

Mr. McGurs. That is correct, but they have, of course, a limited 
ability to finance a deficit like that. In any event, they felt it nec- 
essary to cut back their development program, and as a consequence 
to cut back, possibly, but certainly to prechide expansion of the typo 
of thing Mr. Holmes is describing. 

In tho face of that, there is a steady deterioration economically in 
India. They aro not oven holding even, There is a steady deteri- 
oration in terms of the real standard of living of tho people. 

They devised this Colombo plan through which they asked us to, 
assist thom, and they estimate in addition to the rupees they could 
take from their own resources that they would over a 6-year period 
need this $1,100,000,000, asa balanced development program. Wo 
are in a sense responding in part to that appeal, 

Mr, Lannast., Did they approach you about that, or did you ap- 
proach thent and say, “We want to spend some of our money and wo 
will do it here”? 

Mr. McGnre. No, sir. They approached us with tho Colombo 
plan, Mr. Lanham. 

Chairman Ricnanps. I want to ask you this question: When you 
were employed by tho Indian Government, how many additional 
agricultural mon of tho United States were employed as instructors 
at that time? 

Mr. Hotmes. None. 
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Chairman Ricnarps. You were the only one? 

Mr. Hotmes. The only agricultural man. 

Chairman Rrcxarps. That ought to answer your question to some 
extent, Mr. Lanham. 

Mr. McGues. There is proposed in this total program some 400 
technicians to go out. It will be greatly amplified. 

Mr. Herter. Do you visualize a termination date on this program 
from the point of view of what you can effectively do in building up 
an agricultural extension servico within India, so that eventually 
they can carry on for themselves? 

Mr. Houses. Oh, very definitely. I think it has to be run that 
way. We have to help them help themselves train their people, so 
that when we withdraw they can go ahead. That is the only sound 
way. 

Mr. Herter. In your own mind have you a period of vears that 
it will take to accomplish that? 

Mr. Houses. Yes, sir. It will take—back in my own mind I have 
a figure that it will take several years. It will take 10 or 12 or 15 
years to get it going reasonably well. 

Mr. Herter. From there on they can carry on by themselves? 

Mr. Houses. I think they can, because they are smart people. 

Mr. Herter. Thank you. 

Chairman Ricnarps. Mr. Ribicoff. 

Mr. Rinicorr, I was curious as to what your recruitment problem 
will bo. Mr. McGheo said we are going to have about 400 agricul- 
tural experts. Aro you going to be able to get 400 top-notch men who 
will be able to work with these backward areas? 

Mr. Hotses. I have not done very much recruiting. I am not 
sure that Iam too‘competent on that. We havo found so far some 
excellent men. We have some outstanding men. Whether or not 
we can continue to have that good luck I do not know. 

Mr. McGuee. Mr. Ribicoff, this becomes a world-wide problem as 
we testified to. There are some 800 that aro projected for the Middle 
East. All of these 400 are not agricultural technicians, but the large 
percentage are. Perhaps representatives of the ECA can respond to 
the problem. 

Mr. Ristcorr. It would seem to me the type of man you would get 
would be the greatest determining factor of the success or failure of 
the program. . 

Mr. McGuer. Yes, sir. Of course, we will not expect to get men of 
tho caliber of Mr. Holmes. However, we havo recruited very good 
men, many of them from our agricultural colleges, who have gone out 
to assist the underdeveloped countries. 

This number of agriculturalists is not large in comparison with the 
graduates from our colleges each year and the people employed by tho 

epartment of Agriculture in extension work. 

Mr. Ripicorr. In going out to the colleges and recruiting, is thero 
much interest toward this program? 

Mr. McGuerr. Yes, sir. For instance, this program in Iran which 
I described to the committee in my last appearance, is pecnstopnes 
by Utah State College. Thoy were under contract to ECA and havo 
undertaken to recruit, 1 think, twenty-odd' agricultural specialists. 
That college is going to act.as the backstop for the program in Iran. 
The head of the program was formerly the president of the college. 


, 


THE MUTUAL SFCURITY PROGRAM 1021 


Chairman Ricnaros. Thank you very much. Thank you, Mr. 
Holmes. 

The committee stands adjourned until 2:30 this afternoon. - 

(Whereupon, at 12:20 p. m., the committee adjourned until 2:30 
p. m. the same day) 


AFTERNOON SESSION 


(The committee reconvened at 2:45 p. m., Hon. James P. Richards 
(chairiman) presiding.) 

Chairman Ricuarps. The committee will come to order. We are 
in executive session. We have one witness, Mr. William O. Hall, 
Director, Office of International Administration and Conferences, of 
the State Department, who is scheduled to testify. I do not think his 
testimony will take very long. ‘Then we will go into open session on 
some other witnesses we have scheduled. Mr. Hall. 


STATEMENT OF WILLIAM 0. HALL, DIRECTOR, OFFICE OF INTER- 
NATIONAL ADMINISTRATION AND CONFERENCES, DEPART- 
MENT OF STATE 


Mr. Hatu. Mr. Chairman, I will be very bricf. I want to speak to 
section 303 of the draft bill which authorizes a contribution by the 
United States Government to the United Nations Korean Reconstruc- 
tion Agency. 

Tho amount of new appropriation authorization we are requesting 
is $112,500,000. In addition to that amount, we are requesting that 
$50,000,000 be continued from the unobligated balances of the ECA 
Korean funds, and the agreed value of goods and services mado 
available to the agency later on by any department or agency of the 
Government will be part of the $162,500,000; in other words, goods 
turned over by the Army at the conclusion of hostilities which might be 
contributed to the agency will be counted as a part of the United 
States contribution. 

I believe a question was raised as to whether there would be any 
objection by the Department in writing in a proviso establishing an 
absolute limit in value of $162,500,000 to this contribution. We 
would have no objection to that whatsoever. We would be glad to 
prepare the necessary language todo that. ‘That is our intention. 

lic United Nations Korean Reconstruction Agency was established 
by resolution of the United Nations Gencral Assembly on the Ist of 
December 1950 as a result of action by the Economic and Sociat 
Council and the Assembly on the initiative of the Canadian Govern- 
ment, the United Kingdom Government, and the United States 
Goveinment. — : 

I will submit a copy of that resolution for the record, if you would 
like to have it. : 

Chairman Ricuarps. Is there objection? 

Mr. Herter. I wonder if an interruption would be permitted at this 
point? 

Chairman Ricnarps. Mr. Herter. 

Mr. Herter. Before you get away from the Korean reconstruction 
operation, I understand Mr. Kingsley is the individual who has been 
selected by the United Nations to take charge of that operation. 
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Mr. Hatu. That is correct. 

Mr. Herter. Where is ho going to opcrate? 

Mr. Hauy. Ho is in Geneva at the present time. He will spend 
most of his time in Korea or New York City. He is concluding the 
work on the International Refugee Organization, and is running that 
program down at the present. time. ; 

Mr. Herter. Has he been handling tho International Refugee 

anization? ; 
fr. Haut. Yes, sir. . 

Mr. Herter. I understand he has been recruiting for this Korean 
thing already, and doing it in Europe from the old Refugee Organiza- 
tion set-up. I wonder how large a staff that will be. Will it be 
thousands and thousands of people? 

Mr. Haut. No, sir. The number of people would be perhaps not 
more than 200 for tho first program. It is difficult to estimate how 
many will be eventually hired. We would not anticipate a large 
staff of administrative people in the organization. The people so 
far recruited have come from four sources. Ono has been theo re- 
cruitment of people who are in the International Refugee Organiza- 
tion, men who have key jobs there, and have been well qualified, in 
our opinion, and havo been picked up by Mr. Kingsley for. this new 
organization. 

so, some of the people who have worked in ECA have been hired 
for this. Thero were, in addition, a few people in the United Nations 
who handled tho Sccretary-General’s emergency appeal for Korean 
relicf. Those have been taken over by Mr. Kingsley for his staff. 

He has made a small recruitment from tho outside. He has taken 
‘on @ Thailand banker as his principal economic adviser. He has 
taken on one retired Australian general, and I believe one or two 

nited States nationals have been employed. 

Mr. Herter. I do not want to get delayed too long. I have been 
told by. those who know something about the Japanese economy and 
the Korean picture that if this Korean rehabilitation job was done 
spending most of the money required for the job in Japan, it would 
gave us a great many tens of millions of dollars in relief operations 
that wo have to conduct in Japan, But the Japanese cconomy at the 
' present time is being bolstered up very largely by what tho military 
spends in Japan and for the Korean operation, 

If you get a cease-fire and the rate of spending in dollars falls off 
militarily, the Korean rehabilitation job, most of ii, can be done from 
the Japancso economy and can save most everybody 8 great deal all 
the way around. 

The Koreans will not want anything from Japan. 

Mr. Herrer. Would there be any objection if legislation wero 

assed expressing the hope that the money we put in would be spent 
argely in Japan 

fr. Hatz. As Mr. Rusk testified, we would expect that purchase 
Program to support in part tho Japanese econcmy wherever feasible. 

Mr. Herter. I missed that. 

Mr. Hat. Mr. Kingsley is very aware of this. Gencral Hissong 
has been stationed in Japan with that specific job in mind, with the 
idea of doing that in Japan. There is to be detérmined tho availability 
of items which would be required which might be difficult to procure 
in the United States or Western Europe. That is very much in mind. 
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Our member of the advisory committee will also be aware of that and 
will be pressing in that direction, that the maximum amount of dollar 
expenditure be made in Japan. 

Mtr. Herter. I did not realize this had been gone over. 

Chairman Ricuarps, The statement that Mr. Vorys is looking at, 
do you think that should be placed in the record? 

Mr. Vorys. It scems to me it would be most appropriate. 

Chairman Ricuarps. Without objection, the statement you have 
just mentioned will be included in the record. 

(The material referred to is as follows:) 


RELIEF AND REHABILITATION OF KOREA 


Resouvutioxs AvorreD BY THE GENERAL ASSEMBLY AT Its 3]l4tH PLENARY 
MEETING ON 1 DeEcEMBER 1950 


{adopted on the report of the Joint Second and Third Committce (A/1567, Part ID) 


A 

The General Assembly, 

Heaving regard_to its resolution of 7 October 1950 on the problem of the 
independence of Korea, 

Having received and considered a report of the Economic and Social Council 
submitted {n accordance with that resolution, 

Mindful that the ageression by North-Korean forces and their warfare against 
the United Nations secking to restore peace in the area has resulted in great 
devastation and destruction which the Korean people cannot themselves repair, 

Recognizing that as a result of such aggression the people of Korea are 
desperately in need of relief supplies and materials and help in reconstructing 
their economy, 

Deeply moved by the sufferings of the Korean people and determined to assist 
{no their alleviation, 

Convineed that the creation of a United Nations programme of reticf and 
rehabilitation for Korea is necessary both to the maintenance of lasting peace 
in the area and to the establishment of the economic foundations for the building 
of a unified and independent nation 

Considering that, under the said resolution of 7 October 1950, the United 
Nations Commission for the Unification and Rehabilitation of Korea is the 
principal representative of the United Nations in Korea and hence must share in 
the responsibility for the work undertaken by the United Nations in furtherance 
of the objects and purposes mentioned in the said resolution, 

Considering that it is nevertheless desirable to set up a 2 tery authority with 
broad powers to plan and supervise rehabilitation and relicf and to assuine such 
functions and responsibilities related to planning and supervision, to technical 
and administrative matters, and to questions affecting organization and imple- 
mentation as are to be exercised under the plans for relief and rehabilitation 
approved by the General Assembly, such authority to carry out its responsibilities 
iu close cooperation with the Commission, 


A. ESTABLISHMENT OF THE UNITED NATIONS KOREAN RECONSTRUCTION AGENCY 
FOR THE RELIEF AND REHABILITATION OF KOREA 


1. Establishes the United Nations Korean Reconstruction Agency (UNKRA) 
under the direction of a United Nations Agent Gencral, who shall bo assisted 
by one or more deputies. The Agent Gencral shall be responsible to the General 
Assembly for the conduct (in accordance with the policies established by the 
General Assembly and having regard to such general policy recommendations as 
the United Nations Commission for the Unification and Rehabilitation of Korea 
may make) of the programme of relief and rehabilitation in Korea, as that pro- 
gramme may be determined from time to time by the General Assembly; 

2. Authorizes the United Nations Commission for the Unification and Rehabili- 
tation of Korea: 

(a) To recommend to the Agent General such policies concerning the United 
Nations Korean Reconstruction Agency’s programme and activitics as tho Com- 
mission may consider necessary for the effective discharge of the Commission’s 
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responsibilitics in relation to the establishment of a unified, independent and 
democratic government in Korea; 

(b) To determine, after consultation with the Agent General, the geographical 
areas within which the Agency shall operate at any time; 

(c) To designate authorities in Korea with which the Agent General ma 
pa en Aa and to advise the Agent General on the nature of such 
relationships; 

d) To take such steps as may be needed to support the Agent General in 
fulfilling his task in accordance with the policies established by the General 
Assembly for relief antl rehabilitation; 

(e) To consider the reports of the Agent General to the General Assembly and 
to transmit any comments thereon to the F.conomie and Social Council and the 
General Assembly; 

To call for information on those aspects of the work of the Agent Gencral 
wh ae the Commission may consider necessary for the proper performance of its 
work; 

3. Authorizes the Commission to consult from time to time with the Agent 
General in regard to the provisional prograinmo adopted by the General Assembly 
on the recommendation of the Economic and Social Council and especially wit 
regard to the adequacy of that programme to mect the needs of Korea as defined 
in the statement of fcc policy, and to make recommendations thereon to the 
Economie and Social Council; : 

4, Directs the Agent General: 

(a) To co-ordinate his programme with measures taken by the United Nations 
Commission for the Unification and Rehabilitation of Korea to carry out the 
recommendations of the General Assembly relating to the establishinent of a 
unified, independent and democratic government in Kores, and to support the 
Commission in fulfilling this task; ‘ 

(8) To commence the operation of the programme in Korea at such time as 
may be agreed upon by the United Nations Unified Comman |, the United Nations 
sone on for the Unification and Rehabilitation of Korea and the Agent 

eneral; 

{ce} To consult with and generally be guided by the advice of the United 
Nations Commission for the Unification and Rehabilitation of Korea on the 
matters set forth under paragraph 2 (a) and be governed by its advice on the 
matters covered in paragraphs 2 (6) and 2 (ce); 

5. Further directs the Agent General, in the carrying out of his functions: 

(a) To ascertain, after consultation with the designated authorities in Korea, 
the requirements for supoiies and services for relicf and rehabilitation made 
necessary by the consequv. .. 3 of armed conflict in Korea; 

(8) To provide for the p.veurement and shipment of supplies and services and 
for their effective distribution and utilization within Korea; 

(c) To consult with and assist the appropriate authorities in Korea with respect 
to measures necessary for the rehabilitation of the Korean economy and the 
effective distribution and utilization within Korea of supplics and services fur- 


nished; 

(d) To submit reports to the General Assembly through the Seeretary-General, 
transmitting copies simultancously to the United Nations Commission for the 
Unification and Rehabilitation of Korea, and to the Economie and Socisl Council; 

(e) To be guided in matters of administration, to tho extent consistent with the 
special requirements of the programme, by the rules and regulations established 
for the operation of the Secretariat of the United Nations; 

Specifica Be shall: 

(1) Select and appoint his staff in accordance with general arrangements 
mado in agreement with the Secretary-General, including such of the staff 
rules and regulations of the United Nations as the Agent General and the 
Secretary-General shall agroe are applicable; 

(2) Utilize, wherever Sppropriate, and within budgetary limitations, the 
existing facilities of the United Nations; 

{8) Establish, in consultation with the Secretary-General and the Advisory 
Committee on Administrative and Budgetar Questions, and in agreement 
with the Advisory Committee established under paragraph 6 below, financial 
regulations for the United Nations Korean Reconstruction Agency; 

(4) Arrange, in consultation with the Advisory Committeo on Admin- 
istrative an Budgetary uestions, for the reridering and audit of the ac- 
counts of the Agency under procedures similar to thoso applicable to” tho 
rendering and audit of the accounts of the United Nations; — = 
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6. Establishes an Advisory Committee consisting of representatives of . . . 
(five Member States) to advise the Agent Gencral with regard to major financial, 
procurement distribution and other economic problems pertaining to his planning 
and operation. The Coimmitteo shall mect on the call of the Agent General but 
not less than four times a year, The meetings of the Committee shall be held at 
the Headquarters of the United Nations except in special circumstances, when 
the Committee, after consultation with the Agent General, may meet elsewhere 
if it deems that this would bo essential to the proper performance of its work. 
The Committee shall determine its own methods of work and rules of procedure; 

7. Requests the Sceretary-Gencral, after consulting the United Nations Com- 
mission for tho Unification and Hchabilitation of Korea and the Advisory 
Committee to appoint the United ‘Nations Agent General for Korean Recon- 
struction, and authorizes the Agent General to appoint one or more Deputy 
Agents Gencral in consultation with the Sceretary-Gencral; 

8. Authorizes the Secretary-General to establish a special account to which 
should be eredited all contributions in cash, kind or services, the resources credited 
to the secount'to be used exclusively for the programme of relief and rehabitita- 
tion and administrative expenses connected therewith; and directs the Scerctary- 
General to make cash withdrawals from the account upon request of the Agent 
General. The Agent General is authorized to use contributions in kind or services 
at his discretion; 

9. Recommends that the Agent General in carrying out his functions: 

(a) Make use at his discretion of facilitios, services and personnel that may be 
available to him through existing national and international agencies and organiza- 
tions both governinental and non-governmental; 

(6) Consult with the Scerctary-Gencral and the heads of the specialized agencies 
before appointing his principal subordinate personnel in their respective fields 
of competence; 

(c) Make use of the advice and technical assistance of the United Nations and 
the specialized agencies and, where appropriate, request them to undertake specific 
projects and special tasks cither at their own expense or with funds made avail- 
ablie by the Agent Goneral; 

(d) Maintain close contact with the Secretary-Gencral for the purpose of ensur- 
ing fullest co-ordination of efforts of the organs of the United Nations and the 
specialized agencies In support of the programme; 

10. Authorizes the Agent General to enter into agreements with such suthori- 
tics in Korea as the United Nations Commission for the Unification and Rehabili- 
tation of Korea may designate, containing terms and conditions governing meas- 
ures affecting the distribution and utilization in Korea of the supplies and services 
furnished, in accordance with the statement of general policy on Korean relicf 
and rehabilitation contained in section B of the present resolution; 

11. Requests tho Sceretary-General to make available to the maximum extent 
possible, and subject to appropriate financial arrangements, such facilitics, advice 
and services as the Agent General may request; 

12. Requests the specialized agencies and non-governmental organizations to 
make available to the maximum extent sible, and subject to appropriate 
financial arrangenicnts, such facilitics, advice and serviccs as the Agent Gencral 
may request: 

13. Requests the Economic and Social Council to review the reports of the 
Agent Gencral and any cominents which the United Nations Commission for the 
Unification and Rehabilitation of Korea may submit thereon, and such other 
data as may be available on the progress of relicf and rchabilitation in Korea 
and to make appropriate reports and recommendations thercon to the General 
Assembly: 

14. Calls upon all Governments, specialized agencies and non-governmental 
organizations, pending the beginning of operations by the United Nations Korcan 
Reconstruction Agency, to continue to furnish through the Secretary-General 
such assistance for the Korean people as may be requested by the Unified 
Command: 

13. Invites countries not. Members of the United Nations to participate in 
financing the prograinme of relicf and rehabilitation in Korca; 


B. STATEMENT OF GENERAL POLICY ON RELIEF AND REHABILITATION IN KOREA 


16. Approres the following statement of gencral policy: oo, 

1. The United Nations programine of relief and rehabilitation in Korea ‘is 
necessary to the restoration of peace and the establishment of a unified, inde- 
pendent and democratic governinent in Korea. 
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2. To this end, it is the objective of the United Nattons to provide, subject 
to the limit of the resources placed at its disposal for this purpose, relief and 
rehabilitation supplies, transport and services, to assist the Korean people to 
relieve the sufferings and t+ repair the devastation caused by aggression, and to 
lay the necessary economic foundations for the political unification and inde- 
pendence of the country. 

3. Tho United Nations programme of relief and rehabilitation for Korea shall 
be carried out in practice in such a way as to contribute to the rapid restoration of 
the country's economy in conformity with the national interests of the Korean 
people, having in view the strengthening of tho economic and political inde 
pendence of Koreas and having in view that, in accordance with the general princi- 
ples of the United Nations, such assistance must not serve as a means for foreign 
economie and political interference in the internal affairs of Korea and must not 
be accompanied by any conditions of a political nature. 

4. Tho United Nations programme is to be a supplement to the goncral recovery 
effort that will be undertaken by the Korean ple on their own initiative and 
reaponsibility, Fhrough the most effective utilization of their own resources as 
well as of the aid which is rendered under the programine, 

5. Whilst the programme should be consistent with the pattern of long-term 
economle development in Korea, it is itself necessarily limited to relicf and re- 
habilitation, and contributions and supplies furnished under this programme shal] 
bo used exclusively for that purpose. 

6. First priority shal! be given to the provision of the basio necessities of food. 
clothing and shelter for the population of Korea and measures to prevent epl- 
demics. Second highest priority shall be given to projects which will yield carly 
results in the indigenous production of basic necessitics; this will include the re- 
construction of transport and power facilities, As the programme develops, 
emphasis should be shifted to the provision of other materials, supplies and equip- 
ment for the reconstruction or replacement of war-damaged facilities necessary 
to the economic life of the country. : 

7. The necessary measures shall be taken to ensure that distribution shall be 
80 conducted that all classes of the population shall receive their equitable shares 
of essential commodities without discrimination as to race, creed or political 


belief. 

8. Subject to adequate control, the distribution of supplies shall be carzied out, 
as appropriate, through public! and co-operative organizations, through non- 
profit-making voluntary organizations such as the Red Cross, and through normal! 
channels of private trade. At the same time, measures shall bo taken to ensure 
that the cost of distribution and the profit from the sale of supplies are kept to 
the minimum. Measures shall be taken to ensure that the special needs of refu- 
gees and other distressed groups of the population are met through appropriate 
publio welfare p mmes, and accordingly the sale of relief supplice will take 
piece only in justifiable cases and under conditions agreed upon with the United 
Nations Commission for the Unification and RehabHitation of Korea. 

9. The local currency proceeds derived from the sale of relief end rehabilitation 
supplies or, at the discretion of the Agent General, an amount commensurate 
with the value of goods and services supplied, shall be paid into an account under 
the control of the Agent General. The Agent General, after consultation with 
the United Nations Commission for the Unification and Rehabilitation of Keren, 
and in agreement with the Advisory Committee referred to in paragraph 6 of 
section A of the present resolution, shall use these funds for approy riate additional 
relief and rehabilitation activities within Korea, for the local cu-rency expenses 
of the relief and rehabilitation operations of the United Nations, ur for measures 
to combat inflation. The proceeds shall not be used for any ounce purpose, 

10. The necessary economle and financial measures shall be taken by the 
authorities in Korea to ensure that the resources provided under the United 
Nations programme, a3 well as Korean resources, are effectively employed to aid 
in laying the economic foundationsofthecountry. Among these, special attention 
should given to measures to combat Inflation, to sound fiscal and monctary 
policies, to the requisite pricing, rationing and allocation controls (including the 
pricing of $ impo under the programme), to the prudent uso of Korean 

oreign exchange resources together with promotion of exports, and to the efficient 
management of government enterprise. 

11. Import taxes shall not be imposed on relief and rehabilitation supplies 
received under the United Nations programme. 

12. The authorities in Korea should matntain such records and make such 
reports on the receipt, distribution and use of relief and rehabilitation supplies as 
may be determined by the Agent General after consultation with them. 
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13. All authorities in NKorea shall freely permit the personnel of the United 
Nations to supervise the distribution of relicf and rehabilitation supplies, including 
the examination of all storage and distribution facilities as well as records. 

14, The personnel of the United Nations shall be accorded within Norea the 
privileges, Immunities and facilities necessary for the fulfilment of their function. 

15. All authorities in Korea and the Sceretary-General shall use their best 
efforts to inform the people of Korea of the sources and purposes of the contri- 
butions of funds, supplies and services. 

16. In determining Seorea’s necds for relief and rehabilitation, in drawing up 
programmes and plans, and in implementing such programmes and plans, the 
Agency created to administer the relief and rehabilitation [ ronEs inl should con 
sult with and utilize, to {the greatest extent feasible, the services of Norean 
authorities. 

B 

The General Assembly 

1. Requests the President to appoint a Negotiating Committee composed of 
seven or more members for the purpose of consulting, as soon as possible during 
the current session of the General Assembly, with Member and non-member 
States as to the amounts which Governments may be willing to contribute 
towards the financing of the programine for the relief and rehabilitation of Korea; 

2. Authorizes the Negotiating Committee to adopt procedures best suited to 
the accomplishment of its (ask, bearing in mind: 

(a) The need for securing the maximum contribution in cash; 

(b) The desirability of ensuring that any contribution in kind is of a nature 
which meets the requirements of the contemplated programmes; and 

(c) The degree of assistance which can be rendered by specialized agencies, 
non-member States and other contributors; 

3. Requests that, as soon as the Negotiating Committee has ascertained the 
extent to which Member States are willing to make contributions, all delegations 
be notified accordingly by the Sceretary-General in order that they may consult 
with their governments; 

4. Decides that, a3 soon as the Negotiating Committce has completed its work, 
the Scerctary-Gencral shall, at the Committce’s request, arrange, during the cur- 
rent session of the Gencral Assembly, an appropriate meeting of Member and 
non-member States at which Members may commit themselves to their national 
contributions and the contributions of non-members may be made known, 

St4th plenary meeting, 
ge ak 1 December 1950, 


In accordance with the terms of the above resolution, the President of the General 
Assembly, al the 318th plenary meeting on 4 December 1950, announced that he had 
appointed a Negotiating Committee, composed of the following States Members: 

ANADA, Eayet, France, Inpta, the UNirep Kinapom or Great BRITAIN AND 
NortHERN IRELAND, the Uniteo States of America and Unvavay, 

Mr. Hau. I might take just a moment to describe our objectives 
in supporting the establishment of this new agency. First, it is to 
support through the United Nations a self-governing nnd sovereign 
Korea, freo of foreign domination, and secondly, through the United 
Nations to assist the Korean people to recover from the ravages of 
war and maintain a stable government. 

The situation in Korea at the present time makes it essential that 
somo such program bo carried on if we are to have an independent and 
democratic government in Korea following hostilities. 

The most pressing civil problem at the moment of tho United Na- 
tions’ command in Korea is providing for these Koreans. Help for 
theso peoplo will be needed following the termination of hostilities. 
Tho United Nations’ command has mado commitments for $105,- 
000,000 of rclicf supplies: Fifty-five health, sanitary, welfare, and 
supply officers have been sent to Korea by tho United Nations to 
assist in alleviating distressed prone in that country. 

Supplics are being furnished at the rate of $8,000,000 a year from 
United States Army appropriations. 
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Mr. Vorys. Wait a minute. Isn’t it $8,000,000 a month? 

Mr. Hatt. That is $8,000,000 a month. 

Mr. Vorys. You said per year. 

_Mr. Hayy. Tam sorry. Not only has the production and distribu- 
tion of foodstuffs been disrupted by the events of war, but it has been 
impossible to supply the fertilizer during the past two months to main- 
tain the self-sufficiency in foodstuffs which had almost been possible 
with the ECA help during 1949. 

Major attention must be given to the importation and distribution 
of fertilizer for UNKRA if continuing food shortages are to be avoided. 
Most of the industries of South Korea have been brought to a stand- 
still because of the invasion and reinvasion during the war. Trans- 
portation and communication facilities have suffered extensive war 
damage, and the restoration of power facilities is necessary to the 
restoration of industrial production. 

There is serious inflation, arising basically from Korea’s lack of 
resources td finance the war, and in particular from overdrafts, 
currency advances to the United Nations’ forces in Korea, the expan- 
sion of bank credit, and the collapse of norma! imports. 

Continued importation of consumer goods and expert assistance 
in executing a stabilization program are necessary. There exists a 

eat need for technical advice in the Government in all fields. 

oreans were deprived of managerial experience during the Japanese 
period of occupation, and by the losses of personnel during tho war 
and the disruptions that have come about from the war in every aspect 
of Korean }ife. 

We have talked briefly about UNKRA. I might say in addition 
that Mr. Lubin has been our acting representative on tho Advisory 
Committee. He is our representative on the Ecoromic and Social 
Council, and Mr. Graham Hall would be his deputy in the Advisory 
Committee job. 

I would like to run over the program which has been drafted, which 
will have to be surveyed after the hostilities. ; 

Mr. Burteson. How can we approach the matter of aid to Korea 
under present conditions? 

Mr. Haut. It is assumed that this program would not begin to 
operate until there was a cessation of hostilities... The present progran 

one on now is supplying essential civilian needs and is carried on 

the Army. This would bo in effect an authorization for the United 

ations to go ahead with the planning of this United Nations pro- 

gram, and with certain aspects of civil advice to the Korean 
government 

Mr. Bururson. Dealing chiefly with relief? 

Mr. Hat. Tho present program deals chiefly with relief. This 
project would be primarily for the essential rehabilitation of Korea. 

Mr. Burueson. You would not think it advisable to wait until 
after all these things were determined and then have a single piece 
of legislation dealing with it? ‘ 

Mr. Haut. I think such an action would have a damaging effect 
on the morale of the people. I think if the United States decided 
not to go ahead with the program the effect would bo unfortunate. 

_Mr. Burtrson. Is this the contribution ‘of tho United States to 
the UN, or is it a separate aid program directly to them? 
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Mr. Haut. It would be a separate agency of the UN, a separate 
agency set up specifically for Korean rélief and rehabilitation. The 

nited States would contribute goods, services, and money in the 
amount of $162,500,000. 

Mr. Burteson. Then there is no so-called ECA, as we call it now, 
operating in Korea? 

Mr. Hatz. There would be no ECA program in Korea. It was 
terminated shortly after the hostilities. Those functions that were 
necessary during the hostilities were taken over by the Army. If I 
may continue, the effect on contributions from other governments 
would be very unfortunate. I think we would have great difficulty 
on that score. 

I might say the Canadians, the Saudi Arabians, and Indonesians 
have already made their contributions in cash. 

I think they would be guile disturbed after having made their 
contributions if the United States decided not to participate. 

Mr. Vorys. You were going to tell us what the percentage of 
contributions were going to be? 

Mr. Hau. Yes, sir. Our contribution was calculated on the basis 
of 65 percent of the total. We recognize that we might not achieve 
that goal; we might have to pay slightly more than that. The other 
contributions of the Canadians and the UK are roughly the UN rela- 
tionship to our contribution. 

In this program, however, we have to recognize the Chinese will not 
be able to contribute normally in any sizable amount, that the 
Russians will not contribute, that the Eastern Europeans will not 
contribute. There is a question as to how great an extent the French 
will be able to contribute in the light of the drain on them in Indochina. 

The Australians, Canadians, British, New Zealand, the Western 
Europeans and ourselves will have to bear the major load in this 
program. 

he program being of the magnitude and of the character is it, I 
think the Cnited States has to expect to carry the major load in this 
program. 

Mrs. Botton. I thought we had cut down some to 33}{ percent. 

Mr. Hauy. We have on the administrative budget of the United 
Nations Organization. On operational programs of this kind we must 
pay more. There are threo classes of contributions. First, are the 
contributions to the regular administrative budgets, in which our 
goal has been to get down to 33'§ percent. We have made substantial 
strides in that direction. 

The second category is the technical assistance and childrens 
funds, where we pay 65 to 70 percent of the international fund, but 
there are substantial amounts paid in local currengy by the recipient 
countries. ° 

There is a third type of program, like this program and the Palestine 
program, where the aid has to come entirely from outside. In those 
cases wo havo to be prepared to pay a larger percentage of the contri- 
bution if the program is to be done internationally. 

You may ask the question, why do it internationally? My answer 
is, we ought to follow through on the action that was taken against 
aggression in Korea by carrying this program on through the United 
Nations, and, secondly, to the extent that we get contributions from 
other countrics we reduce the load on our people, even though those 
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contributions do not constitute what wo would like to have the 
situation to be throughout the world. 

Mr. Vorys. Our pattern is that wo operate through the UN and 
put up 90 percent of the military forces and SO percent of the relief 
to follow? 

Mr. Hau. T think 65 to 70 percent on tho relief. 

Mr. Vorys. $105,000,000 from us and 20 from the rest, se far. 

Me. Han. 205 million has been pledged to UNIKRA as such as of 
this time, not counting contributions made in the past to the anilied 
command for direct Korean relief. TP would like to point) out) the 
French have not said what they will contribute. 

Mr. Burirson. Is there point 4 assistance invelved in this? 

Me. dane. Phere is point 4, but it would be handled through this 
agency. There will be some technical assistance in the sense of cco- 
nomie advice and agricultural advice. 

Mr. Burreson, [t will all come through the UN? 

Me. Hann. Lt will all be part of this $162,500,000, our contribution 
to the $250,000,000 program. 

Mr. Rercr. What type of rehabilitation is anticipated? 

Mr. Haun. Ddid not get Chat, sir, 

Mr. Reece. What (ype of rehabilitation do you envision will be 
carried on over there? 

Mr. Hann. Et would involve the minimum restoration of the power 
industry, things of that kind, = $260,000,000 will not go very far in 
that direction. There will have to bo a continuing program, We 
hope the Koreans will be able to help themselves ina large portion of 
it. ‘There are essential industries that will have to be reestablished for 
them, things that involve imports from the outside, 

The textile machinery, ahy heavy equipment of any kind, would 
have to come from the outside. The program does envision that the 
Koreans themselves will do most. of the work in housing, in the spia- 
ning of textiles, in the rehabilitation of their agriculture. 

hero will bo fertilizer imports and cotton imports. 

I can give you an idea of what will bo in the program, Perhaps it 
will not bo tho final program. Food will bo $31.3 million; clothing, 
$14 million; medical supplies, $5.5 million; soap and miscellancous 
goods, $2.5 million; raw materials for domestic production would bo 
agricultural prerequisites, primarily fertitizer, $42.7 million, plus somo 
sceds; coal, $8 million; petroteum oil and lubricants, $5.5 million; raw 
cotton, $8.8 million; miscellancous materials, $20.5 million; then ma- 
terials and equipment for reconstruction, hunber would bo $8 million; 
cement, $2.5 million; iron and stecl, $15 million; railroad rolling stock, 
$9 million; electric power facilities, $6 million; communications, $3 
million; trucks and accessories, $2.4 million; other equipment and 
parts, $8.3 million; and technical services would be $2 million; and 
then the administrative costs would follow. —° 

Mr. Reece. Two point plus for soap, and 0.9 for railroad equip- 
ment and supplies. My offhand observation is that would be out 
of line. 

Mr. Hatz. That is soap and miscellancous. I can get tho other 
items. 

Mr. Burneson. I expect thoy aro behind jn tho uso of soap. 

Mr, Reece. They can stay behind without being seriously im- 
paired, 
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Mr. Tfaup. This ineludes household items sth as Chread, needles, 
cooking utensils; also alkalis and fats, to get their own soap production 
started, 

It is not soap as a finished product but rather the components of 
the soap. 

My. Herren. You have a $59,000,000 item for transportation. 
That would ecrtainly not indicate Chat a great deal was coming from 
dapan, 

Mr. Hann. ‘The explanation on that is that---in order to make use 
of the contributions of the United Kingdom and the Kurepean coun- 
tries, and the Austratian and some of the others, farther away con- 
trilastions---there would need to be substantial transportation involved 
in that by UNREA estimates, 

We raised the same question in the Advisory Committee very 
frankly. ‘This is one of the questions that we raised in the tirst 
meeting of the Advisory Committee, the question that you raised, 
as to whether the freight charges were not excessive. ‘Phey have 
promised ta recalculate the program in the light of the needs as they 
see them. ‘They are not interested in spending more for freight than 
they have to. 

This is the first caleulation that was made up. Phese figures, the 
background of them, were developed originally by the military authori- 
ties in Korea, in December. 1 think that there are areas in the figures 
that undoubtedly will have to be corrected. 

I would ngree, Mr. Herter, that one of these things is the question 
of transportation. 

Mr. Vorys. When you speak of Koren, you mean what? 

Mr. Hane. Whatever area of Korea is under the United Nations 
at the cessation of hostilities. 

Mr. Vorys. As I remember it, they have coal and fertilizer plaints 
up north. 

Mr. Haun. They have. Those have pretty much been destroyed 
by bombing. ‘There would have to be some rehabilitation. 1f we had 
the whole of Korea, the total program, in the years beyond the first 
year would be substantially less because thoy would do much more to 
help themselves. 

Mr. Vorys. When you talk of cessation of hostilities, I suppose 
that the UN cannot decide—nobody can answer this, but are we going 
in to repeat what was done before, to build up something that can be 
knocked off again, or does there have to be cessation of hostilities plus 
such gtarantics that hostilities are not going to start again Chat it 
would: bo worth while doing more (han merely running relief bread 
tines and that sort of thing? . 

Mr. Han. I think we would have ¢o have some sort. of guaranty, 
or at least a good chance that hostilities would not start again. There 
would bo no point in taking in supplies just to have them endangered 
again by tho enemy. When I say cessation of hostilities, 1 mean 
settlement that is satisfactory to the UN and which gives us assuranco 
that thoro is at least. reasonable chance that the Koreaus will be ablo 
to build a peaceful and productive future life. 

Mr. Vonys. You used tho word “reconstruction.” I noticed in 
the United Nations resolution that whatover is done shall bo limited 
to relief and rehabilitation. During the UNRRA days we had a lot 
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of discussion about when relief and rehabilitation left off and recon- 
struction started in. 

A lot of these items sound somewhat like being over the line into 
substantial reconstruction. I wondered if these projects that you 
have mentioned are presumed to be within the limits of the United 
Nations resolution of relief and rehabilitation. 

Mr. Hate. Yes,, sir; they are. The United Nations resolution 
spells that out. There was great concern about that on the part of a 
number of countries. Mexico, for example, was very much con- 
cerned that the program should not get very much beyond tho relief, 
and essential clements of relief and rehabifitation. 

If I used the term “reconstruction” it was an unfortunate mis- 
statement. It should be encompassed within the broader frame- 
work of relief and rehabilitation. The Mexicans were concerned 
about that. They said if you get very for on the reconstruction 
program we have needs at home that are greater, as far as they are 
concerned, than those in South Korea. 

So there is in the United Nations, on the part of the other members, 
very great pressure to keep this program to the minimum that is 
essential to keep good faith with the people of the Republic of Korea. 
I think we can be assured, handling it through the United Nations, 
with the other governments, many of whom are not in a very favorable 
economic position, they are going to insist that the program be kept 
to the minimum required to keep faith with the Korean people. 

Mr. Reece. I am glad to see the breakdown in the detail that vou 
have, although you might not be certain about some phases of it, 
which one can readily understand. 

Mr. Chairman, that is what I have been wanting to see in connec- 
tion with all these areas where we are extending relicf. IT do not 
know to what extent that breakdown has been supplied for the dif- 
ferent countrics. You remember I propounded that query upon 
another occasion, to what extent a breakdown has been supplied 
reference to these countrics. 

Chairman Ricuanps. We have a breakdown for the different. areas. 
Each member of the committee has that, F think. We have some 
more people who can testify on that phase of it this weck. If you 
do not get what you want—— 

F Mr. Rerecr. We have, as I recall, pretty much of a dollar break- 
own. . 

Chairman Ricuanps. That is right. 

Mr. Reecr. But not a commodity or application breakdown. 
When, we asked for an oppre riation on the floor for ourselves, we 
have to substantiate, justify tho particular appropriation, whether it 
is for a small amount or large amount of money, whether it is for a 
bridge or some other improvement. 

We have to do that in very great detail, and in this connection we 
are appropriating vast sums, the expenditure of which is left largely 
to the administrative officers. I recognize that I do not have the 
historical background of this subject that the other members of the 
committee have, but that was ono of the things that I was impressed 
with during the proceedings here, tho fact,that there had not been a 
breakdown for which a person who did not make a personal study of 
the program could ascertain what was being done in any country. 


THE MUTUAL SECURITY PROGRAM 1033 


Chairman Ricuarps. We have a good many more witnesses. If 
the gentleman is not satisfiod when that is completed, I assure you 
that we will cooperate in trying to get the very thing that you are 
trying to get. 

Mr. Rercr. [ beg the pardon of the committee for bringing it up 
out of content, 

Chairman Riewanps, I think that is a very important phase of the 
thing. I do not object to you bringing it up. 

Mr. Vonrys. Will the gentleman yield? 

Mr. Rercr. Yes. 

Mr. Vorys. We on this committee always before have had the 
breakdown somewhat. in advance, and our staff has had them, and 
at least in my memory we have never had hearings where the first 
we heard of the details was from the lips of some witness. We had a 
chance to do a little homework and get ready for it. This is the 
first time that I have seen it occur this way. 

5 uaa Ricuarps. Mr. Coolidge, will you say something on 
that? 

Mr. Coonivcr. Yes, sir. We cid not get them up as soon as we 
have in the past, but my recollection is that about a week ago—it 
has been just about a week—the staff has had a breakdown of all 
these programs which were submitted to the staff. 

Chairman Rienarps. We members ought to have them. 

Mr. Cootiner. We got up enough copies, one for cach member, 

Chairman Ricuanps. What about that, Mr. Clerk? 

Mr. Coonivar. Whether they go into the details Mr. Reece wants 
Ido not know. 

Mr. Rerce. My thinking arises out of that general question. 
My thinking goes along the line that after these vast sums have been 
expended, how much permanence is there going to be. 

Chairman Ricuanps. 1 want to get the statement from the clerk 
as to what they have along this line, and also the staff. If they have 
that breakdown to the extent that you say, we want the members 
tohave it. If they have not, we want to get it. Limagine the people 
would want to provide it for us. 

They certainly had better if they want to substantiate their case, 

Mr. Reece. Jt occurred to me as a result of Mr. Hall’s breakdown 
there, which impressed me, that he attempted to give a detailed 
breakdown which has to be on 8 rather inadequate basis in view of 
the uncertainty of the situation. 

Chairman Riciarps. We will suspend for a minute to find out 
what they have. 

(Discussion off the record.) 

Chairman Ricuarps. Are there any other questions of the witness? 

(Ne response.) 

Chairman Ricuarps. If there are no further questions, we thank 
you very much, Mr. Hall. 

Mr. Wats. Thank you, sir. 

Chairman Ricuarps. We will hear Mr. Richard F. Harless, Atlantic 
Union Committee, appearing for the Honorable Will Clayton. 

Mr. Harless is an old colleague. Mr. Clayton could not get here. 
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STATEMENT OF WILL H. CLAYTON, FORMER UNDER SECRETARY 
OF STATE, AS PRESENTED BY RICHARD F. HARLESS 


Mr. Harvess, Thank you, Mr. Chairman and gentlemen of the 
committee. 

Mr. Clayton had hoped to bo here, but he found it impossible. 
This is his own statement. He drew it up over the week end and then 
had to leave and asked me to present it to the committee. 

Chairman Ricuarps. Will you proceed. 

Mr. Harutss. Mr. Chairman, gentlemen of the committee, this 
statement is made by Mr. Clayton, former Under Secretary of State, 
in behalf of the Mutual Assistance Aid Program now pending before 
your committee. 

During tho past third of a century, the people of the United States 
have shed much blood and spent upward of half a trillion dollars for 
tho preservation of freedom in the world, 

Tho weight of this stupendous effort has so far saved the world from 
complete totalitarian rule. 

But the battle between the forces of enslavement and the forces 
fighting to hold thoso precious human freedoms won at such great 
cost over the centuries is still raging; the final result is by no means 
certain. 

From the tragic experiences of the past 35 years, one great truth 
stands out clear as a beacon to guide us: There must. be unity of pur- 
pose and of action by the free nations of the world if they would re- 
main free. 

Whatever may be said about tho forcign policy of the United States 
during the past few years, it cannot be denicd that it has been directed 
toward holding the free world together. 

We could be wrong about everything else but if we are right on 
foreign policy, our country is so young and virile that it could over- 
come its mistakes in the domestic field and go forward; but if we are 
wrong on foreign policy, we could be right on everything else and still 
the result could be a disaster, not only to the people of the United. 
States but to the whole world. 

We must bo right on foreign policy. Tho very security and pros- 
perity of the United States are at stake. ‘The United States has taken 
the lead in measures designed to hold the free world together and to 
bring peace to the whole world. We must continuo that policy and 
strengthen it in every proper way. 

The North Atlantic Treaty is by far the most important step yet 
taken in this field. 

The very foundation of this enterprise rests on an understanding 
that the security and prosperity of its 12 members depend upon their 
unity in tho international field. 

The passago of the foreign aid bill now before the Congress is 
essential to the realization of this concept. 

Just as the Marshall plan has saved Western Europo and the world 
from the aggressive and expansive policy of Communist Russia over 
the paat 3 or 4 years, so the foreign aid contemplated in tho bill how 
before Congress may vey well bo credited. by history as having sect 
in motion measures and forces leading to the establishment of world 
peace and prosperity. No informed person can doubt that tho execu- 
tion of the very specific plans for the protection of the free world 


THE MUTUAL SECURITY PROGRAM 1035 


contemplated in the North Arlantic Treaty is immediately dependent 
upon this nid. 

Tho United States cannot afford to reverse the direction in which it 
has been headed in world affairs. To do so would be an invitation 
to disaster. 

Gencral Eisenhower constantly refers to the necessity of unity in 
the free world. Beginning with his speech before Congress on his 
return from Europe in February 1951, he has hardly mado a single 
public statement which does not emphasize the critical need of unity 
ond more unity if the free nations of the world aro to win this fight. 

Ono cannot help feeling that behind General Eisenhower's care- 
fully chosen words, heard and read around the world, is a deep con- 
viction that tho North Atlantic Treaty, powerful and historic docu- 
ment that it is, leaves much to be desired as a constitution of the free 
world in its fight to hold back the forces of slavery and darkness which 
are descending upon it. 

The obvious weakness of the North Atlantic Treaty is that it pro- 
poses to unify the military forces of its 12 members but fails to pro- 
vide for political unification to create a common foreign policy and 
to give direction to the military; or economic unification to furnish 
tho strength to support the military and (to bring about a rise in the 
standard of living so important to the moiale and well-being of the 
people. 

As an immediate measure in the defense of the free world against 
Communist aggression, the North Atlantic Treaty is a bold and es- 
sential step. But neither the North Atlantic treaty nor the United 
Nations, essential as both are in the long-range plan for the estab- 
lishment of world peace, are sufficient to accomplish that purpose in 
the world of today. 

To realize this, we must first thoroughly understand the nature of 
tho revolution through which our modern world is now passing. 

Many people believe that if it were only possible to rid the world 
of the evil of Communist aggression, there would no longer exist any 
serious impediment to the prompt establishment of world peace and 
prosperity. These people argue that Communist Russia is the only 
nation in tho world at present or for the foreseeable future which is 
frankly bent upon worlikeonmucet: and indeed that is true. 

But it would be a tragic mistake to fail to recognize that the 
aggression of Communist Russia, with its stated determination to con- 
quer the world for communism, is merely an outward demonstration 
of the revolution through which the world is now passing—a revolu- 
tion of the “have nots,” not so much against the “huves” as against 
their own tragic lot in life. 

There van be no permanent peace until there is some amelioration 
of the conditions of the hund:eds of millions of people who go to bed 
hungry and cold every night. 

The job of the western world, then, is broadly twofold: It must 
niake itself so strong that no aggressor dare striko, and it must do 
this in a way to avoid undue economic strain. Freedom can be lost 
through cconomic collapso as surely as through military defcat. 

_ And it must reorganize its economy so that all the forces of devclop- 
ment, production, and distribution, operating as one market, may 
have full play, to the end that people allover fe world will have moro 
to cat, more to wear, and better homes in which to live. 
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It is not believed possible to reach these two targets with the 
present loose organization of the western world which rests on a 
military base only—and a shaky one at that. 

This base must be broadened and strengthened to cover adequately 
the political and economic aspects of unity. 

Nothing short of a federal union of the Atlantic democracics will 
afford a foundation sufficiently strong and broad to support the neces- 
sary measures for the realization of permanent world peace. 

f such a federal union had existed "5 or 40 years ago, World War I 
would never have occurred; if it hati existed 12 years ago, World War 
II would never have started; if it ex'sted today, world war IIT would 
not oven be thought of, real disarimament would be under way, o 
development and production boom on a world-wide basis would be 
in progress; the world standard of living would be rising, tranquility 
would be restored and permanent world peaco would He within our 
grasp. 

Chairman Ricuarps. Thank you, Mr. Harless. We appreciate 
very much our old colleague coming before us to give his and Mr. 
Clayton’s viewpoint on this subject. We are sorry Mr. Clayton 
cannot be here. We have a very high opinion of his ability and state- 
ment. 

Mr. Harwess. He expresses real regret that he could not be here in 
person. I appreciate the opportunity of reading this statement 
to you. 

Chairman Ricuarps. Mr. Hays? 

Mr. Hays. I wish to express appreciation of the statement not only 
because of our regard for Mr. factor but because of my personal 

leasure in seeing my former colleague with whom I came to Congress 
in 1943. Iam interested in the views that he advances. I think it is 
worthy of our consideration. 

Mr. Harless has rendered a great public service in his own State, and 
as a member of the Congress for three terms. I am glad to have this 
statement about a very important movement. I assume that Mr. 
Clarence Streit will be here? . 

Mr. Haruess. He will be here this evening. 

Mr. Hays. Whether one agrees with Mr. Streit and former Justice 
Roberts as to all details of the Atlantic Union idea or not, I believe it 
is the universal opinion of thoughtful people that they are rendering 
& great service. : 

I would like to ask Mr. Harless if he saw the statement of Senator 
Hendrickson, of New Jersey —— ; 

Mr. Harzess: Which article was that, Congressman? 

Mr. Hays. It just reached my desk this morning. It is an cloquent 
defense by Senator Hendrickson of your organization’s purposes. I 
nope you will see it. 

Mr. Haruess. I would like to sec it. I appreciate those remarks, 
Congressman, and I appreciate the opportunity of coming here before 
you gentlemen. I hope sometime.in the foreseeable future when you 

ave all these heavyweight problems out of the way that we will be 
able to present complete arguments on the plan that we propose. The 
resolutions are now pending. I know you are very, very busy, but 
when you do have some time, we have gathered a great deal of infor- 
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Mr. Streit, who will appear before you this evening, spent 34 months 
in Europe recently where he contacted many of the leaders in Europe, 
political and economic, and others, and 1 Ghink he has a real message 
to your committee. When the opportunity does arrive, when you 
have time, we certainly would tike to present some further testimony. 

Chairman Ricuanps. Are there any other questions? 

(No response.) 

Chairman Ricuarps. Thank vou very much, Mr. Harless. We 
appreciate your coming. 

Mr. Harzess. Thank you, Mr. Chairman. 

Chairman Ricuarps. We appreciate getting the benefit of yours 
and Mr. Clayton’s viewpoint. 

The next witness on the list is Mr. J. T. Sanders of the National 
Grange. 


STATEMENT OF J. T. SANDERS OF THE NATIONAL GRANGE 


Mr. Sanpers. Mr. Chairman, gentlemen of the committee: the 
National Grange appreciates very much the opportunity which the 
committee has presented to us. 

Chairman Ricnuarps. Mr. Sanders, have vou a written statement? 
Would you rather put it in the record and discuss it offhand? Or 
would you rather read it? 

Mr. Saxpers. It is about 10 double-spaced pages, Mr. Chairman. 
It would be a little difficult to discuss it because I have not had time 
to outline it for discussion. 

I want to apologize to the committee members for not having mimco- 
graphed copies of it. Had I come tonight when I was originally 
scheduled, I would have been able to have met that deadline. 

Chairman Ricuarps. Mr. Sanders, the committee was largely 
responsible for that. We moved up your schedule to this afternoon, 
youn you would have had those copies, I know. I plead guilty to 
that. 

Mr. Sanprrs. The National Grange has supported foreign aid pro- 
rams of the United States and the United Nations since its inception. 
Ve supported those foreign aid programs because we felt they offered 

the most constructive help to the people of the world who wished to 
defeat communistie infiltration Anu outright aggression. 

The accomplishment of ECA in Europe has manyfold justified 
our faith in this means of giving hope to a fear-ridden world. We 
have followed the work of ECA in intimate details, one former na- 
tional master, Albert Goss, followed by our present master, Herschel 
D. Newsom, having served during the entire life of the ECA on its 
present advisory board. 

ECA has demonstrated conclusively that the most dependable 
people are those who have reasonable hopes of their future freedom, 
and at tho same time it has been shown otherwise that the most 
undependable people are those who can see little such hope. 

In a recent report to the President on ECA’s accomplishment the 
advisory board made the following statement: 

There is reason to believe that ECA’s work actually stopped Soviet Russia 
from swallowing up Western Europe. In addition, Europe's trade barriers aro 


being broken down and a continental market is being created. Her economy is 
being integrated. She is being taught American technical know-how; production 
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is acted climbing. A healthier Europe and a stronger people clsewhere are 
emerging. 

This is work that must underlie and support any defense offort. 
The major purpose of these hearings is, we judge, to provide for the 
defense of our Nation and other friendly nations by building up tho 
free world military forces, by promoting defense production, and b; 
strengthening the will of people to defend their freedom throug 
assisting them in thtir economic dovelopment. 

The National Grange believes that all threo of these approaches to 
the problem are sound, but we do not feel competent to discuss tho 
soundness of the proposed military assistance phases of the proposals 
being considered. In thus avoiding a discussion of tho military aspects 
of aid, we are mindful of tho extreme importance of this phase of aid 
and of tho existence of a margin where military aid and economic aid 
cannot readily be distinguished or separated. 

Wo know that military aid is far more important when measured 
in terms of immediate national security, but we are convinced that 
in a longer view of solving the problems of the troubled world economic 
aid is far more important. Military aid may stave off imminent 
aggression, but only friendly economic aid that brings mutual im- 
provement to both the recoiver and the supplier will in the end bring 
the world into an era of peaco. 

Since therefore we are not able to analyze adequately the amount 
or naturo of military aid, we would like to.address our remarks pri- 
marily to the phases of the work of the committee dealing with the 
economic assistance, especially technical cooperative assistance. 

From the long-time viewpoint we look upon this phase of the 
proposals, as we implied abdve, as offering the best hope for a peace- 
ul world. Economic aid if pursued wisely and in the proper spirit 
will bring hope where there is little hope. It will bring to people 
the means of helping.themsclyes where, without the assistance, they 
could not help themselves. 

At this point wo wish to emphasize-the importance of ‘making the 
economic aid portion of our foreign assistance programs truly mutual 
assistance programs, These economic programs in tho strictest and 
most materialistic sense, and not in the abstract or tangible sense, 
can and should be made mutual aid programs. | 

We believe that every dollar wisely and judiciously spent in helping 
the underdeveloped ‘free nations of the world to increase and better 
their economic capacity will return to our Nation at least as many 
and probably more, hard dollars of return in the future. 

Furthermore, we believe that the more clearly this assistance is 
offered and put on a mutual assistance basis, the more will all nations 
assist in maintaining their own self-respect and their ambitions to 
help themselves. 

More specifically, what does mutual aid mean? What do we and 
the other countries each supply and receive? In the first place, we 
will supply technical assistance and direct financial aid, probably both 
public and private. In supplying this wo should make it clear that 
we are also giving the receiving nation greater assurance of independ- 
ence, both political and economic. This means that they as a result 
should have a greater feeling or assurance against aggression or in- 
tetnal interference, both from the United States or the U.S. S. R., and 
from other nations. 


U 


/ 


THE MUTUAL SECURITY PROGRAM 1039 


This assistance should also be given in such a manner as to assure 

them of the most rapid practical dovclopment of, and fruits from, their 
own natural and human resources. In short, we shall miserably fail 
in our offer of economic assistance unless we can show the recipients 
of this aid that it is not given for exploitive purposes but for mutual 
development and aid aims. 
- And what kind of material returns do we get from this aid? What 
do we get out of it? In the first place, one of the most expensive under- 
takings before this Nation is the elimination of the great danger of 
communism. Wo therefore help to create in these underdeveloped 
areas 8 progress that stabilizes their friendship for other free nations 
and an insulation of their political and economic life against communis- 
tic influences. This is the really important gain that we undoubtedly 
realized from Marshall aid in Europe. 

But our nid is also certain to bring greater trade and ils consequent 
material gains. It will open up many new opportunities for self- 
liquidating public and privato investments and will add greatly to tho 
security of, and tho income from, these investments. 

In the months and years immediately ahead we should also gain 
greatly in the amount, cost, and dependability of supplies of strategical 
and other needed raw materials; for, from the noncommunistic 
so-called underdeveloped areas, we obtain around three-fourths of 
most of our supplies of needed raw products and have in them some 
of our best export markets. 

The economic aid needed for the underdeveloped countries is of a 
much different nature or kind from that which was supplied to the 
European recovery program by ECA. In the latter program agri- 
culture played a minor, though important, role. In the under- 
developed areas agriculture constitutes over three-fourths of their 
economic activity. Also, agriculture in these areas varies widely 
with its primitiveness. 


The problem is first and foremost to develop a more productive , 


agriculture, to first raise their dietary standards and then gradually 
release farm workers into nonfarm pursuits. All of these countries 
are important sources of supplies of minerals, timber, and related 
materials. 

Much of the initial stages of economic aid to these countries must 
be devoted to improving the agricultural and other extractive indus- 
tries, to give them the double benefit of increased export credits, and 
to release personnel for work in nonextractive industries. 

Undoubtedly the first nonextractive or fabricating industries will 
be in tho lighter industry ficlds—such as processing food, raiment, and 
shelter products. This means that both technical assistance and 
economic assistance in the form of investment must be on a far more 
modest scale than the assistance supplied to Europe where the problem 
was the earliest possible rehabilitation of the world’s second largest 
and most complex industrial economy after the problems of its imme- 
diate relief were taken caro of. 

Not only is the assistance in the underdeveloped countries on a 
relatively less expensive scale than that of the European recovery 
pro m, but it will take a much longer period to initiate and mature. 

short, it must be on a more modest magnitude and more delibere- 
tive basis than the European recovery program. 
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Agricultural methods are deep rooted in the customs and prejudices, 
and in the social, religious, and political lives of people. These are not 
and cannot be changed by revolutionary means, and only highly 
skilled and experienced farm technicians can understand and develop 
needed and practical improvements. The most practical way of 
initiating this type of help is on a small scalo and at a cautious rate, 
Yet this must bo initiated and developed fairly successfully and 
extensively before appreciable workers can be released for programs of 
industrial development. 

The methods used in the technical assistance program conducted 
by the Technical Cooperation Administration under the direction of 
Dr. Henry G. Bennett, and in the technical activities of ECA, are 
geared to the rural, largely primitive economics of the underdeveloped 
areas. Their primary need is to produce more and better foods to 
feed their people a minimum required amount of food. To do this 
they do not need large grants of dollars or consumer goods. They 
need immediately few or no tractors or other up-to-date agricultural 
machinery. They need to take simple basic steps that they can under- 
stand and apply themselves, largely with the resources they already 
have at hand . They need scythes instead of sickles, threshers instead 
of flails, plows of steel instead of wood, and better seed and livestock. 
They need insecticides and fertilizers and need to know how to use 
manure and legumes, to know better methods of harvesting and 
storing their crops, and need better systems of land tenure and credit 
that will assure them a larger share of the fruits of their labor. 

The nature of the problem determines the nature of the solution. 
It is for this reason that the: technical assistance program consciously 
and deliberately emphasizes the “rural approach.” Tho aid it 
extends consists primarily of the services of American technicians— 
agricultural research and specialists, public health doctors and nurses, 

_educational and vocational instructors, engineers and public admin- 
istration experts—and the training of technicians of the other countries 
in these and similar fields. 

The American technicians are supplicd with sufficient equipment 
and operating funds to show the people with whom they work how 
to put the improved techniques into practice. This demonstration 
method has the virtue of secking not to impose a preconceived, ready- 
made result upon other people, but of helping them to do what they 
want and need to do anyway—to better their coriditions of life by 
their own efforts. 

It docs not humiliate them by offering them charity in the form of 
food, or goods they will not earn. It dignifies them by enabling them 
to create new wealth of their own. 

This method also enables the American people to express their 
spirit of cooperation with other people in vast arcas of the world at 
relatively small cost. It has been demonstrated repeatedly that a 
dollar spent on technical cooperation gocs further than one spent on 
any other form of foreign assistance. Moreover, the peopfe helped 
in this way can contribute in kind, in tho ferm of services of their own 
technicians, officials, and workers, their own land, buildings, and 
facilities, in addition to moncy in their own currency. 

More than 30 countries now cooperating in the technical assistance 
program are contributing $3 to every $1 that the United States is 
putting into the joint effort. In some instances, small amounts of 
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United States equipment, such as stainless stecl for a vaccine plant, 
can greatly multiply the effectiveness of a technical-assistance program. 

In this area which permits greater use of the funds for investments, 
the broader flexibility of the ECA legislation has real advantage over 
that of the Technical Cooperation Act. This broadened provision 
should therefore be incorporated in all technical assistance work for 
the coming fiscal year. * 

Around 20 percent of the countrics cooperating in the technical 
assistance work with ECA, and over 60 percent of the visits of foreign 
trainces to the United States that are sponsored by ECA, are for 
trainces to study and learn about improved American agricultural 
techniques and methods that could be adapted to the more primitive 
agricultural economies of the countries sending the trainees. This is 
a very significant and valuable work which has been sponsored prin- 
cipally by ECA in its technical assistance work. 

I have just spoken of assistance supplicd by the countries being 3 
to 1 to what we put up. This does not mean that additional funds 
are not needed to aid the underdeveloped countries to develop water 
supplies, sewage systems, hospitals, dams, irrigation canals and power 
plants, roads, harbors, and industries which they need. These pro- 
jects require large amounts of capital, but most of these projects can 
and should be carried out on a self-liquidating basis as they have been 
in our own country. 

Sound projects of these kinds are invsetments in the economic 
development of the country and they yield monetary returns either 
directly or indirectly. Such products can be financed by loans from 
the World Bank or the Export-Import Bank, or from private sources. 

One of the basic shortcomings of the country with only a primitive 
agricultural economy is the Jack of opportunities for diversified in- 
vestments. In such a country, as is evidenced by the prevailing 
situation in India, China, and similar old civilizations, savings of the 
wealthier people are predominantly invested in rural land, urban real 
estate, precious metals and stones, and in distributive and financial 
institutions. These investments nearly always become means of ex- 
ploiting the masses rather than sources of wealth and income to them. 
As, for example, the landlordism of India, Italy, Spain, China, and 
other countries. By offering alternate industrial investment oppor- 
tunitics for savings, by reducing the overinflated social and economic 
value in landed property, and by helping to work out more attractive 
land reforms for both the farm opcrator and the farm owners, the 
technical-assistance program can bring about a firmer and more 
stable democratic cconomy for these underdeveloped countries. 

One of the major objectives, therefore, of the technical-assistance 
program is to help ‘mobilize the capital that exists in many of these 
countries themselves, and to help create the condition that will 
diversify and make investments in the underdeveloped countries at- 
tractive and profitable to private capital, both domestic and from 
abroad. ; 

Technicians, working under the technical assistanco program, under 
the Technical Cooperation Administration and ECA, can do this in 
part directly by developing the engineering and financial plans for 
sound projects and in part indirectly hy energizing the inherent 
productive capacities of the people in these countries and showing how 
their natural resources can be soundly developed and used. 
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Technical assistanco is no now and revalutionary concept. — It may 
bo mado a “bold program,” but it is certainly not a bold “now” 
program, American missionaries have for decades carried out 
ridunentary technical assistance programs, but nonetheless the essen- 
tials of this program all over tho world have been conducted in the 
form of agricultural improvements, hospital buildings, and providing 
medical care and general economic and social hetlerment nicasures. 

Furthermore, all tho cfoments of the (celnical assistaneo program 
have been carried since 1938 by our Governinent in its Latin-American 
agricultural work. So woe aro not launching out on an untried or 
visionary program, but rather on a well-tried and proved progran. 

Thoro is ono difficulty and imminent danger in the eifeetivencss aud 
sounduess of this program of tochnical assistance. It is fragmented in 
various agencies in responsibilities of the National Government, 
hotween ECA, the Defense Dopartment, State Department, and other 
agencies. The wholo shilosopliy method, and approach of technical 
assistance is diferent from the major job confronted in the European 
recovery program, and in military aid. | Since this is the case, a sep- 
arate and unilied administration assumes major importance. HH should 
bo separately and distinctly administered so Chat its guiding principles 
and philosophy may be preserved. 

This docs not mean that it should not be coordinated with aud kept 
from conflicting with the military and other special forms of aid. All 
tho ovidencs points to the fact that tho President, in requesting Con- 
gress to authorize the technical assistant program, and the Congress 
In adopting tho act for international development, hed in mind a 
unified world-wide continuing program to operate in tho underde- 
veloped areas as a whole. Nowhero in tho act is thero any geo- 

raphical limitation on where technical cooperation with the under- 
eveloped areas would or would not bo operated. On tho contrary, 
tho act oxplicitly provides: 

Src, 405. The President is authorized to plan, undertake, administer, aud exe 
ecute bilateral techuical cooperation programs carricd on by any United States 
Government agency, and In so doing, to coordinate the dirvot existing and new 
technical cooperation prograins. 

Wo beliove that this unification of tho administration of tho vari- 
ous technical assistanco programs is very important, and that in 
writing the newly revised provision of the technical assistance under 
ono administrator is ungently necessary. This should be done in 
such a way that tho techincal assistance program would not bo en- 
dangered by tho necessity of absorption of presently employed per- 
sonnel of ECA that may bo qualified for military and refinbilitation 
aid, but who aro ill-prepared and experienced to perform tho special- 
ized technical assistance functions we have described previously. 

The major and original functions of ECA wero that of adiinister- 
ing tho immediate reltef, and tho loss immediate job of rehabilitation 
of tho war-devastated countrics of Europo. In this charter it was 
given a temporary existence and a definite termination date. This 
assignment necessarily involved for Europo somo technical-assistanco 
functions, but basically tho great mass of ECA personnel is ill-equipped 
to perform tho distinctive job of technical cooperation administration. 
If these two organizations are to bo put into a now and singlo agoncy, 
it is highly important that the Technical Cooporation Administration 
not in any senso lose its distinctive and upsubordinated identity. 
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In view of the untinished task of ECA in tho rehabilitation of Europe 
and tho further spread of ECA’s functions of rehabilitation due to tho 
mutual defense program, ECA’s functions, oxelusive of the technical 
assistance funeUions, should probably be extended. But under no 
circmmnstanees should its relief, rehabilitation, and speciatized military 
aid functions be mixed with the technical functions of the Teehnical 
Cooperation Administration, 

Tho weiter has several different. times during tho past 2 or 3 months 
wet with Che representatives of some 20 or more organizations who 
were interested in the point - program, and he does not reeall any 
Vigorous defense of leaving the technical assistance program in and 
under the supervision of the State Department, although some of 
these groups may possibly think that it can best bo carried out in this 
Department. 

Technical assistance is a job that will invelve the necessity of draw- 
ing speciatists from every department of the National Government -- 
from Agriculture, Commerce, Labor, Reclamation, Health, Education, 
Highway and other agencies, Also, to be done with the greatest 
effectiveness, it should draw tiberally fram the personnel of our hind- 
grant colleges, our universities and technical schools, nnd from private 
service, construction sid manufacturing agencies. This means that 
domestic programs and policies, as well as our foreign policies, must be 
coordinated with or utilized in the ‘Technica! Cooperation Administra- 
tion progranis. 

We believe, therefore, that technical assistance should not be left 
in the State Department but should be separated from any specitic 
department. Because technical assistanes must draw in the widest 
sense from the entire Nation’sres erveir of technical knowledge, we 
recommend that most of the actual workers of the Peehnical Coopera- 
tion Administration be required by law to be drawn by assignment 
from agencies outside of the Administration, and that ils expenditures 
for salaries of permanent employees bo restricted to not aver a third of 
all salary expenditures for any fiscal year, or some other proportion of 
salaries which an intensive study by the Congress indicates is sound. 

Certainly the Teehnical Cooperation Administration should not. bo 
allowed to buikt its own complete and permanent stall of experts, for 
when it does, it will lose its resilience to a growing United States 
technology, and will come into constant bureaucratic contlict: with 
sound domestic sources of technology and experience, and in constant 
conflict with other departments of the Government. 

To the credit of the present Technical Assistance Administration, 
it has not done this, that is, it has drawn experts by assignments for 
almost all of its personnel. 

Wo believe that experience of ECA with counterpart funds indicates 
that a sounder and more serviceablo use of these funds can be made 
than has been the case with ECA, As a long-time policy, wo believe 
counterpart funds should bo held to tho eredit of tho United States 
in tho country receiving the original grants from tho United States; 
that these funds should bo used in the country only for projects or 
purposes mutually agreed to; aud that if used to build self-liquidating 
works or projects, installment and interest payments should. be 
deposited to tho credit of tho counterpart fund. The recipient 
country should have the right to buy up and close-out all or any 
portion of the counterpart fund by paying the United States current 
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exchange dollar equivalents of the retired funds. Thus the counter- 
part fund would be in the form of 9 revolving fund used by mutual 
‘agreement and held for sole use in the recipient country, but held in 
the name of tho United States instead of the name of tho country, 
as was the case with ECA’s funds in Europe. 

Wo believe that efficiency and coordination of the overseas affairs 
of the United States Government can best be served by administering 
all overseas affairs except the functions dealing exclusively with 
foreign policy and diplomacy in a unified “overscas affairs adminis- 
tration” similar to that recommended by a minority of the members 
of ihe Hoover Commission, including Mr. Hoover. Such an agency 
should have an independent status. It should be directly under the 
supervision of the executive branch, with an active Federal advisory 
board for the technical assistance work, composed of representatives 
of the major departments of the Federal Government vitally interested 
in and contributing to technical assistance phases of the agency’s 
work. Tho technical assistance work would be one of possibly three 
coordinate services (following the Hoover Commission terminology) 
possibly called tho “Overseas Affairs Administration,” as follows: 

(1) Tho Technical and Economic Cooperative Services; 

2) the Relief Rehabilitation and Recovery Services, which would 
include present ECA functions, oxclusive of all long-time technical 
assistance work and including the civilian occupied territory functions; 

(3) The Overseas Territory and Property Services. 

Rough estimates of the amount to bo spent for technical assistance 
during the current fiscal year, including that spent in Asia, Africa, 
Latin America and by ECA, indicate an amount of from $275 million 
to $300 million. The Rockefeller report suggested that the amount 
spent for this purpose should be about a half-billion dollars per year. 
We are not in a position to cither endorse the Rockefeller recomnjenda- 
tion-or to suggest an amount below that suggested. 

The question of how much of this should be allocated to the tech- 
nical assistance work of the UN is a question that merits more study 
than we have given it. We believe, however, that the UN can per- 
form an excellent function in this field by setting up standards of 
investment, standards of repayment of foan, rules and regulations 
that are fair and equitable for both recipient and applying countries, 
and that are nonexploitative of the underdeveloped areas. 

By promoting the use of these standards of technical assistance 
wor, 1 


one by bilateral arrangements as well as their own multilateral 
work, and by maki general overhead surveys of the needs and 
priorities of these needs, by analyzing the opportunities for profitable 


public and private investments of underdeveloped countries, and by 
undertaking to get tho mdloption and use of these standards and’suc 

surveys by all-countries, the UN would do much to dispel the fear 
of uate eveloped countries of the interference from supplying 
countries. 

Mr. Gorvon (presiding). Wo thank you very much for your state- 
ment, Mr. Sanders. It is a very fine contribution to this important 
bill. Do any members have any questions? 

Mr. Vorys. It is certainly a broad statement and covers all phases 
of our problems. Ags I understand it you want ECA to bo a separate 
organization outside of other departments, and thé technical coopera- 
tion, technical assistance, to be another separate organization. Would 

. f : 
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the head of that have Cabinet status? How would you envision that 
in the governmental sct-up? 

Mr. Sanpers. We leaned toward the plan that was set up in the 
Hoover Commission report, which was to set. up an Overseas Affairs 
Administration with services within the Administration following out 
the terminology of all of the Hoover reports. Wo suggested that the 
services be three: the technigal assistance service, the rehabilitation 
service, and the overseas propertics and territories administration 
services. So there would be three services in this administration, and 
there should be an overhead administrator, and the assistant adminis- 
re my provably, of cach of these services. 

orys. Do you contemplate that would be a now department 
of the Government with Cabinct rank, ou" side the State Department 
and other enatine a departments? 

Mr. Sanpsrs. I do not believe that that was contemplated by us 
in discussing this, I am sure that the Hoover Commission did not 
contem mpiese it being pe er paratemenertalcat with Cabinet rank. =. 

Mr. Vorys. Thank you 

Mr. Herre I understand it, you are bringing an entirely new 
thought in here, and that is a new organization td.take on the admin- 
tee of overseas territories. (© ~ 

Mr. SaANpERs. Yes, sit’ \ 

Mr. Herten. te ee nied by the Foov a Comtnission. That 
would/be one of the three phase F this woutfit. So\that in effect 
it wi ‘be like a colonial o aN e British ¢ Governmbnt fromm the 
poinf of view of ee, 


Mr: Sanvepa iif As oan \ takot over tho furltions now 
bei exforthes y a I net Depab aaa in administering Hawaii 
an penned 

Mr. od, ante en Ane me ific? | 

r. SANDE Hn and battldground- monuments} and prop- 
erti sof all kinds own by Mit 


tes all over the yor! 
. Hertehz So it would take lord off the State Department 
: He aoe entirely? 


and ther departments of 0 
MrASanvens. Yes, sir. ° 
Mr. Herter. You believe there should 
for the RCA continuing (o the point wher 
Mr. Sangens. Yes, sir; & 
’ Mr. Herteg. Then carry on with point 4 fro 
Mr. SanperaSuch prot lems of relief 9 
reeented in Kore today, if poses ee mead orea, would be a decid 
unction for ECA to re eof the things it did in Europe, it 
‘seems to us. 


Mr. Herrer. We have been asked to handle the whole Korean 
matter through the United Nations and not through ECA. There 
has been testimon ny given at one time or another on both sides of that, 
whether it should be dono internationally, to which I think we are 
committed, or whether it would be better administration and better 
Policy for us to mane it entry separately, 

Have you any uw dgment on that? 

’ Mr. Sanpers. My feeling on that is this: It would be very difficult 
to justify to the “people of America if we had to o put up about 90 
percent of the money to rehabilitate Korea, if we did not take a very 
direct intereat in the rehabilitation. I think we should cooperate 
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with the United Nations. But I doubt whether the United Nations 
would have the necessary machinery to administer it adequately, 
and I doubt whether it would bo the most satisfactory arrangement 
for this country to put up, we will say, 90 to 95 percent of the money 
and then not have much more direct influenco on the rehabilitation 
work than we would get through the UN, 

Mr. Herter. You would turn the money over to the UN and let 
the commission of its own choosing do the job? 

Mr. Sanpens. That question is one that our organization has not 
discussed at all. What I have given you is my own personal opinion. 
Cortainly it is not the policy established by the Grange. 

Chairman Ricuarps. Are there other questions? 

No response.) 
1airman Ricuarps. Thank you very much, Mr. Sanders. We 
appreciate your coming up and testifying on this subject. 

Mr. Sanpers. Thank you, sir. 

Chairman Ricuarps. The next witness is Mr. John Brophy, re- 
presenting the Congress of Industrial Organizations. 

Mr. Brophy, we are glad to have you with us today. You havea 
prepared statement? 

Mr. Bropny. Yes, sir. 

Chairman Riciarvs. Will you proceed? 


STATEMENT OF JOHN BROPHY, CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


Mr. Bropuy. Members of the committee have copies of the state- 
ment. It is rather bricf. The Congress of Industrial ‘Organizations 
appears today to give its support to the principal components of the 
Mutual Socurity Brogram, now under consideration by Congress for 
tho 1952 fiscal year. | 

Wo want to emphasize tho fact that the Mutual Security Program 
recognizes tho interdependency of military, political, and economic 
measures necessary to insure the securily of the free world. 

We believe that neither political and milifary security nor economic 
security taken alono can answer the problems of the world today. 
Political and military security standing atone are at best, precarious 
because they are always subject to an attack upon their flank—where 
the ill-housed, ill-clothed and the ill-fed are fair game for those who 
would exploit their nceat+. Economic security standing along fails to 
take into consideration those human needs and aspirations—individual 
freedom, the right to free expression, to worship as one pleases, and 
other fundamental rights of men—snd could lead only to eventual 
enslavement. - 

I might add here that last year, in July and August, I was in south- 
east Asia on a commission representing the International Federation 
of Free Trade Unions. Thero I met Repicecntalives and groups of 
people in all walks of lifo. Tho effort of this commission wes to get 
a clear picture of the situation, particularly from the trade-union 
standpoint, as to what could be done to aid in mecting some ofthe 
problems that had created the widespread revolution that had been 

ing or in Asia for many, many years. The thing that stood out 
in that experience was bya mass povorty, illiteracy, and disense were 
everywhero, and a terrifi¢ally low standard of living, unbelievably low 
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to the western mind, in that area that we visited, and they are all 
underdeveloped areas. There we sco unrest and tension everywhere, 
caused by the great disparity in living standards, in the underdevel- 
oped as compared with the developed countrics of the world. 

1 think this can be told yraphically by just a simple figure or two. 
The average annual income in the underdeveloped countries in this 
area where two-thirds of the population of the world lives, is $41. 
An unbelievably low figure. While in the developed countries, the 
figures were $46f, and, of course, it is much more in the United States, 

hat, I think, tells a story, tells a story of 8 standard of living that 
is animal in its meager supply of food and shelter. In some cases it 
. * close to the minimum that it is almost nonexistent, at least for 
shelter. 

1 saw millions of these impoverished people in India and other 
countries through that great arc of some 7,000 miles of Southeast Asia. 
When that miserably low standard of living is coupled with an averago 
expectancy of life in the anderdeveloped countries of 27 years, as 
compared with an expectancy of life of 63 years in the developed 
countries, vou get there the basic cause of the great social unrest that 
has been disturbing all of the underdeveloped countries of the world, 
particularly Asin. 

Unless we meet this problem of poverty, it seems to me that we 
are going to be ina condition of world turmoil all the time. So tho 
organization for which I speak, the CIO, meeting in twelfth constitu- 
tional convention at Chicago, HIl., in November 1950, adopted a reso- 
lution which said, in part: 

We shall defeat the forces of Communist tyranny and create the world environ- 
ment in which a just and lasting peace can be won only if we mobilize the full 
strength of the free pcople of the world to fight the forces of communis:n on every 
front. A purely negative approsch to this problem will not get a sativfactory 
answer. We believe this requires that American democracy fully mobilize its 
human and material rezources—its economle and spiritual power to forge weapons 
of war to stop Communist aggression on the military front, and the tools of peace 
to fight poverty, hunger and injustice on the economic and social fronts. 

For these essential reasons, the ClO supported the European 
recovery program, the military assistance program, and the Techni- 
cal Assistance Act. It belioved that if tho free world was to be de- 
fended, it needed the economic and military power which was basic 
to that defense. The United States, in its position as leader of the 
free world, has the responsibility of helping its allies to help themselves 
in the cooperative struggle for peace and security. The mutual 
security program is the expression of that responsibility in concrete 
terins. 

Without such a program, we would be serving notice on the free 
world that we were content to “go it alone.’ But many years of 
isolation, with its disastrous consequences, should have indicated to 
the skeptical that we cannot retire behind our Atlantic and Pacific 
moats that can now be crossed by air in a few hours. 

We are in the world to stay and wo should havo learned by this 
time that if peace and security are to be firmly established, they will 
be achieved by collective action. Collective action is the essence of 
the Mutual Security Program. Section 2 of the act declares: 

Tho Contett declares it to be the purpose of this act to promote the foreign 

ie 


policy of t nited States by authorizin Beet economile, and technical 


avsisfance to friendly countries to strengthen the individual and collective defenses 
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of the free world, to develop their resources in tho interest of thelr security and 
Independence and the national interest of the United States and to facilitate the 
effective participation of thosa countries fu the United Nations system for collec- 
tive security, 

Howover, it must be emphasized that if the Mutual Security pro- 
gram—or any program of international aid and assistance—is to be 
effective in preventing the world-wide scourge of Communist im- 
perialism, it is clear that attontion must be paid to the ills upon which 
communism thrives. Military aid must not be used simply to bolster 
reactionary regimes in power—economic aid must reach the rankfand 
filo of workers and farmers. We would indeed be pouring American 
money down a bottomless pit unless we seo it to that our aid abroad 
docs improve the standard of living of these people. 

In Europe—particularly in Italy, France, and Western Germany— 
there is an urgent need for closing the gap between prices and wages. 
Without such reforms, the Communists are all too likely to reap the 
harvest. In other parts of the world, particularly the colonial and 
former colonial areas, Communist imperialism has found fertile fields 
for its nefarious activitics because poverty in fact does exist there to 
an appalling degree. Simply granting military aid to the governments 
in power in these areas will not be enough to stop the sweep of com- 
munism there; the working people must actually have a way of life 
they feel is worth defending against Communist aggression. And | 
believe, after mecting, as I said, some thousands of people in all walks 
of life and listening to their stories, very langely through interpreters, 
Tam convinced that there are cloments, even among these poor people, 
who have hopes and do have desires, and who recognize that something 
can be done if there. is cooperation, if there is some assurance in that 
directing in working things out ina progressively helpful and coopera- 
tive manner. 

It is to be deeply regretted that we live ina world where crisis and 
tension abound, where we must gird ourselves with armaments in 
order to stave off a third world war. Tho tremendous emphasis in 
the Mutual Security Program on weapons for war as against tho 
tools needed for positive construction should not obscure the other 
purposes of the program. It can be truly said that without Marshall 
aid, tho Red tide would have long since reached the English Channel 
and engulfed large areas of tho world. 

We believe that more emphasis than is being given should be placed 
on nonmilitary aspects of the Mutual Security Program. The non- 
military appropriation is ‘but a sma!i fraction of the cost of our own 
national rearmament program. We think that it should be enlarged, 
and we base our opinion on the belief that in many parts of the world, 
8 new irrigation pump is equal to a battalion of armed and equipped 
soldiers. ain, in the words of tho Foreign Policy Declaration passed 
by the Twelfth CIO Constitutional Convention assembled in Chicago, 
ih, in November 1950: 

¢ # ¢ The struggle between freedom and tyranny—between democracy 
qd communism, is a struggle for men’s minds, their hearts, and thelr loyalties. 
Ve cannot win this strugrle—we cannot make freedom secure and build peace In 
the world if we fight communisin with guns alone ¢ 4, 

And tve may have to do that. But it is true that gieat cthical 
principles have dynamic powers that exceed'and are beyond the power 
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strength for the common defense, we must not lose sight of the fact 
that, in the last analysis, peace, democratic free institutions, and 
human welfare can be assured only within the framework of an expand- 
ing world economy. 

Vor the purposes of long-range economic development, particularly 
in the underdeveloped areas, both public and private sources should 
be channeled into investinent abroad. A new Overseas Economic 
Administration is necded to integrate the work of the present agencies, 
including the Export-Import ‘Bank, which are functioning in_ this 
field and to coordinate this activity with the work of the World Bank 
and the United Nations. The old American tradition of help thy 
neighbor paid off because it established better community relations, 
and while it did not obviate the necessity for a local police force, it 
did at least prevent chaos. The same situation can prevail in the 
world at lange. 

As always, American foreign policy should be dedicated to positive 
and constructive goals, while we stand ready to defend our free insti- 
tutions and our way of life. 

1 think the use of economic power, backing great moral principles, 
will win out in the great struggle for men’s minds and for a stablo 
world in which men can live in freedom and peace, and ean build up 
their standard of living to something approaching decency. In Asia 
there is great potential of resources that can be developed and tapped, 
and men's lives can be enriched and made more hopeful and secure. 

Chairman Ricnanrs, Thank vou, Mr. Brophy. We appreciate 
your coming here and giving us the viewpoint of your great organiza- 
tion, made up of so many thousands of American working men and 
women, in regard to this program, 

Mr. Vorys. In the point 4 program in this committee, we wrote in 
a couple of provisions which would have made it part of our basic law 
to encourage inercase in wage and living standards in other countries. 
We had a dual purpose in mind. It woukt be of great benefit: to 
people in those countries, and it would elso benefit our own workers 
and the industries in which they worked by cutting down the com- 
petition from underpaid workers abroad. 

Mr. Broruy. Very good. 

Mr. Vorys. It was a good idea, but after a bitter fight it went out 
in conference. ° 

Mr. Beorny. It has always paid werth-while dividends to stand 
for sound principles. 

Chairman Ricnarps, Mr. Javits? 

Mr. Javits. Mr. Brophy, the CIO represents workers, very many 
in heavy industry. Do you believe that your members fear the com- 

tition, cither in this country or in the tree world, that might come 
if there is greater industrialization in the free world, or greater ability 
to supply consumer goods in underdeveloped areas 

Mr. Bropny. I think that more and more people «understand that 
we can organize our affairs in such a way that they do not impair 
the standards of those people who have won advanced positions. I 
think that there is a better appreciation of the interdependency of 
people and a willingness to take certain risks, and they do not need 
to bo really risks if we make a cooperative approach. I think the 
statement that I have read, as representative of the CIO, is a reflec- 
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tion, a very, very substantial reflection of a point of view of the 
membership. 

I do not think they are afraid of competition. I think they feet 
that we can maintain our legitimate position and our standards and 
still at the same time cooperate to build up the rest of the world on 
tho basis of social justice. ; 

Mr. Javits. Aga matter of fact, wo can have even higher standards 
and greater well-being in our country if the rest of the freo world is 
better off. 

Mr. Bropny. That is right. But $41 a year averago for some 
three-fourths of the population of the world, is no market for anybody 
or anything. 

Mr. Javits. Therefore the low standards of living throughout the 
world have a tendency to drag down everybody's standards, including 
our own? 

Mr. Bropny. Very true. 

Mr. Javits. That, of course, represents a modern philosophy on the 
pert of the great labor federations. What was their point of view in 

ygone years? 
fr. Bropny. That is true, that in a period when tho trade-union 
movement was weak and fighting for a tochold, its position might have 
seemed narrow, looking at it very generally. But now that labor is 
strong, now that labor has more than a tochold, it has a definite 
ition-in American socicty, it can affotd to look at matters very 
roadly and surely. This is not the time to maintain a rather limited 
point of view that might have prevailed in somo sectors of tho trade- 
union movement in years gone by. 

Mr. Javits. Has that same point of view in fact also motivated 
labor in its changed outlook on immigration which it took since 1945 
with respect to a rsons? 

Mr, Bropuy. We n more understanding about the displaced 
persons immigration. We can afford to take a more liberal attitude 
than has been the case in years gone by. I think the very fact that 
we have built up [abor unions to the extent that we havo will permit 
us to take a more liberal attitude on the subject of immigration. 

Mr. Javits. Would you like to add any other to the modern 
fundamental elements of the philosophy of the American labor 
movement? i — mon 

Mr. Bropny. I think it is true that the sense of social responsibility 
grows with numbers and with power. That is, labor is concerned 
with basic questions, basic industrial questions. It recognizes the 
importance of production in support of a good wage; it recognizes this 
increase in production makes possible program that will work for 
peace; and I think that very generally the labor movement’ has 

roadened its outlook. It is socially minded to a greater degree than 
in the earlier days when it was fighting for its very existence. It has 
shown a sense of responsibility and accepted citizenship in the fullest 
degree. So that labor has great promise in dealing with not only the 
domestic problems but also with international problems. I just 
came from an International Trade Unjon Congress in Milan, Italy. 
J left there a week ago Sunday. There wetp representatives from all 
the free trade-unions of the world. Some of these unions were from 
countries that had been at war with us. 
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There was a new fraternity developing based upon peace and 
justice, based upon the strengthening of democratic institutions and 
processes, an effort to build up production, to build up and strengthen 
the economies of the countries whose economies had been damaged by 
the war, and a sense of total social responsibility that should be heart- 
warming to those who believe in people doing tho right thing in the 
right way for a just cause. 

Mr. Javits. I think, Mr. Brophy, it is for that reason that so 
many of us feel that the trade union movement as now developing 
is one of the very foundations for fighting against communisin in our 
country and in other countries of the free world. 

In many countries where such a statesmantike trade movement is 
lacking, there is infinitely more opportunity than there is in countries 
where it is present, for the advance of communism internally. 

Mr. Bropny. We of the trade-unions oppose communism because 
we love freedom and democratic institutions. 

Mr. Javits. Thank you. : 

Mrs. Bouton. May I say something on that? I have tried to 
read everything that I could lay my hands on with respect to the 
Milan meeting, as well as talking with some people from abroad. I 
appreciate very much the work done by your union and by the 
AFI. in the work against communism in years gone by, in the Italian 
elections, and so on. It is most heartening to have you express 
yourself as you have today. 

I think all of us feel just what you have expressed, that there is 4 
growing sense of responsibility on the part of trades-unions, that it 
is an imperative thing if trades-unions, ianepernent: and the people 
are to sit down together and work out together the strength of the 
people and of tho world, and they must sit down together if we are 
to build a strong nation. 

Mr. Bropuy. If we have confitence in democratic principles and 

eat faith in it we can overcome totalitarian action, whether it comes 
in the guise of labor, as Communists present it, or in any other form— 
we can overcome it provided we are true to our own democratic 
ideals and principles. 

Mrs. Botton. We must find ways for decper understanding of 
each other. 

Chairman Ricuaros. Thank you very much, sir. JI want to say 
to the members of the committee that we have a very important meet- 
ing tonight. I do not beliove it will last over an hour. 

Ve will recess at this time until 7:30 this evening. 

Whereupon, at 4:55 p. m. the committeo adjourned, to reconvene 
at 7:30 p. m. the same day. 


NIGHT SESSION 


The committee met in the House Foreign Affairs Committee Room, 
the Capitol, at 7:30 p. m., the Honorable James P. Richards (chair- 
may) presiding 

airman Ricuarps. Tho committee will come to order, please. 

Ladics alid gentlemen, we will continue tbe testimony on the Mutual 
Security Program. Our witness tonight is Clarence Streit, of the 
Atlantic Union Committee. 


Lvhtmasaaat 
Learns 
meen: 


1052 THE MUTUAL SECURITY PROGRAM 


Mr. Streit, do you want to make a preliminary statement of your 
connection with the Atlantic Union Committee, or proceed with your 
testimony? 


STATEMENT OF CLARENCE K. STREIT, ONTARIO APARTMENTS, 
WASHINGTON, D. C. 


Mr. Streit. Well, Mr. Chairman, I would like to make 4 prelimin- 
ary statement. I understood I was testifying on the Mutual Security 
bill as a citizen who served many years as a correspondent of various 
American papers in Europe and the Near East and Africa. 

Could I condense this as I go along? I had to make it hastily. 

Chairman Ricuarps. I think maybe you could condense it and put 
the whole statement in the record. “And there may be some questions 
we may Want to ask you. 

Mr. Streit. Shall I proceed? 

Chairman Ricttarps. Yes. : 

Mr. Strett. I wish to testify on the Mutual Security bill as a citizen 
who served many years as the correspondent of various American 
papers in Europo, the Near East, and North Africa. ‘The last 10 
years of this period I covered the League of Nations and the disarma- 
ment. conferences for the New York Times. 

This experience led mo to write a book, Union Now, dealing with the 
basic problem the bill before you tackles. - 

T also speak as ono who recently returned from a crowded 3-month 
trip to nine European nations: Britain, France, Switzerland, Western 
Germany including Berlin, Belgium, the Netherlands, Denmark, 
Norway, and Sweden. = * 

How crowded that trip sometimes was may be seen from the fact. 
that on my last day in Paris I talked with General Eisenhower; 
President Auriol; Vico Premier Pleven; Jean Monnet; Edouard 
Bonnefous, chairman of the National Assembly's Foreign Affairs 

mmitteo; General Billotte, right-hand man of General de Gaulle. 
I mot with a group that is organizing a French Committco for Atlantic 
Union, and then I spoke oxtemporancously in French for about an 
hour at a night public ates ting. 

Among the others with whom I had previously talked Atlantic 
Union were the British Foreign Secretary, Herbert Morrison; the 
Conservative leader, Lord Salisbury; Arnold Toynbee; former French 
Premicrs Herriot, Bidault, Reynaud, Ramadicr, Mollet; Dutch 
Foreign Minister Derk Stikker, who is president of the Council of 
Europe; former Belgian Premier Spaak, who is president of the 
European Consultative Assembly; President Van Cauwelaert of the 
Belgian Chamber of Deputies; Foreign Ministers Lange of Norway 
and Petitpierre of Switzerland; ex-Premicr Sandler of Sweden; Walter 
Hallstein, Permanent Secretary of the West German Forcign Office; - 
Heinrich von Brentano, head of the German Catholic Party; the 
French and American High Commissioners, Francois-Poncet and 
John J. McCloy; the French and American Atlantic Council members, 
Herve Alphand and Charles Spofford; Ambassadors Bruce, Gifford, 
Murphy,' Chapin—but I will exhaust you helow I exhaust tho list. 

For I saw 34 top-lovel'statemen, plus 71 diplomats, including 9 
ambassadors and 40 United States diplomats, plus 53 labor, socialist 
and trade union leaders, plus 48 Conservative, Liberal, Catholic an 
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other party leaders, plus 34 European business executives, plus 26 
eniient scholars, plus 121 editors and newspapermen—387 persons 
in all. 

I also addressed 32 groups in 7 countries, in all about 2,000 persons. 
These figures will indicate the basis on which'I give my views. 

I strongly favor adoption of the Mutual Security bill with no cut in 
the aid it provides, but 1 would urge as carnestly as I can that it is not 
nearly enough to achieve the purpose. 

I would say of it what I said on earlier occasions when Congress was 
considering approval of the United Nations Charter, the British loan, 
Turko-Greek relief, the Marshall plan, the Atlantic Pact, and the 
Mutual Defense Act: it is a step in the right direction but it is not 
nearly enough to do the job the American people want done: to end tho 
menace of dictatorship without another war, and without living for- 
ever on the edge of war. 

Events have proved that each of these steps was at bottom merely a 
time-gainer. At cach step some of us urged that the time gained be 
used to explore the possibility of doing the job the American people 
want done by federating the Atlantic democracies in a union of the 
free modeled broadly on our own Constitution. 

Congress has not yet even begun to explore this way out, though an 
Atlantic Union resolution, House Concurrent Resolution 26, calling 
for a Federal convention of the sponsors of the Atlantic Pact to make 
this exploration, is now before Congress with, I am glad to say, the 
support of many members of your committee. 

Not only has each proposal put before you proved merely a time- 
vainer, but the time gained has been used so far only to prepare 
another time-gaining proposal. At first it cost us only money, though 
more and more billions, to buy time. Those were the years of tho 
British loan and the Marshall plan. 

But since then we have been buying time not merely at still greater 
cost in money but with American lives. Who will say that we shall not 
have to pay still more in future, if we do not mend our ways and uso 
this precious time to prepare something more than stopEer st 

And so I would urge that you couple or follow up the passage of 
this Mutual Security bill with prompt adoption of Atlantic Union 
resolution. I would like to give you a fow reasons why. 

More important, perhaps, than anything said to me by European 
statesmen or Americans serving in Europe was the better perspectivo 
I think I gained abroad of the great debate and of the problems Gencral 
Eisenhower faces over in Europo. 

General MacArthur is right, I think, in insisting that the adminis- 
{ration provide a reasonable plan for winning the world-wide struggle 
with communism, some hope of victory in tho foresecable future. 
General Marshall is right, I think, in insisting that the MacArthur 
plan does not provide that hope. 

But what does General Marshall offer as a plan for winning soon, 
and without war, our world-wido struggle with dictatorship? At 
best, what is this administration plan but the old policy of contain- 
ment, which with all the good it has done, has already led us from 
nonmilitary aid to Greece, through tho Berlin airlift to the Korean 
War, from crisis to ever more perillous crisis? 

Certainly among its fruits have been heavier taxes, inflation growin; 
like cancer, military service extending, world war coming nearer an 
nearer, 
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In holding that we cannot hope to remove the world Communist 
menace by a policy of meroly resisting aggression, Gencral MacArthur 
is right. Tho administration, it seems to me, concedes this major 
point when its spokesmen keep telling us—and how often we hear it—- 
that we must prepare for some 30 years of world tension. 

In other words, they offer us nothing better than overincreasing 
taxation, overgrowing debt and inflation, ever greater military sacri- 
fico, more and more and moro and more—30 years more—of living as 
we do now, on tho edgo of world war. . 

Three points are essential in any strategy that would win this 
struggle for freedom without another goneral war. 

First, such a strategy must bo b primarily on the freo Atlantic 
community, 

yond, it must unite that community in the strongest way. 

Third, it must, above all, unite and arm the free, not just materially, 
but morally, with a powerful idea. 

It must be based on the Atlantic if only because 97 percent of the 
people who havo practiced individual freedom for even 50 years live 
around the North Atlantic. About half of them live hero in tho 
United States and Canada, the other half in Western Europe. We 
cannot save freedom by sacrificing half of the frecst peoplo on earth. 

The American people recognized this when they decided to invest 
$16 billion in Western European recovery. They recognized it when 
they followed this up with the Atlantic Pact. Tho ECA has dono 
wonders under tho wise guidance of Paul Hoffman. 

Ono of the things that most impressed me in Euepe was the 
astonishing degreo of recovery already achieved. It could not. have 
been done without our aid.? Still less could it have been done without 
Europe and the Europeans, without land of such resources, without. 
people of such resourcefulness, education, skill, vitality, freedom. 

What impreseed me even more than our aid to Europe was tho 
strength of Western Europe itself, its intrinsic strength. The essen- 
tials of that strength aro the people, their freedom, their knowledge 
and skill, their land, their small towns, their great cities, their factorice, 
means of communication, their renowed universities and schools. 
Relatively little of their strength viewed as a whole was destroyed by 
the war and much of the destruction has been already repaired. 

The people—there are now more Europeans in Weatern Europe 
than before the war. They have lost none of their liberties; they 
have gained in freedom. I call it a gain when women now can vote 
in France, and that no one lives in terror now in Western Germany. 
In some important regpects they still know more than we, and are 
more skillful, just as we surpass them in other important ways. - 

Their land has hardly been scarred by the war. Fiving over it as 
I did, one can see pockmarks here and there made by bombs that fell 
in the fields, but you have to look carefully to see such scars; you 
cannot help but sea that almost every acro is under careful cultivation. 

Tho destruction wo associate wilh war. was mostly in tho citics, 
ports, factories, bridges. I saw some appalling examples, especially 
the German cities, as you no doubt have seen. ha 
- But-I also saw many great cities that game through with little 
yeaa a Paris, Lille, Brussels, Amsterdam, Copenhagen, Oslo. And 
even in Germany the small towns and villages seem to have escaped, 
generally speaking. , 
: ! 
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The factorics, railroads, bridges, mincs—they suffered the most. 
But here too, even in Germany, many escaped. In gencral, the 
damage was such that only a few billion dollars were needed for 
Europe to surpass in a few years its prewar production. 

The great network of paved highways in Europe remains intact. 
So, too, is ono of its greatest assets, its amazing, teeming network of 
inland canals and navigable rivers. As for such ancient places of 
learning as tho Universities of Oxford, Paris, Brussels, Amsterdam, 
London, I can testify from personal knowledge, having spoken in most 
of them, that. they were spared by the war. 

Wo havo heard too much about what the war destroyed in Europe, 
too little of the essentials that survived it, too little of the fact that 
its capital installation still far surpasses that of‘any other cqual area 
on earth save our own. We have heard too much about Europo 
ing bankrupt, too little about tho sterling qualities of our fellow 
freemen in Europe which allowed them to come so well through an 
ordeal such as we have never yet had to mect here at home. 

And so while the great debate centered American attention on 
Korea, I returned from Europe with a new respect for its unique 
importance to freedom. 

Vhere, I ask you, where on this planct could we have gained so 
soon with so few billions such remarkable results as the ECA has 
already produced in Western Europe? In other continents where wo 
would have had to build even the roads, build even the schools that 
teach ABC? Where else on earth could we have strengthened tho 
forces of freedom so much at s0 little cost? 

I come from the West. I was raised in the Rockies. As a transit- 
man I have made the first surveys ever mado of many square miles 
of public land in Montana and Alaska, working for the General Land 

ico. I know what it means to be in a land where everything is 
yet to be done, where there is not oven a trail, a wilderness where 
people are fow. 

1 love that kind of country as I do no other, butit bas taught mo to 
appreciate how much work has already been done in Western Europo 
by generations and gencrations of men, and what a wealth of quick 
asscts freedom already has there. 

We Americans needed more than a hundred years to givo our land 
the peoplo and the plant that have mado it so powerful. We drow 
tho great bulk of those people and most of the original capital from 
Western Europe. 

We ceased being a debtor to Europe becauso of the wars it suffered 
onitssoil. But now that we have he ped restore European production 
and made it all the more a prizo for Stalin, it would be folly to leave 
this prize weakly defended. 

I come back to tho point I mado No. 1: Any plan that honestly and 
intelligently aims to win for freedom without world war—and without 
making our generation wait tensely through 30 bleak years—any such 
plan must bo based on the Atlantic, and not elsewhere, becauso the 
other half of freedom’s world is Western Europe. 

Now for point No. 2: Any such plan must seck to unite freedom’s 
two halveg,in the aie op way. ae 

Does anyono really beliove we can otherwise win this world-wide 
struggle in a few years without world war? 
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Well, how is our Atlantic community now united? We have the 
Atlantic Pact, and the AUlantic Council, and General Eisenhower 
and his Atlantic Command. 

We have an Atlantic sct-up whose structure is as undemocratic 
as it is unworkable. In creating it we have done something unheard 
of in this country, or in any other democracy. We have established 
a military command without constituting any effective civil govern- 
ment to control ft. Fortunately, General Eisenhower is a thorough- 
going democrat—with a little “d.”) But that does not make our 
Atlantic set-up a democratic one, let alone workable. 

* The Atlantic Council is the nearest thing to a political authority 
to which General Eisenhower can now turn. The present treaty 
limits the Council to power merely to “recommend” action to each 
of the 12 governments now represented in it. Unanimity is needed 
even to recommend, and each has an equal vote, the United States 
and Luxemburg. 

,. An eminent man in position to know first-hand told me in Europe 
that dealing with the Atlantic Council is “like being in a boat in the 
Adantic Ocean without any oars and without any helm.” 

_ “Right. now,” I was informed authoritatively in Paris where 
General Eisenhower has his headquarters, “the Atlantic Council 
can’t settle such a small question as apportioning among its members 
the expense of General Eisenhower's staff. What are they going to 
ay vis they have to apportion the expense for cannon, soldiers, 
planes 

An effective political authority’ cannot be provided without a new 
Atlantic agreement. The problem is one of setting up adequato 
democratic executive, legislative, and dudlicia! authority, responsiblo 
to the people who are providing the soldiers. This is a constitutional, 
not a diplomatic problem. It is tho kind of task the Atlantic Union 
resolution would tackle. The longer the United States delays in 
thus tackling it, the more we undermine freedom’s great asset— 
General Eisenhower. 

It does not take ono ne in Europe to understand that he is the 
one man who is capable of weaving the tough but pang ied threads 
of democracy into a powerful Atlantic life linc. Yet today he is in 
danger of being damned if he does and damned if he does not. 

If he does make political decisions he risks suffering General Mac- 
Arthur's fate, but if he does not enter the domain of civil authority, 
essential decisions, as things now stand, will not be taken in Food 
time—and tho gencral risks being blamed for disasters that follow. 

There is good reason to believe that General Eisenhower was sent 
to Europe in the hopo that shrourh the magic of his personality he 
could get the good results from NATO that he did from the wartime 
alliance. In other words, it was understood his own rolo would be 
more political and diplomatic than purely military. It seems to havo 
been overlooked that this assignment was far harder than tho previous 
one. He has to achiove results now without war's pressure for unity 
and action, and without even a de facto civil authority, such as the 
Roosevelt-Churchill team, to back him up. 

_: General Eisenhower, ono can be certain, pie felt the fears roused 
in Europe by the MacArthur affair. Not can he fail to realize that 
his present position and relation to the White House aro quite differ- 
ent from that of General MacArthur in Korea. Becauso the troops 
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in Korea were mainly American, the White House could supply the 
civil authority which the United Nations Security Council could not 
effectively provide. But the troops under General Eisenhower as 
Atlantic Commander, instead of being predominantly American are 
to be predominantly European. 

There is good evidence that after the MacArthur affair Genoral 
Fisenhower leaned backward to confine himself to the purely military 
side of his office. And so indispensable work on the political and 
diplomatic side which it was hoped he could push forward despite the 
defective Atlantic set-up lagged even worse than before. 

We owe it to democracy, and to General Eisenhower, to back him 
up with an effective democratic Atlantic government. ‘This essential 
to success cannot be provided quickly. We do need to buy time (o 
provide it. But while we delay to tackle this constitutional task, we 
are wasting the time that the administration has been buying in 
Korea at such cruel human cost. The one goal that justifies such 
sacrifice—world victory for freedom without world war—requires this 

recious time to be used for much more than arming. The arms will 
be of little avail if the Atlantic community has no effective government. 

So long as the two halves of the democratic world do not trust cach 
other and their own principles enough to tackle the task of constituting 
that government, so long as statesmen are too “practical” to begin 
using this way the time they are buying with the blood of young men 
in Korea, we are not going to awe Stalin into keeping the peace, or 
develop the revolutionary moral power that can overthrow his dic- 
tatorship from withir. 

To win without world war—and without being bled white Uhrough 
30 bleak vears—we must (1 repeat point No. 2) unite the two halves 
the strongest way. That means we must unite them organically. 
What American will deny that the strongest way to unit sovercign 
democracies organically is through federal union? That is the way 
the people of our own 48 States are united. 

Let Congress take no more chances on doing too little too late. Let 
Congress follow up this Mutual Security bill by passing promptly the 
Atlantic Union resolution which calls for a federal convention this 
year to explore with other democracies how far we can go in con- 
stituting now that kind of union. 

Through that kind of union we can win without war. Let me give 
you some evidence from Europe on that. I asked several Germans— 
one of them fought at Stalingrad—if they thought Moscow would 
attack if we made that kind of union. They all answered substan- 
tially this: “Such an Atlantic Union would be so strong that there 
would be no further danger of war.” Those men could not afford to 
guess wrong. They would pay with their lives if the Red Army 
moved forward. They live in the American sector in Berlin, where 
the Red Army necds only suddenly cross an unguarded street to take 
their lives. You have no doubt crossed that street, as I have, and 
gone into the Sovict sector and back. 

Through Atlantic. Union we can win without 30 tense years of 
ruinous taxation. An eminent man in exceptional position to speak 
told me in Paris: “I believe if we got effective political union in the 
Atlantic, we could cut our defense costs in half.’ 


I reported that statement to another eminent man in Washington, 


He studied it, and then he concluded: “Yes, I suppose we could cut 
our costs by half if we formed a real United States of the Atlantic.” 


TANNINS RAE A le 
“ 


MM ma gm A i A 


1058 THE MUTUAL SECURITY PROGRAM 


We Americans alone are spending this year, I understand, $50 bil- 
lions on defense. The Government, I hear, plans to spend $70 billions 
on it next year. How much more will it be spending in the fifth, the 
tenth, the twentieth year of those thirty tense years? Think of 
saving $26 billions the first year, $35 billions the next, incalculable 
billions the following years. Think ‘of the roads, the schools we 
could then help Asia to build. Think of saving all the lives we would 
save by winning without world war. Think of the golden age we 
can enter by being ourselves the men and women who had the courage 
to unite both halves of the Atlantic in one great union of tho free. 

Is it not worthy of being explored? Dare we continue buying time 
with other men’s guts if we have not the guts ourselves to uso that 
time now even to explore Atlantic Union? 

I come to my third and final point: Any strategy that would win 
this struggle without war must above all, unite and arm the free not 
just materially, but morally, spiritually, with a powerful idea. 

When you examine the bill before you from this standpoint, its 
inadequacies becomo Powe dangers. ‘To rely, as we do with it, 
on money and material alone, can be worse than moncy and weapons 
wasted. . 

If anyone thinks that alliances fail only among autocracics and 
can be relied on when a democracy pledges its word, I suggest that 


-he reexamine the history of tho last 200 years, beginning with tho 


alliance our own 13 States formed among themselves under the Articles 
of Confederation and their alliance with France. I would refer him 
also to the seclion on ‘Morale,” pages 8 and 9, of the paneliet givin 
basic data supplied bythe executive branch on the present bill. 
There the executive gives some reasons why it is harder to hold to- 
gether under freedom than under autocracy. ; 

We must take no chances—but look at the chances we are taking if 
we fail to accompany this bill with an effort to bind the Europeans to 
us by the most powerful of political and moral bonds, federal! union. 
Whea I returned to Europe this year I had not seen it since 1938, 
before the war. A thing that struck me immediately was that the 
standard of living of the British and French people—to say nothing of 
the Germans—was distinctly below their prewar standard. All the 
reports tell us—and them—that they are now producing more than 
they did in 1938. The basic data of the Executive stress this point, 
find it “inspiring,” but skip suavely over the human fact that the 
Brocucers are still worse off than they were. The nearest the basic 
ae come to recognizing it is this gem of gobbledygook on pago 14: 

| quote: 

There has also been some persistence in segments of the free European peoples 
of attitudes retarding rearmament. These include: Reluctance to postpone 
indefinitely, through large sacrifices for a stronger defense, the fulfillment of hopes 
and expectations for a better standard of living after a long period of want 
and frustration * #* * 

I would like to quote what U. S. News and World Report says in its 
current issue, July 17, 1951, on that subject: —~ 

In plain danguage United States experts aay.that practically theentire French 
defense program has been financed out of the living standards of the lower-income 
groups. ee tae ee, Ot , 

The groups, I might add, that are going to furnish the soldiers. 
¢ 
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We Americans are obviously hoping now to gain a better standard 
of living than we have over had, despite the burden of Korea and 
Tearmament. But suppose we had had the war on our soil, had 
suffered as the Europeans have, and then after 12 years of this were 
told we wero producing more than in 1938—and needed only look at 
the supper plato, the wife’s dress, the shabby house, to see we had 
not yet regained even our previous standard of living. 

Suppose we wero working hard all day producing good clothes 
which we used to wear ourselves, but could no longer buy; they were 
reserved for export to rich Europeans so that our country could over- 
come the pound and franc shortage. And then suppose our hopes of 
regaining our old level of life wero “indefinitely postponed,” (o quote 
the Basic Data phrase, by those rich Europeans threatening to cut 
off their aid to us if we did not shift more men, materials and plants 
to rearmament to help them fight the Communists. 

Our generals and diplomats apparently do not think such human 
facts rapenent as regards a security program. Well, I do. 

I think Aneuran Bevan, who is already exploiting this situation in 
Britain, is no fool in politics, but I am not so sure about those among 
us who are doing nothing realistic to meet, this situation. 

Tho wonder to mo is not that the Communist voto has fallen so 
little in France, but that it has not risen. When I consider the living 
conditions of the people there, as I found on my return, I think their 
resistance to communism is proof their individualism is deeply rooted, 
and that freedom appeals to them strongly. But thoy and oven the 
British are human. It is idle to suppose that Atlantic rearmament can 
continue long on the present alliance basis without inflation striking 
their standard of living oven worse than ours. 

Well, then, what then of the arms they have, and the bases on which 
wo are staking our security—while leaving all this to depend on a mere 
alliance between governments? Theirs retain all the national sover- 
eignty ours insist on keeping, and they can change those governments 
with on election, or as in Czechoslovakia. 

Wherever the blame may lio, the net result of United States policy 
in China was to arm cominunism in China with American arms, 
would put on the record now tho belief that if we fail to shift the basis 
of our security in tho Attantic 1.om alliance to federal union, we shall 
see the day when many of the arms we send to Europe will also be 
used against us by communism, after perhaps an interlude of 
se ihe 

Armed power, money power, material power nut together these 
are not enough, and left atone they are a fearful danger to those who 
rely on them. We must arm the free with political, moral, spiritual 
power or we perish. 

Who is to arm us with a powerful idea? 

Lite Defense Department? ‘That is not its side of the security 
problem. 

The State Department? The White House? These have a respon- 
sibility in this field, and it seems evident to me that they are not dis- 
charging it. They seem to rely mainly on arms. If they were as 
active and productive in developing the political and moral side of our 
security as Secretary Marshall and Charles Wilson are on the arms 
and material side, how much brighter the outlook would be. 
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But Congress has its responsibility, too. Before there was a Stato 
Department or White House, there was Congress. From it came the 
great Declaration; of free panciples of government that brought 

fayette, Von Steuben and many others to Valley Forge—to fight 
with us for liberty when about all we had was moral power. And 
when the victory thus won for individual freedom was threatened by 
the chronic fatal malady of all alliances, by the sovereignty each of the 
13 States insisted. on retaining at the sacrific of the life and liberty 
of the citizens—when the free faced on a continental scale then tho 
problem we face on an oceanic scale today, it was again Congress that 
called the Federal Convention in 1787 to explore whether something 
better than alliance and league could not be found. The result was 
our present Constitution, the creation of the Federal Union system 
under which freedom has grown so strong. 

Here is the great idea we need. Freedom alone is not enough. 
Freedom without union is anarchy, just as union without freedom is 
tyranny. The great American idea is, in the words of Webster, 
“Liberty and Union, now and forever, one and insepareble.” 

It is not enough to_urge union on the Europeans. Every time wo 
urge on them what we refuse even to try to do with them, we lose in 
moral power. We may—though this is very doubtful in my judgment 
thus get the Europeans to federate, but we shall not thus solve our 
secur problem of binding them strongly to us, morally and 
politically, ; 

More than one European statesman prominent in efforts for Euro- 
pean Union at Strasbourg told me that “Atlantic Union is the only 
way to keep these efforts from proving vain; it would greatly help 
them to bear fruit.” ” x 

“We need Atlantic Union,” a famous European diplomat still in 
active service said to me, “not only for military and economic defense, 
but for moral recovery, to capture the imagination of the sorely 
tried people of Europe, to fire them with new hope as only a bold 
idea can, and above all to give Europe’s young people the faith in the 
future they are hungering for. Europeans are now very receptive to 
the idea of international! federation, but Strasbourg is discouraging 
many, and there is a great danger of the old evils of nationalism re- 
turning as Germany grows stronger.” 

A former French Premier said to me: ‘Wo must not forget the 

eople behind the iron curtain, where communism’s deadening yoke 
is settling down.” And I might interject there, I spent many vears 
as & newspaperman covering that area of Europe—Czechslovakia, 
Hungary, jenna, and the Balkans, and so I know whereof he speaks. 

He continues: “I have a ne that time is slipping through our 
hands. Atlantic Union now could unleash the revolutionary force 
needed if those people are to free therselves.”’ 

‘E wish you could have heard the tone in which a very influential 
Belgian statesman said to me: “Don’t let another year go by without 
adoption of the Atlantic Union resolution, or it may be too late.” 

I found, of course, many shades of opinion in Europe with regard 
to the Atlantic Union resolution, but the net reault was very favorable. 
Among the.doubte expressed, the moat widespread and significant 
was that Congress would ever adopt this resolution. at the 
United States should thus offer even to explore federal union with 
them—though the Atlantic Union resolution involves no greater 
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commitment than exploration—scems to many Europeans too good 
to be true—‘‘a fairy story,’ as one statesman witsfully said to me. 
That shows how its adoption-would clectrify Europe and arm us 
with a powerful, morate-making idea. 

For Atlantic Union to change from fairy tale in Europe to the next 
great achievement in Amcrican history depends now on Congress, and 
first of all on your committee. It is for Congress to arm us morally 
as well as materially, and nothing can prevent Congress but Congress 
itself from doing this. I trust your committee will decide promptly 
to follow up this hearing on this Mutual Security bill with a hearing 
on the Atlantic Union resolution which alone can make that security 
secure. 

Chairman Ricuarps. Thank you, Mr. Streit. You are a very 
persuasive witness. 

I remember some years ago when I think-you, more than anybody 
else, initiated this idea. Some people called it a dream. You were 
a voice crying in the wilderness then, more or less, but you have a lot 
of powerful people supporting you now, people like Justice Patterson, 
formerly Secretary of War; and a former Justice of the Supreme 
Court of the United States, Mr. Roberts; Will Clayton, formerly 
aot Secretary of State for Economic Affairs; and a lot of other 
people. ‘ 

It is a very entrancing idea. I do not know whether it would work 
or not. If you want to, you can start it off by having the resolution 
prepared and getting together and deciding the first step to put into 
elfect. 

A few years ago nobody would have ever dreamed that the North 
Atlantic Pact would have ever been put into effect. I want to tell 
you that I enloyedl your testimony here tonight. 

Mr. Vorys will proceed under the 5-minute rule. 

Mr. Vorys. Mr. Streit, your statement is a devastating criticism 
of what we are doing now, and I know we are all looking for a chance 
todosomething better. I was particularly struck with your statement 
on page 7, about saving of “$25 billion the first year,” through your 


an. 

The Atlantic Union countries have a gross national production of 
$102 billion as opposed to our $330 billion, we are proposing to spend 
$66 billion on armament, including what we are spending for over 
there. And of course their taxes will average fairly high, not as high 
as ours, but they proauce no such sum. 

Nelson Rockefeller pointed out, for instance, that our proposed 
ere ncituree for defense were more than the gross national production 
of Britain. 

I wondered if you would sketch out how we would save this $25 
billion the first year. 

Mr. Streit. That was the statement made to me, as I said, by a very 
eminent man. It was the last thing he said as we were at the door; 
I do not know what his reasons are. Iam sorry I cannot identify - 
ee But his position was such that I gavo it the weight that I did 
there. 

There are a number of ways in which it is obvious, it seems to me, 
that we could save considerably by establishing 8 common union, a 
common defense force. We would save increasingly in the way of 
standardization. You cannot standardize, of course, overnight. 
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None of. these things can be done overnight, but-we can get ourselves 
started at it at this critical timo when wo are starting to organize an 
amy in the Atlantic. Wo can either organize it as we are now, in a 
mold, that is of each nation, as the United States News reports we 
are actually doing in the very excellent article I cited and would recom- 
mend to overyone: “Twelve Bosses Mess Up Eisenhower's Job,” 
it is entitled. Each of these nations is now arming on its own basis. 
There is little we can do on standardization, while things crystallize 
on the national basis. 

By starting in on the other, the union basis, we can begin really 
to save by standardizing. The sooner we move over to a union defense 
force, the sooner we begin, moreover, saving by avoiding duplication 
of all sorts of weapons, and the sooner we save through our being cer- 
tain—and each country in tho union being Seetai- What we can count 
on the rest. 

I think that one of the most costly factors at the present time in 
armament, is tho fact that each nation retains the right to interpret 
the alliance as it sces fit. Each one knowing what Happens in those 
circumstances, having seen in history what has happened to alliances, 
they must Beep & pretty large margin for safety, for the sad event in 
which some ally interprets the treaty to suit itself, or that some ally 
decides for one or another reason not to carry it out at the showdown, 

For example, take the case, that some ally decides we cannot use 
Its bases. For that case we would have to have a big aircraft carrier 
and other ching of that kind in reserve, and it seems we have decided 
to build. that big aircraft carrier. That sort of expense could be 
cut down by units. It would be unnecessary. cre are many 
other ways than that, bit I would pur as most important that we 
would have an increasing certainty that we would be together. 

Now, there is the incidence of the military expenae which depends, 
of course, on the national income or nattona! product, whichever 
way you want to putit. This union would increase this enormously, 
it seems to mo—and that is the view of Will Clayton and others who 
are ‘moré of an authority on that than Iam. It would increase the 
national production of these union countries as a whole just as the 
establishment of our own Union has enormously increased production 
in our 48 States and mado it possible for us to have a far greater 
income then all the countries over in Europe put together. anereeene 
their production would increase production over on our side as well. 
The whole level would be raised and the amount we are spending on 
defense would be a smaller proportion of the total income of the Atlan- 
‘tic democracies than now, which would be another great saving. 

Mr. Vorys.. We have been through figures a great many times in 
executive session. Certainly I cannot reveal them, but I mentioned 
some that we could. There is nothing in the testimony that we have 
had in this field of economic and military aid, and some of us have 
been comparing it to what we have been spending, that would como 
anywhere near that figure of a possible $25 billion saving. There is 
no incréase that we have had brought before us for Europe that would 
come anyyyhere near creating a tax base that would cover that. So 
‘I wondered if you had some mntoraation thet we did not Have. 

’ Mr. Strerr. Well, I have no official information that you do not 
bave. I was quoting a statement of one who I can assure you I 
delieve Is’ in a position to know. Unttl the administration is ready 
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and until the Congress is ready to pursus a union plan, I would not 
expect that while they have to build up defense on this other system 
of alliance--I would not expect the proponents of that alliance system 
to come before you with tho figures of what might be saved by a 
union until they are ready to take that step. 

Chairman Ricnarps. The gentleman’s time has exp‘red. 

Mr. Gordon. 

Mr. Gorvon. Mr. Streit, I certainly listened attentively to your 
statement, and it was very interesting to me. I believe it is a great 
contribution to the bill we are working on. 

I have no questions at this time. 

Chairman Ricnarps. Mr. Javits. ot 

Mr. Javits. Mr. Streit, I too am deeply interested in your statement. 
I was interested in some of your ideas, such as tho idea of a federation 
on a world basis and tho idea of a veto in the United Nations. 

I would like to know from you whether you think if we did this now 
under the forced draft of defense anxiety, if it would not similarly 
produce a fedcration or a union on the part of the Communists and 
that they would react by uniting China and all the vast territories with 
the 800,000,000 people that they have their hands on right now? 

Mr. Streit. I do not see how they can unite any closer than they 
are already, for all practical purposes. 

Mr. Javits. Do you feel that we would, by making an all-white 
union, as it were, be excluding ourselves from an opportunity to go 
further and bring in colored people and underdeveloped people, and 
that we would be sort of debarring them out of a club if we went ahead 
under this forced draft with this proposition now? 

Mr. Streit. It does not seem to me, Mr. Javits, there would be any 
such danger now; not any more than we have under the present 
alliance. We are concerned here with the same group of countries 
that are in the Atlantic Pact. What I was proposing is we couple up 
the appropriations for mutual scuny in that area with an exploration 
of the possibility of changing the Atlantic political set-up, of backing 
up General Eisenhower ‘vith an effective federal democratic govern- 
Bien in that area. It is the same group of countries either way you 
shape it. 

It would not seem to me we would incur any greater danger. I 
wou)? think we would lessen the Present danger considerably because 
we would certainly make a considerable saving and get more defense 
at less cost, and then we would be in a better position to carry out a 
point 4 program with these undeveloped countries. 

I think it is highly essential that we should do that. 

Mr. Javits. I :muat say I rather go along with my colleague, Mr. 
* Vorys. I think it is.a little hard to see where we would get much more 
defense at less coat unless it is your theory that the Atlantic Pact 
countries do nat trust the Atlantic Pact declaration that we will 
defend them to fhe Jast breath, as we expect they will defend us. 
Do you think they will trust us more if we had a union and that then 
maybe they will have more will to fight and throw more resources of 
morale into a fight, that is one thing. Other than that I feel very 
strongly about the Atlanti¢ Union—TI rather think most of us do—as 
a step very much ‘in the right direction, but it does seem to me it is 
claiming 8 Jittle.too-:much for it to assume that it will have the enor- 
mous impact, except—and that is what I would like to hear you on 
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very much—except on the basis of what is in men’s hearts, which is 
per aps far more important than the guns, and money, and the pacts. 
hat is what I hoped you would give us a word on. 

Mr. Streit. I tried to stress that in my third point, that all the 
money we spent and all the arms we give to other couniries would be 
worse than useless if we had not tied them to us tightly politically and 
militarily. We cannot do it politically except on the moral side, too. 
As long as we retaih the alliance basis, we retain a basis whereby we 
as well as they can step out at any time. We need only read the 
history of all these alliances to see what happens. 

If any of you can cite to me any alliance in our lifetime, or before 
that, an alliance, that is, a peacetime alliance, that served the purpose 
of preventing a world war, or even winning it, I would like to hear of 
it. If you do not find in history many cases where allies interpreted 
their solemn agreements to suit themselves when it came to a show- 
down, I wou'd be very much surprised. 

Consequently, it would seem to me an extremely dangerous policy 
for us, or for any other democracy, to rely implicitly on an alliance 
between sovereign governments, —. 

Mr. Javits. I think my time is up, Mr. Chairman. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. CARNAHAN. Mr. Streit, I listened with a lot of interest to 
your very challenging statement. I feel that this committee should 
give consideration to the Atlantic Union resolution. 

Mr. Streit. Thank you. 

Mr. CARNAHAN. I just have this one question. Do you feel that 
the adoption of the AUlantic Union resolution by the Congress would 
carry no greater commitment than mere exploration? 

Mr. S.reit. I certainly do. I think that is the only commitment 
involved there, . 

I have been advocating this, as the chairman was good cnough to 
say, for a number of years, but I would certainly reserve my own 
right to oppose the results of this convention if 1 did not think it was 
the best result. My own thought is the. cdfivention result would 
probably be: too weak, It may well be too weak to suit my judgment 
as to what is necessary at the time it is made. 

1 would retain the right to reject such a result. Since I would 
want to retain that right, | would want everyone else to, and so I 
stress that this is an exploration to see what we can agreo on. The 
result, how far it would go, or how strong it would be, or how weak it. 
would be, is something none of us can foresee at the present time, nor 
the conditions obtaining in the world at the time when the convention 
meets, 

My own gucss is, wo are going to fate still worse surprises in the , 
future, than we have had, and that in those circumstances it will be 
highly prudent that we have somebody exploring this union. 

f I am wrong, and if the Atlantic Council can tum out to work 
better than I said it was working—or if the world situation improves— 
well, then this convention is then going to move very slowly, I would 
expect. It seems to me all that one can prudently and reasonably 
do at the present time is to decide to explére what we can work out 
on our Fedoral basis with these countries and not anything beyond 


that. 
.. Mr. Javits. Have I time for one more question, Mr. Chairman? 
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Chairman Ricuarps. Yes, you have. 

Mr. Javits. What would be the relationship of such a union to 
the United Nations? ‘ 

Mr. Streit. Once made, the relation of that federation to the 
United Nations would be, broadly speaking, cither that of our own 
federation, the United States of America, to the United Nations, or 
that of the Canadian federation to the United Nations. hat is, the 
Union would be a member there, 1 would assume. 

Mr. Javits. That is all, Mr. Chairman. 

hairman Ricwarps. Would it be just another regional arrange- 
ment under the authority of the United Nations? 

Mr. Streit. It would not be under the authority of the United 
Nations in any way, Mr. Chairman. 

Chairman Ricuarps. If it was what you wanted, it would be within 
the United Nations. 

Mr. Streit, Oh, very decidedly. I believe we should uphold the 
United Nations. I believe it ig the best way of obtaining universal 
coordination at the present time. We must have some universal 
organization. 

Chairman Ricwarps. Mr. Herter. : 

Mr. Herter. Mr. Streit, you made a very cloquent statement 
here and one very apropos of the resolution a good many of us have 


‘been supporting to carry out the exploration you want. But, as you. 


visualize that exploration you do not necessarily see a complete 
federation in all respects.as being the immediate outcome, do you? 
There may be intermediate steps where bit by bit a nation would 
be willing to give up a part of its sovereignty to a monetary union 
or some form of united command that actually has authority to func- 
tion, because certainly the one you are speaking of does not have tho 
authority to do so at the present time. 

Am I correct in my assumption? It does not necessarily mean you 
haye to go whole hog at once in an exploratory process? 

Mr. Streit. Exactly. I think it would be absolutely necessary 
that there be certain transition measures in the field of defense, 
economics, monctary, or whatever you will. These things we can 
make the decision to fedcrate in a convention. We can federate some 
of them afterward, but whatever we decide, it is going to take a con- 
siderable time to carry tho decisions out. That is also true the meas- 
ures you take in establishing an Atlantic Army or an Atlantic Pact are 
concerned. Implementing them, that takes time. 

I would quite agree wo cannot do these things overnight. All wo 
can do overnight or quickly is to make decisions: The only thing, it 
seems to me, that would have an immediate effect on the world situa- 
tion, is on the psychological side by the line of the policy that we de- 
velop in this of deciding how far we can go in exploring. The very 
phrase “how far we can go” in the Atlantic Union resolution indicates 
wo may well not be able to go all the way in the very beginning. | 

I would add, however, in my serious judgment, we had better aim 
at going all the way to a union on the defense, foreign policy, economic 
and monetary side. : 

If our real purpose is to prevent a world war and do it within the 
foreseeable future we had better make our mistakes on the side of 
being too strong, for once, in democratic history, rather than repeat 
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the errors of the British and the French, and our own erron.in the 
past, of doing too little too lato. . 

" IT would not expect, however, that view of mine to triumph in the 
convention, except if there were somo very serious disasters occurring. 

Chairman Ricuarps. The time of the gentleman expired. 

Mr. Herter. Thank you. 

Chaiimman Ricuarps. Mr. Ribicoff. 

Mr. Rigicorr, No questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Reece. 

Mr. Reece. It is not quite clear to me, Mr. Streit, whether you 
have in mind a military alliance or union, or ultimately, when carried 
to the conclusion which you visualize, that this would become an 
integrated government of which each of the present nations would 
be one component part? 

Mr. Srreir. I would aim—what I mean, Mr. Reece, by a federal 
union, is the system we have, broadly speaking, in the United States 
orin Switzerland, where you have government provided with a central 
government as the Government here, and the State governments; 

th elected by the people, but with their jurisdiction divided, an 
one operating in this field and the other operating in tho other fields. 

Mr. Reece. Heré we have our Federal Constitution and each 
State is, in its basic mold, subordinate to the Federal Constitution. 
While the Federal Constitution, as it was drafted, outlines certain 
areas of interest that belong solely to the State, still no State consti- 
tution can contravene the Federal Constitution. So that tho Federal 
sovereignty becomes the supreme sovereignty of the Jand. 

In this North Atlantic Union of which you speak, is it to be sov- 


ereign? : 

Mr. Srreir. In tho fields which would be transferred to it from each 
of the national governments it would be sovereign, just as they would 
remain sovereign in the fields left to them. 

It seems to me, Mr. Reece, that the important thing there is not so 
much the sovereignty of the state but the sovercignty of the citizen. 
When our forefathers made our Constitution they did not lose any 
of their sovereignty in doing this, but simply shifted the certain 
powers from the legislature in Richmond, or Virginia, and Pennsyl- 
vania, North Carolina, and New York, to our present Federal Govern- 
ment, but they continued to choose the Representatives, and continued 
to have the same voting power in electing gentlemen to Congress as 
they did to the legislature. 

Mr. Reece. I would like to observe as a result of the statement 
you made earlier here that our high standard of living and our great 

roductive capacity, our great system of enterprise of free labor and 
© management, I think is based on the principle of government 
which was established by our forofathers of preserving liberty and 
individual opportunity, as 4 result of which every man can become as 
prosperous as his ability, initiative, and determination might permit. 

Mr. Srreir. I agree with you completely. ‘ 

Mr. Reece. This is the only government so far where that principle 
is completely preserved, -whereby the government, is completely 
subservient to,the people and not the people to the government, and 
that is the one thing I would hate to risk. |. 

Mr. Srrerr, I would hate to risk it too, very much. I foar by 
following the old European system of alliances and that sort of inter- 
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slate agreement we are endangering it very much indeed. I might 
add, thero are certain other peoples, for example, Switzerland, where 
Ilived for 10 years as a newspaperman, and I would say the Govern- 
ment of Switzerland is very much subservient to the people. 

I am glad that you stressed that point in our own Constitution 
here, because I think the important thing in all our calculations is to 
keep that sovereignty of the citizens supreme. If an exploration sur- 
vey of this Atlantic Union should result in any proposition that would 
be sacrificing the basic principle of the sovercignty of the citizen, I 
would certainly be against any union on that basis. 

I do not anticipate any such result at all. I anticipate through this 
exploration the extension of this system that vou spoke of, across the 
Atlantic. 

Chairman Ricuarps. The time of the gentleman has expired. 

Mr. Reece. Thank you. ; 

Chairman Ricnarps. Mr. Battle. 

Mr. Battie. Mr. Streit, I appreciate your statement tonight. 
We have had interesting talks on this subject before. I think cer- 
tainly wo should not close our minds to the concepts that you have 
outlined here, but rather should explore them. I take some exception 
to some of your statements, but just on the basis that I think they 
are a little bit extreme. For instance, the statement about the 
Atlantic Council not being able to settle such a small question as 
apportionment among its members of the expense of General Eisen- 
hower’s staff. If I understand it correctly, the members from each 
country on General Eisenhower's staff are paid by their respective 
countries. In any case I think they can settle such questions as that 
without any difficulty; but whether or not they can do the big job they 
are supposed to do is a different question. 

As was indicated a while ago, it would take some time for even the 
Atlantic Union to get into full-scale opcration. That.is a little bit 
inconsistent with the suggestion that this Union could save 
$25,000,000,000 the first year. I cannot quite see how the Atlantic 
Union would cure all these economic evils of Europe, such as raising 
their standard of living, and so forth, so quickly, or so much better 
than is being done at the present time under the present conditions. 
However, even 80, I still think your basic concept is worthy of explora- 
tion by our committee. 

I would like to ask you, how this constitutional convention would 
work, and where it would meet; who would go to it, and how would the 
members be selected; who would take the leadership, and what would 
be on the agenda; and what would be the real objective of such a 
convention? 

Mr. Streit. That is quite a series of questions, Mr. Battle. 

Chairman Ricuarps. Those questions can extend his period for an 
hour and a half. 

Mr. Barrie. Anyway, I got my questions asked in the 5 minutes 
allotted to me. 

Mr. Streit. Before that, Mr. Chairman, there are a number of 
things I would like to clarify., On the statement I made about the 
apportionment of expenses it was a quotation from a person who I 
said was in a position to know. I took his word for it. It is borne 
out, incidentally—— 

Mr. Barrve. I had better question him instead of you, then. 
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_ Mr. Streit. But that is another thing. As for the standart of 
living in these countries and the savings on armaments, on defenge, 
and so forth, I did not think I meant, and I certainly would not mean, 
that that is for next year, or anything like that. It is in the first 
peer we really got the union under way. That, just as the estab- 
ishment of an army, or any action, takes time, but it is one thing 
whether we are facing a period of 20 or 30 years and poing, as we 
have been doing ih ‘the last 5 years, deeper, deeper, and deeper into 
expense, or whether we are going into one that is giving us more 
defensive power at a decreasing cost. That is the point I would 
think is before us, and not the exact figures here or there. 

Now, as to the convention. The details as to tle convention are 
not put into the resolution. It has been !eft cither for the committee 
here or the Executive to work out its details. [have my own personal 
ideas on how that should be done. If you wish me to go into them at 
this time, I would be very glad to. 

Mr. Barrie. I doubt if we have time in 5 minutes. 

Mr. Burzeson. I shall be glad to yicld my timo to Mr. Battle. 

Chairman Rtcnarps. If you wish, Mr. Streit, and I am sure the 
committee would give you unanimous consent to do that, you could 
put a statement in the record to add to your oral statement about that. 

hat might be worth while. 

Mr. Streit. I would bo very glad to, Mr. Chairman. 

Chairman Ricnarps. Without objection, that will be done. 

(Mr.: Streit subsequently decided to postpone submission of the 
statement referred to until committee consideration of the Atlantic 
Union Resolutions.). 

Chairmen Ricuarps. Mr. Burleson. 

_Mr. Burteson, I will yield my time to Mr. Battle if he wants more 
time. 

Mr. Battie. Thank you. I believe that statement will take care 
of it. We are going to have subcommittee hearings on this anyway. 

Mr. Burusson. I have no questions. ; 

Chairman Ricwarps. You liken this superunion to the United 
States, Mr. Streit, and the Federal Union and the States. I hope it 
will not develop like ours has, where a State, even the great State of 
Texas, with all those longhorn cows, is not even a knot on the log in 
this Federal Union we have now.. Theré are not many States’ rights 

‘left. Is your Atlantic Union going to eat up the rights of the United 
States like the Federal Union is eating up the rights of the States? 

Mr. Streir. Mr. Chairman, I think that this union is going to 
fortify States’ rights, because when you establish these Federal agree- 
ments across the Atlantic with the French, the British, the Dutch, 
and the Belgians, you have got some poubs there that are going to be 
very tenacious about holding on to their French and Dutch language 
and their local customs of one kind or another. They are going to 
be just as anxious as your State, if not more anxious, to prevent being 
dominated by ourselves or anybody else. . 

I think it is going to give new life, really, to the States’ rights doc- 
trine, and it will tend to restore the balance that we began with in 
our country---this principle of balance between the rights of the Fed- 
eral Government and the tights of the States. 

Chairman Ricwarps. I-wish you would talk to these Yankees some 
more. ©" 
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Mr. Streit. Give me a chance, Mr. Chairman, and I will do it. 

Mr. Burteson, I want to say Texas has difficulty in keeping the 
other 47 States in line. 

Mr. Battue. Since the answer is going to be extended, may I ask 
him another question along that line, Mr. Chairman? 

Chairman TNieHAnos. Yes. 

Mr. Battir. Do you envision an international judicial system and 

lice foree, and an international legislature; and, if you envision an 
international legislature, does that mean we are going to have mu- 
nicipal, county, State, national, and international taxes? 

Mr. Streit. I would think that this convention would certainl 
have to epi that, and in my view it certainly would come out with 
a proposal that whatever power is established in the Atlantic Federal 
Government, it would have the right to tax also. I do not expect 
that to be popular with many people, but I think it would be a great 
deal more popular than the future we face at the present time of 8 
greater and greater load of taxes. 

Personally, I would rather fill out one more income tax form, or 
pay taxes to sone other authority, if the total amount I was payin 
in taxes to all government was cut down, and if at the same tine 
felt more secure for the system of freedom that wehavehere. If I felt 
that our freedom was secure against invasion and against war and all 
that sort of thing, I think we would be glad to pay a little bit more in 
taxes, in order to have a little security in that field. ; 

What we are now getting in this regard—I can give you a very vivid 
example of it from a thing I saw today. I was up in New York State 
and spoke at Colgate University this morale I drove over from 
Syracuse. Along the road there was a great billboard, and it said 
“This road will be closed to traffic in case of atomic attack. It will 
be reserved for the military.” 

Well, a policy that we are pursuing in which we are spending billions 
and billions wore, taxing each citizen more and !vore each year, and 
the net result after winning the Second Workt War is that we have 
these posters up on our highways, is a very bankrupt policy, I would 
say. 

Mr. Reece. May I say something? I have one question, sir. I 
hope I am not being too ‘burdensome, but when was the Atlantic 
Union formed? ; 
Mr. Streit. In March of 1949, 1 believe, the forming of the Atlantic 
Union Committee was announced. 
Mr. Reece. Were you associated previously with a predecessor 
committee of the same general purpose, and if so, what was it called? 
Mr. Streit. I have been associated since 1940 with the organiza- 
tion called Federal Union, Inc. 
Mr. Reece. What is the purpose of that? Bs 2 yh 
Mr. Streit. Its purpose is to educate the public in the principles 
of the United States Constitution with a view to applying them be- 
tween democratic nations to secure peace. 
Mr. Reece. Did that look forward to having a Federal union of the 
world at some time? : 
Mr, Sri#tir. Eventually, at long last; yes. We would’ begin by 
applying these principles where we could, and as time went on, just 
as the 13 States grew into 48, the nucleus could grow into a universal 
government. 
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Mr. Reece. It occurred to me to ask why you diverted from the 
objective of the Federal union of the world to the concept of an 
Atlantic union? 

Mr. Srrert. I would not say [had. The object I took in my book 
Union Now was to preserve freedom, and to do that it would seem to 
me eventually we must have a free world government on the lines of 
the United States’ Federal system. I never believed, and I never 
maintained there, that we could do that rightaway. I said, thenas 
now, we must begin by federating the Atlantic democracies, so I do 
not. consider I have been diverted at all. ~ 

This is what I have been urging for many years. 

Mr. Reece. So this is to be one step taward the world union, then? 

Mr. Streit. I would hope that eventually it would lead to a world 
union. I do not know how far ahead. It would seem to me every 

atriotic American should look fowrard to the time in the distant 
uture in which we had all the world so organized as the United States is 
for we then would have a peaceful world. We would have, too, a 
world with a high standard of living all around. But, as I say, it 
takes a long time to accomplish. 

It would seem to me it would be a goal that we should look forward 
toreaching, and that we would view with great pride the day when the 
principles our forefathers established here, that you were speaking of 
earlier, should thus be established throughout the world, be adopted 
by every people on earth, and followed. What greater tribute could 
we have to our system of government? . 

Mr. Reece. Then in an Atlantic union, or world union, when it was 
finally perfected in line with your ultimate thinking, we would just 
be one member of the union, on a par with each of the other members? 

Mr. Streit. We would be as Tennessee is now in the United States, 
8 member of the Union; yes. . 

Mr. Reece. There are some other thoughts that occurred to me in 
connection with this whole problem, but we will not have time now to 
go into that. . ; 

Mr. Srrerr. I would like to add there that the resolution I was 
urging you to couple to or follow up in the security bill is one that is to 
explore how far we can go in that direction—that is, in the direction 
our forefathers took when they established our own Constitution. 
How far can we go in achieving a more perfect union? How far can 

- we go at the present time? How far we can go no man can say. 

r. Reece. But at that time the representatives from the Thirteen 
Colonies were together agreeing upon a course of action. To what 
extent have other nati.ns of the proposed North Atlantic Union been 
taking the initiative in formulating such a Plant Is a similar resolu- 
tion being considered by the parliaments of the other countries in the 
North Atlantic? — 

Mr. Srrzir. A similar resolution has already been adopted by the 
Senate in Canada, with only one dissenting vote. That was last year, 
I think a motion along similar lines was introduced in the House of 
Commons some tims ago. I am not quite certain of the time, but I 
believe that to be the truth. I think such moves are under gonsidera- 
tion in sorde other governments there, but have hot been taken. 

Mr. Herren. Will the gentleman yield? 
’ Mr. Reecr. I yield to Mr. Herter. 
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Mr. Herter. We can always teserve the right to divide ourselves 
into 48 separate States, just as tho State of Texas has reserved the 
right to divide itself into five States at any moment. 

Mr. Streit. Right. They have not used that right, though. 

Mr. Herter. They have not exercised that right, but they can 
still hold it over everybody’s head. 

Chairman Ricnarps. What right was that, Mr. Herter, that they 
are reserving? 

ir. Herter. I was talking about the State of Texas, 

Chairman Ricnarps. The gentleman from Texas sent me a note 
asking if they could reserve their tideland rights in Texas if we should 
be under a world government? 

Mr. Streit. I think when he gets out into that tide, he is getting 
over my head. 

Mf. Vorys. Mr. Chairman. 

Chairman Ricnarps. Yes, Mr. Vorys. 

Mr. Vorys. There has been a suggestion that our speaker have 
leave to file answers to questions. I would like to suggest this: 
Mr. Streit in his dozen or more years of thinking and speaking on 
this ought to know more about it than anybody in the world. Every 
so often when I get to hear him and his presentation, as this evening, 
it contains a devastating criticism of what is going on now, but 8 
rather amorphous statement of what might follow. I frankly think 
that that $25,000,000,000 savings the first year is a bunch of bunk. 

: If that is all you have got to back it up, that is not an argument 
or it. 

However, I thought it would be helpful if he would receive permis- 
sion to file a proposed outline or summary of the constitutional 
provisions that he would suggest as the goal of the exploration of 
Atlantic Union if we would explore it. I might say that we have 
around the table here illustrative programs under this $8,500,000,000 
bill. Our Government is reluctant to make a statement of what 
they are going to do in a per icuee country for fear it will be con- 
sidered as a commitment by our Government, but they provide us 
with what they call illustrative programs. 

I feel confident that you would not expect to prophesy what will 
Happen nor would you prophesy for sure what should happen, but it 
would be helpful in these hearings if those who searched through 
. them could find something a little more constructive and concrete as 
to where the exploration might end up an “illustrative program.” It 
would answer some of the criticisms that have been made here. 

It would certainly provide food for thought, and I would suggest if 
the committee is willing, that Mr. Streit be permitted to file such a 
statement. ; 

Mr. Streit. I om not quite clear as to just what points you wanted 
covered, Mr. Vorys. 

Chairman Ricuarps. Do you know Mr. Vorys pretty well? 

Mr. Streit. Yes, I do. 

Chairman Ricnarps. Well, he is one of these men who loves to tear 
things apart and see what makes them tick, you know. That is the 
reason why he wants you to put it in the record, and if you could it 
would help us a good deal. - 

Mr. Vorys. I would think that Mr. Streit, after a dozen years 
would have back in his office, or maybe up his sleeve here, the ideal 
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ple and say, “Well, if you want to know what I think it ought to be, 
ere you are.” ; ; 

Mr. Streit. You mean as regards Atlantic Union, Mr. Vorys? 

Mr. Vorys. Yes. 

- Chairman Ricwarps. I thought your main trouble was to find out 
where the $25,000,000,000 went. 

Mr. Streit. I would be glad to develop that point too, because 
that waa not my statement. 1 was quoting a man whose judgment 
I would have a great deal of faith in. I do not know how he got it. 
I think it does deserve weight. 

Mr. Vorys. I have seen some remarks which you made, and others 
made, on what the representation formula, tax formula, and reserva- 
tion of rights should be, and I think it would help if we could have such 
an outline of the whole thing and what it would be, on a couple of 


pages. 

ir, Barrys. Mr. Chairman, I understand we have a subcommittee 
that is going to delve into the question of the Atlantic Union. 

Chairman Ricwarps. That is right. We are going to hear Mr. 
Streit a little later. I think we should hear from the other witnesses 
now. 

Mr. Streit. I would be glad to do it either way. As I said, we were 
hoping you would bring this Atlantic Union resolution up for hearings 
after you finished the present hearing and we can go into these 
questions thon. ; 

Mr. Reece. Seriously for (ue moment, if I may mako one reference 
to something which { do not much like to see go in the record without 
some cognizance beitig taken of it. That is the statement that was 
made with reference to the United States buying time with other 
men’s guts. I do not think we ever bought it with anybody clso’s 
lives. Ido not care for an explanation, but that is a statement which 
I hardly think is proper to g° in a record of a hearing of a Congressional 
committee of the United States of America. = 

hairman Richarps. What do you think of that, Mr. Streit? 
Mr, Streit. | think we are buying time in Korea with the lives of 
other men. 

Mr, Battie. Our own men too. 

Mr. Strerr. I mean our own men, of course. 

1} Mr, Reece. You did not say our own. You said “other men’s 
veer. ane, : 
: Mr, Streit, I see. por point, I did not mean other nations’, or 
anything like that. I meant we here in Washington. % 

1. Mr, Reecg, I:resent that very deeply, personally and officially. 
There has never been a time when I bought timo, or anything else, 
with somebody elso’s guts. 

. Mr. Streit. Iwas not——.. 

Mr. Reece. And I do not think thereis a Member of Congress who 
has done 80... I believe that is a reflection on the Congress of the 
United ‘States. cs ins 
Mr. Srrerr.:1 was not certainly aiming to reflect on you personally, 
or any: member.indjvidually, 6: Aegon 
i Mr. Renee, Me ertainly does, to ssy a Member is buying time with 

-Othor men's gules. Li _ er 
Mr. Sragit. When I said (bat -I.wag referring to us hero in the 
United States. “It seems.while we are buying time tliere are people 
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who are losing their lives, and Americans are losing their lives, while 
we are trying to find a way to prevent a war. 

Mr. Reece. EU did not get that impression. It did not strike me as 
being very appropriate. 

Mr. Streit. When I said We", Mr. Reeco, Iam part of that “we” 
certainly as much as anybody here. Ido not think that is a reflection 
on anybody. 

Mr. Reece. But vour explanation mado it worse. 

Mr. Streit. Well, I did not intend it to. It does not seem to mo 
to be in that sense. The point is, what are we doing with the time 
we buy, however we buy it. 

Chairman Ricwaros. I suggest you look that over. 

Mr. Streit, we thank you very much for coming. I was about to 
adjourn the committee, but I find we have ono more witness. 

Mr. Streit. Thank you very much, sir. 

Chairman Ricuarps. Tho next. witness if Mr. 1. F. Hankins, Jr., 
representative of the National Student Young Men’s and Young 
Women’s Christian Association. 

Mr. Hankins, are you here tonight as an official of this organization, 
or just a representative? 


STATEMENT OF L. F. HANKINS, JR., NATIONAL STUDENT 
YMCA AND YWCA 


Mr. Hanxtns. [am a representative for this particular meoting. 

Chairman Ricuarps. For this particular meeting? 

Mr. Hankins. Yes. 

anes Ricuarps. You have a prepared statement you wish to 
make 

Mr. Hankins. Yes, sir. 

Chairman Ricuanps. Will you proceed, sir? 

Mr. Hankins. Gentlemen, I appear before you on behalf of the 
National Student YM and YWCA’s to express our interest in and 
cuphor of the point 4 program of technical assistance to underde- 
veloped areas and the appropriations to make this undertaking 
effective. 

I might state for clarity here I am not authorized oven to be illus- 
trative as to the military and the ECA sections of this particular bill. 

My authorization stems from our National Assembly hetd this year 
at Miami University in Oxford, Ohio, at which 1,100 delegates from 
43 States ard observers from 265 foreign countries camo together to 
discuss the problems and future progress of the “Y.” In addition to 
deciding our program emphasis for our own personal development as 
Christians, wo didcrissed our parti¢ipation both as individuals and an 
organization in higher education, the church, and our Nation and 
the world. In this latter connection wo passed a number of hotly 
debated resolutions about the policies we felt this Nation should follow. 
Tho delegates of the some 750 colleges and universities that make up 
our movement wero, however, very united in their endorsement of 
the point 4 p m as & positive stop toward peace and as a clear 
embodiment of Christian principles in national foreign policy. 

Despite our lack of accord on such issues as our policy toward 
China, where the Christian point of view is certainly as clusive as any 
other, it is not at all surprising that we could unite in support of the 
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progr for aid to underprivileged people no matter where they were 
in the world. Certainly_as long ago as the pronouncement, “Inas- 
much as ye have dono it unto one of the least of these My brethren, 
yo have done it unto Me,” the concern for those less fortunate than 
ourselves has been a fundamental part of Christianity. In this spirit 
Christians sent missionaries throughout the world to relieve sulfering 
as well as to preach the Gospel, 

Thero has been and will continuo to be much done along the lines of 
technical assistance by Christians working through private channels, 
but it is highly gratifying to watch the development of such a con- 
structive program by our Government too. We have come to realize 
that the needs of the modern war-torn world are so great that they 
can only be met by the government of freo nations working together. 

One of the great values of the point 4 program is that it gives us the 
opportunity to work together; to work with and not only for others. 
As tho necessity of accepting alms has often tended to destroy the self- 
respect of those receiving them, the need of one nation to accept con- 
stantly the bounty of another has in many ways jeopardized the prog- 
ress of international affairs. The proviston of a portion of our great 
store of technical knowledge and material possessions in such a way 
that wo and other peoples can work together to create a better world 
can hardly fail to be conducive to creating a peaceful world. 

Peace as much as charity is a fundamental concern of Christians. 
Considering the forces at work in the world today it is definitely not 
likely to become peaceful so long as two-thirds of its people go hungry 
most of the time. 

To establish lasting peace the economic as well as the political 
causes of unrest must be settled. While we recognize the need for 
military preparations in the present emergency, we feel this same 
emergency makes it even more imperative that we undertake a long- 
range program of assistance to build up the economic well-being of 
all peoples. 

oe deplore the current. tendency to link and coordinate our defense 
and assistance efforts to tho oxtent that we tend to help those who 
promise to help us in event of conflict. My generation will carry its 
part of the burden of protecting the free world, but we want to begin 
constructive programs apart from military defenses that will tend 
to build an even safer world in the future. Wo feel that it is only on 
a foundation of continuing progress toward more abundant living for 
all people overywhere that we can hope for some sort of lasting 
security. . 

The point 4 prosten as it has been set up has a good framework and 
in the isolated cases in which such assistance, both technical and 
financial, has been applied the ability to make great progress has been 
clearly demonstrated. However, when he announced it as the fourth 
point in his inaugural address, President Truinan proclaimed a “bold 
new progreny to climinate suffering and shorta throughout the 
world, As the pieeram has been established by Congress, it appears 
that instead of being bold and new, it may become the familiar “too 
little and too late” and possibly extended in the wrong manner as an 
additional note of woe, and I think now. it inay bo trite in this com- 
mittee. ’ 

The sum total of the world’s sufferings is, of courso, enormous and 
not to be expected to disappear in the face of even an all-out effort. 
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on our part in the immediate future. Because these problems are so 
enormous it is necessary that we undertake large-scale efforts if wo 
are hopeful of making progress in solving them. Soon after tho 
announcement of the point 4 program tho Brookings Institution in an 
undefined manner estimated that it would take an expenditure of 
$35,000,000,000 to make real progress toward developing tho back- 
ward nations. Ona rather small allotment the United Nations Food 
and Agriculture Organization undertook a survey of the world’s food 
needs as one of their first projects in the UN technical assistance 
program, and produced the more concrete figure of $4.4 billion as tho 
amount necessary to supply minimum food needs throughout the 
world through technical and financial development. 

The May 14 edition of the New York Times carricl an estimate 
made by three UN economists that an investment of $3,000,000,000 
in teclinical assistance would facilitate an additional private invest- 
ment of some $19,000,000,000, and that this would make a sizable 
imprresion on the world’s problems. 

Mr. Paul Hoffman, in his book, Peace Can Bo Won, estimated that 
some $2,000,000,000 would be necessary for point 4 and Marshall 
plan projects apparently without foresecing much new development. 

t seemed to me as I read it this was mostly for the projects now in 
being. We could not forsee any great expansion under the outline 
he gave in his book. From these we can at least begin to see tho 
scope of what. we undertake. 

Tast year our expenditure on the point 4 program was $34.5 million. 
Of this $12,007,500 went to mako up our part of the UN program, 
another $7.6 million went into current projects of the Institute of 
Inter-American Affairs, and a half million to the Department of 
Commerce for the development of private investment. Thus, after 
salaries we provided $14.5 million ¢o initiate our bold, new program 
ae UN spent about $20,000,000 in a similar fashion on the saine 

roblem. 

i Altogether there was appoximately around $250,000,000 or $300,- 
000,000 spent in what we call the undeveloped areas, if you include 
in it ECA projects which went to places like Burma or, through 
Britain, to placcs like Africa. 

There aro already some 278 spocific requests for aid before tho UN, 
so it is not necessary to look around for a place to begin. 

Soon after wo began cur point 4 operations, Assistant. Secretary of 
State Thorpo explained what wo hoped to accomplish in the UN, 
He mado it plain, as we in the Y hope will always be true, that in 
keeping with tho first of President Truman’s four points wo expected 
to extend such aid in complete accord with UN policies. His descrip- 
tion of our_ proposed program elicited two interesting comments— 
that of the Indian delegate, Sir Benegral Rau, that the aid would be 
pr ferably extended through international agencies; and_that of Dr. 

‘harles Malik of Lebanon—not to be confused with Russia's Mr. 
Malik—that the program should be on a long-range basis secking to 
fulfill specific goals if it was to be most successful. 

Both of these points of view seem to us to be sound; it is necessary 
that we work through tho United Nations and toward the realization 
of certain limited projects to achieve optimum effect. 

Most recent developments in our program have seemed to be to 
implement a policy of pressure rather than one previously prepared. 
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For example, in the report of the National Advisory Board on Inter- 
National Development under Mr. Nelson Rockefeller which was 
established slong with the point 4 program a year ago, it scemed to 
me that there was considerable stress on how much technical assistance 
would help our mobilization efforts. Ono chapter heading was “Let 
the left hand know," which I believe is taken from that section of the 
Sermon on the Mount in which Jesus said that when we gave alms we 
should “Ict not tio left hand know what the right hand docth” when 
we are giving alms. 

President Roosevelt, speaking on the eve of the Second World 
War, said that our Nation had 6 “rendezvous with destiny.”” Genttle- 
men, your generation, with a lot of help from mine, has kept that 
rendezvous. Now, if one would pay heed to countless commencement 
speeches and similar observations, what was a rendezvous has turned 
into 4 lifetime affair for my generation. 5 

We realize the vast problems we face, and the unlikelihood of the 
immediate establishment of lasting peace. We feel, though, that it is 
vitally important that we begin to work not just to contain com- 
munism, but to build up the constructive forces which ultimately are 
our only avenue to any kind of security. We realize the vast pressure 
on you gentlemen to cope with just the immediate needs but we feel 
that we are not expecting too much in asking that you make a sub- 
stential effort to build in partnership on an equal basis with other 
peaceful nations a sounder, safer world, and that this be apart from 
‘our current defense projects. 

Chairman Ricwarps. Thank you, Mr. Hankins. We appreciate 
your coming before.us tonight and letting us have the viewpoint of 
your organization. You are a very forceful reminder to us that there 
are other forces in this world far more powerful and greater than guns 
and bullets, if we would just use them. 

Aro there any quéstions? 

Mr. Herter. May I make just one comment? 

There was one rather pessimistic note in here on page 2, when you 
Bay, . 

As the program has been established by Congress, it appears that instead of 
being bold and new it may become the familiar “too little and too late” and possibly 
extended in the wrong manner as an additional note of woe. 

I think you might be interested to know in a recent part of our hear- 
ings Mr. Foster of the ECA, when questioned in respect to problems of 
developing programs in southeast Asia, was asked the question, “Is 
your problem one of money or one of personnel,” and without hesita- 
tion he ssid it was a question of personnel. 

We just do not have enough traincd human beings in this country 
to develop the programs as ea gee as I know many impatient men 
want. Many people think that, if you throw money in quickly some- 
where, a lot can bo done. 

Mr. Hangins. I evidently failed to make myself as clear as I might 
because I was not speaking in terms of haste. I know this type o 
pe m can be developed very frequently slowly better than it can 

y throwing out too much money too fast. 

We feel & substantial amount, something perhaps in the nature of 
$500,000,000, would begin this program in a way so that it would 
slowly build up to something that would begin to end some of these 
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shortages. However, here wo were speaking of an-additional not of 
woe of the tendency to make it become linked with our defense efforts, 
and as something that we as a single nation undertake by ourselves, 
rather than working through tho United Nations as much ss is pos- 
sible. 

Chairman Ricnarps. Are thero any other questions? 

Mr. Vorys. Mr, Hankins, you said, “Your generation, with a lot of 
help from mine, has kept that rendezvous.” 

What we did on point 4 the past year, based on our present budget 
and fiscal situation, was not dono at all by our generation. Your 
generation is going to have to pay for it when you get around to paying 
the national debt. 

Mr. Hankins. Wo aro aware of that, Mr. Vorys. 

Chairman Ricwarps. Anyway, you are putting us in another 
generation. Is that right? 

Mr. Hankins. Now, I would not stress it too much. We can meet 
on common southern ground. 

Chairman Ricuarps. Thank you very much. 

The committee stands adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 9:20 p. m., the committeo adjourned until 10 a. m. 
the following day, Wednesday, July 25, 1951.) ~ 

(The following was subinitted for the record:) 


AMERICAN CuRistiaN PaLestinE CoMMITTEE, 
' New York, N.Y., July 24, 1951. 
Hon. Jawes P, Ricnarps, 
hairman, Committee on Foreign Affaire, 
House of Representatives, Washington, D. C. 

Dear Conoresswan Ricwarps: You have been kind cnough to infoim us that, 
in liew of oral testimony, your committee would accept a written statement 
from us, as spokesmen for the 20,000 members of the American Christian Palestine 
Committee, regarding the Mutual Security Program now under considczation 
by your committee. We wish, therefore, to place on record here the views of 
our committee with regard to title 2—the provisions relating to economic assist- 
ance to the Near East and Africa. 

Tho emergence of the State of Israel in the Middle East has evoked our deep 
sympathy and support. For the return of the long-dispersed Jews to their ancient 
promised land {is a manifestation of the divine purpose working through human 

istory. Moreover, {n the terms of our own time and its problems, the rebirth 
of Israel has a profound significance: {t brings to a dormant region of the earth 
the best In the democratic tradition of the west. 

In an ares atill steuggling to free itself from the vestiges of feudalism and 
tyranny, the new Israel is being built on a basis that {s sound from the social, 
economie, and ethical points of view. It is mature enough in its political under- 
standing to be free from the irrational xenophobla that is one of the underlyin 
causes of unrest from [ran to Egypt. It is, we are convinced, a natural ally o 
the free nations to whose security n the threatened Middle East it can contribute 
in no smal) measure by means of its uniquely high standard of technological skill 
and its trained and hardened youth. 

American ald to Israci scems to us thoroughly consistent with the tenor of our 
entire foreign-assistance program in recent years. Israelis a young and promising 
den:ccracy: it needs and deserves our help and will richly recompense us. But 
our help {s needed with special urgency, because of the vast, humanitarian task 
Israel has taken upon Itself in absorbing hundreds of thousands of Jewish refugees 
from Europe and the Middle Kast. Even a well-established economy could not 
easily withstand the impact of this sudden expansion. Israel, for all its present 
difficulties, has in the past proved its ability to make swift economlo adjustments. 
We believe, therefore, that it is imperative that Israel be included in the Mutual 
Security Program and that the sum finally assigned to It be fully ec mmensurate 
with its great needs and great potentialities. Wo append herewith a ‘etter spon- 
sored by our committee and widely published in the press throughout the country, 
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in su of the McCormack-Martin and Dougtes-Taft bills to authorize a 
$150,000,000 grant-in-ald to Israel. 

It scems to us fitting and proper that the yerdetict of great nood be applied, as 
well, to the grants to be assigned to the Arab countries and the resettlement 
of the Palestine Arab refugees. The sensitive and troubled area of the Arab lands 
needs large-scale irrigation and reconstruction programs which alone can raise 
me cineecpelr of living of their depressed masses and ensure stability and peaceful 

.development, 

As the Ciapp Commission has pointed out, the solution of tho Palestine Arab 
refugee problem can best be worked out In conjunction with the execution of 
needed public-works projects in the Arab countries. We have been deeply moved 
by the plight of the refugees, which many of us have seen and studied at first hand 
and which seems to us particularly tragic because it need not have been, and 
was not desired nor caused by the new State of Isracl. The passago of time 
and the changes it has effected has made repatriation of the refugees so difficult 
that it is almost impossible and far from desirable. Wo believe with the United 
Nations Conciliation Commission for Palestine that, “having the best interests 
of the refugees themselves in mind,” we must concentrate on the resettlement of 
the refugees in the Arab countries. We cannot overemphasize how great 4 
contribution to Middle East peace and stability will be made by successful 
resettlement along these Hnes. 

We trust that out of your deliberations there will emerge an adequate program 
of American ald to the Middle East, as a whole, to the Arab refugees, and to the 
dynamic, new democracy of Israel, in particuiar. 

Respectfully, 
(Signed) Henry A. Atkinson, 
(Typed) Dr. Henry A. ATKiInson 
Honorary Chairman, 
{Slened) Danjfel A. Poling, 
(Typed) Rev. Dr. Danien A. Powna, 


airman, 
(Signed) Samuel Guy Inman, 
, (Typed) Dr. Samver Guy Inman 


: Vice Chairman, 
(Signed) Cart Hermann Voss, 
(Typed) Dr. Cart Hermann Voss, 
Chairman, Executive Council. 


THE MUTUAL SECURITY PROGRAM 


WEDNESDAY, JULY 25, 1051 


Hovst oF REPRESENTATIVES, 
ComMiTTEE ON ForeigN AFFAIRS, 
Washington, D. C. 

The committee met in the House Foreign Affairs Committee room, 
the capitol, at 10 a. m., the Honorable James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen: We will continue the hearings on the Mutual 
Security Program. 

We have with us this morning the Honrable Edward G. Miller, Jr., 
Assistant Secretary of State for Inter-American Affairs; Mr. Kenneth 
Iverson, Director of the Institute of Inter-American Affairs, Depart- 
ment of State, and Gen. Charles L. Bolte, Chairman, Inter-American 
Defense Board, and Army Deputy Chief of Staff for Plans. 

I want to say, as the members know, from time to time it will be 
necessary we will have to go downstairs to answer quorum calls and 
all of the members of the committee cannot be here at the same time. 
That is true today. We are going ahead with the proceedings. 

Mr. Secretary, I believe it has been suggested that Gencral Bolte 
testify first. 


STATEMENT OF HON. EDWARD G. MILLER, JR., ASSISTANT SEC- 
RETARY OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Mitter. What I would like to do, Mr. Chairman, is this: 
Both General Bolté and I have a prepared statement. In my state- 
ment 1 was to testify initially on both the military and economic 
aspects of the program. My request is that we tako up solely the 
military part first, and ‘then let General Bolté continue, 

Chairman Ricuarps. I did not know you were going to testify 
on that. 

Mr. Mitten. I have a brief political introductory statement 
covering both. . 

Chairman Ricrarps. Mr. Secretary, proceed in your own way, 
and state what phase you are going to take up first for tho committee's 
benefit; General Bolté can follow you. 

Mr. Minter. Under title 1V of the mutual security bill there {s 
being requested $62 million for the fiscal year 1952 for the Latin 
American area. Of that, $40 million is for military purposes and $22 
million is for technical cooperation. 

Chairman Ricnarps. Have you a complete breakdown of that? 

_ Mr. Miuzrer. Yes, sir. We will produce this morning a complete 
breakdown on both the military’ and the technical cooperation 
requests. 
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Chairman Ricuarps. Go ahead. 

Mr. Miuzen. I am not going to read this prepared statement, 
which is a general statement supporting our views. 

Chairman Ricuarps. We would like to include that in the record. 

Mr. Mitter. This can be included in tho record and can be 
released to the press at the conclusion of the hearing. 

Chairman Ricyarps. That will be done. 

(The statement referred to is as follows:) 


STATEMENT BY THE Honornas.e Enwarp G. Mixer, Jr. Assistant SECRETARY 
oF State FoR INTER-AMERICAN AFFAIRS 


Iam Edward G. Miller, Jr., Assistant Secretary of State for Inter-American 
Affairs. I am here to support the President’s request for $62,000,000 for the 
Mutual Security Program for Latin America in fiscal peat 1952, 

The Secretary of State has already spoken lo you briefly on our relatlons with 
Latin Amorica. The importance of those relations ts well Known but [ would like 
to comment briefly on them. The other American Republics share with us a com- 
mon desire to protect human freedoms and national independence. They are 
interested In working i ak to maintain the peace and security of the hemi- 
sphere and to defend the hemisphere from aggression, They want to realize 
greater economic and social progress. This unity of thought and action among 
the American sepublles is often distorted by the Communists for their own pur- 
poses. Judging the rest of the world by their own standards of conduct, they feel 
such cooperation can only be achfoved by ruthless force and domination. At the 
same time, realizing that Inter-American coopcration is a bulwark against the 
plans of their masters, they have set themselves to destroy it. 

Latin America is a major source of the raw materials upon which United States 
industry depends, The present emergency only emphasizes the importance of 
our sister republics {n that respect. As pointed out in documents already made 
available to this committee, Latin America provides the major share of some twen- 
ty items on our stockpile list. These include such items as wool, copper, lead, 
nitrate and sisal fiber. Tradé between the United States and Latin America in 
1950 was valued at more than $5 billion. Private United States investment in 

- Latin America in 1950 approximated $6 billion. I do not intend to overempha- 
size the importance of the economic relations between the United States and 
Latin America but I do think that they must be given thorough consideration in 
the discussion of the program before you. The importance of obtaining the 
essential matertals for defense as well as for our own civilian economy while at 
the same time assuring that Latin America reocives a fair share of the goods sho 
needs Is unquestioned. : 

Because of this close cooperation and identity of interests between tho United 
States and Latin America we were able to come to gencral agreement among tho 
American Republics at the recent Meeting of Consultation of Foreign Minfsters 
as to what should be done to meet the threat of international communism. First 
and fundamentally, the American republics agreed to work together to maintain 
friendly relations among all of us and to settlo any disputes peacefully. We re- 
affirmed the policy of nonintervention in one anothers internal or external affairs. 
1 say these are fundamentals because they provide the foundation upor which 
we build our inter-American cooperation. At the same time they frustrate the 
efforts of subversive elements to destroy the bonds of Inter-American friendshi 
and the support of the inter-American community for the free world In general. 

American Republic agreed at the We dogon meeting to strengthen its 
internal tecurity against the Infiltration tactics of international communism. I 
do not need to tell this committee that unless our partners to the South are eco- 
nomically and politically stable they cannot make an effective contribution to 
the common effort to maintain the peace and security of the hemisphere and to 
prevent aggression against the hemisphere. 

The American Republics have mutually agreed to do everything possible to In- 
crease production and processing of strategic materials required for the defense 
effort, for essential civilian needs and, in underdeveloped countries, for economlo 
development, We are cooperating actively with the other American Republica in 

pee bey and working out solutions to raw materials, transportation, and other 
problems which will arise in our efforts to promote the secu Y of the free world, 

I should like to turn from a general discussion of how the American Republics 


! 
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are cooperating to mect the present emergency, to @ discussion of the Mutual 

Security Program for Latin America. This proposed program, In the amount of 
000,000, includes $40,000,000 for military grant afd and $22,000,000 for 

bilateral and multilateral technical cooperation programs, 

Gencral Bolté will present to you the essential military basis upon which the 


request for military grant afd ls made, I betieve that, in the face of tho increasing - 


inenace of Communist-insptred aggression, these military considerations are of the 
utmost Importance, From the forcign-relations point of view and from the view- 

Int of our (raditional policy of inter-American cooperation, the Department of 
State fully supports the President's request for this mititary grant-ald program. 

It fs not necessary, I am sure, for me to dwell upon the decp roots from which 
cooperation in this hemisphere has grown, I do not minimize in any sense the 
spirit of inter-American cooperation when I say that a variety of circumstances 
has kept our cooperation in collective actions of a strictly military nature from 
achiev ‘se fullfruttion. Where {t was possible fn World War 1J—as {n the instances 
of the Brazilian and Mextcan overseas contributions, and the actions of other 
countries in local defense mcasures—the military resources of American Republics 
were employed in the common defense. It niust be recognized, however, that 
there have been and continue to be timitations upon the ability of many of these 
countries to jola fn cffective collective military actlon, Assistance from the 
United States will help to overcome obstacles which have existed, and will increase 
the total capacity of the free world to resist aggression. 

All the American republics are members of tho United Nations. Their soli- 
darity with the nations of the free world on issues Important to the maintenance 
of freedom against aggression has been frequently expressed. The Inter-American 
Treaty of Reciprocal Assistance provides the treaty framework for action on a 
regional basis for collective self-defense against armed attack and for taking the 
measures necessary to meet other forms of aggression or the threat of aggression 
against the Amerizan continents. In the recently concluded Washington mecting, 
the Foreign Ministers took steps to place the orientation of their military prepara- 
tions directly within the collective-defense principles of the Rio treaty, and thus 
away from traditional and more limited concepts. They recommended that these 
preparations be directed toward increasing those resources_and strengthenin 
those arined forces best adapted to the collective defense. They recommend 
full cooperation in military’ matters in order to develop collective defense. 
Although this inter-Ainerican military policy fs clearly implied in the terms of the 
Rio treaty, as well as in the action which led to the adoption of the instrument, I 
believe this fs the first time that it has been so clearly and explicitly stated by 
the Foreign Ministers or their governments, It establishes a firm policy basis 
for inter-Amorican military cooperation into which this program would fit. 

The Foreign Ministers also directcd the Inter-American Defense Board to do 
the planning necessary to ensure that the collective military strength is employed 
in the manner best calculated to achieve collective defense. This planning is 
being actively carried out by that body. 

The tnilitary-afd propozal will strengthen the capacity of countrics which agree 
to perform specific tasks fn conform homith general defensa plans developed 
through the Inter-American Defense rd. The agreement of the country 
concerned fs indiapensable, but I am confident that the present condition of inter- 
American solidarity {s such that agreement will bo reached. . 

One of the most conspicious friumphs of hemisphere cooperation has been and 
continuc? to be the extent to which the threat or use of force in the International 
telations of the American states has been climinated. I believe that we have 
reached the point where no American state has reason to apprehend the danger of 
aggression from any other American state. In thelr recent meeting, the Foreign 

nistera declared that the faithful observance of commitments on nontnter- 
vention and peaccful settlement by the American Republics “make it possible for 
each of the republics to concentrate the development of its capabilities upon the 
tasks best adapted to the role each is best qualified to assume jn the collective 
defense against aggression.” By providing the assistance proposed we will 
strengthen our ability and the common inter-American determination to maintain 
the peace and security of the hemisphere. . 

The military program which I have already mentioned, and the proposed 
technical-ogoperation program in the amount of $22,000,000 which Is now 
discuss, aro opposite sides of the same coin. The program of defense on which 
our own country {s so successfully building fs not primarily on warships 

lanes, and guns.. It {fs bullt on tho Individual who {s convinced that aur way of 
ife ts worth fighting to preserve. It is built upon spiritual and moral values 


Pa. 


Dae Fap 


1082 THE MUTUAL SECURITY PROGRAM 


which we believe in as a people. I¢ Is bullt upon a well-educated, healthy, and 
prosperous socials: Because of these things, the United States is the acknowl- 
edged leader of the free world. If our ne gbors in Latin America are to have 
security from both Internal unrest and external aggression ways must be found to 
provide adequate food, increase the supply of trained workers, and reduce illiteracy 
and the incidence of diseaso. In addition, if they are going to produce the man 
materials which are needed by the free world, the economle productivity of their 
population must be increased. Even without the strain of the present emergency, 
many of them were faced with the problems of Inadequate food supply, povettys 
alckness and illiteracy—conditions which are exploited by extreme nationalists, 
Communists, and other who desire to fan anti-United States sentiment. The 
present emergency only aggravates that situation. The Congress Is concerned 
about the effect of the to efense program on the economy of the United States. 
The effect is going to be much more pronounced [n countries which are not nearly 
as highly developed as the United States and which do not have the production 
machine to meet new and heasy demands. I believe at the savne tine our sister 
republics are mes ine an effort to contribute effectively to the defense of the 
hemisphere we should make a renter effort to help them realize their aspirations 
for greater economio and soci 
free and democratic mre 
. Itshould be reronalsed hat there has been a certain amount of etiseppototnien 
ex both {n Latin America and on the part of citizens of this country 
interested In Latin America that such a small proportion of the funds provided 
for in the pending bill are allocated to Latin America. This criticism docs not 
take [nto account the fact that we expect a substantial part of the job of devctop- 
ment in Latin America to be done by private capital. Furthermore, to the extent 
that foreign financing of a public nature is equi for particular development 
projects {n Latin America, recourse may be had cither to the International Bank 
or to the Export-Import Bank. Our Government's contribution to the Inter- 
national Bank amounted to $3 billion. The Export-Import Bank has uncom: 
mitted funds on hand in excess of $500 million and the President has requested 
the Congress to Increase such funds by $1 billion. The total amount that these 
two banks will have for foreign-development projects should be ample to provide 
for expected needs. It should be noted in this connection that the Latin-American 
countries are today Ina tly improved financial positions as 4 result of higher 
ricea for commodities. Under present and foreseeable circumstances we believe 
Phat he interests of all concerned will be best provided for by maintaining out 
contributions to development projects requiring large capital investment on & 


loan basis. . , 

i On the other hand, we are requesting Increased funds for the technical-coopera- 
tion program. Neither private capital or the public-lending Institutions are 
equipped fully to supply the great need to Improve agriculture, health, and edu- 
cation. I¢ is these services which touch the Individua] upon whom the strength 
of each nation depends. It is for this purpose that wo are requesting $22,000, 
for both bilateral and multilateral programs of technical cooperation fn Latin 
America tn fiscal year 1952. This amount, i erp with the facilities for publio 
lending which will be available through the International and Export-Import 
Banks, will enable ‘us to carry forward a vigorous and comprehensive program of 
economic development In Latin America consistent with our own natfonal self- 
interest and the deep cricndanip which the people of this country have for the 
people of the nations to the south. 

r. Bennett will present a more detalled justification for the technical-coopera- 
tion program. I should only like to point out that most of the funds requested 
are for personal services and the training of Latin-Americans In the United States. 
Jess than one-third of the bilateral program is intended to be used for supplies, 
materials, or operating funds. I¢ should also be noted that our sister republics 
have beén more than ‘ pulling thelr own wefght.” In fiscal year 1950, for example, 
they matched each dollar of our funds with about $3 of thelr own. We expect 4 
aimilar or even greater ratio of contributions from them in the next fiscal year. 
In addition to pro ng a program fn which we believe the other American Re- 
publics can cooperate financially, we havo included {n the program over $1% 
million intended to contribute directly to increasing the supply of critical mate- 
riala, part of the culture program is also Intended to Increase the predic: 
tion of commodities which wé need for our own ecohomy as well’ As‘ to’ help meet 
the food requirements of Latin America. The entire program ts intended fo con- 
tribute directly to or support our mutual security effort. 

I want ¢6 finish with a word about the multilateral contributions of $#,000,000 
ineluded In the program for Latin America. The programs of the United Nations 
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and tho Organization of American States can mako an effective contribution In 
Latin America in concert with the bilateral program. They aro effective demon- 
strations of what can be achieved by free nations working together. Other wit- 
nesses will discuss the United Nations program with you. In reapect of the pro- 
gram of the Organization of Amcrican States, it is &. ‘ng a very definite nced and 
supplements the United Nations and bilateral programs. It is directed primarily 
toward strengthening the existing training institutions in Latin America. The 
rogram, to which it Is proposed we contribute $1,000,000 in fiscal year 1952 has 
ust begun. It is attacking such regional problems as the training of perscnnel 
and the development of plans for the contro! of hoof-and-mouth disease and the 
training of agriculture extension personnel. 

For the small investment of soine $62,000,000 in military aid and in tectinical 
cooperation we expect to centinuc to help build the ceanomic, political, and 
military strength of Latin America. The total Mutual Security Program for 
Latin America [3 necessary if we are to press forward in this self-help effort to 
build a sound and secure hemisphere. It is a small but vital part of the Mutual 
Security Program for the free world. ‘ 

Mr. Minter. Mr. Chairman, the $62 million which is being re- 
quested for Latin America represents about three-fourths of 1 percent 
of the total amount requested under this bill. — 

The $40 million requested for military purposes is, in effect, a now 
program. The executive branch of the Government and the Armed 

‘orces have had no authority to transfer equipment to Latin America 
except the authority which lapsed under tho Lend-Lease Act, and 
again the authority which lapsed upon the termination of the war- 
surplus-tisposal legislation. } - 

Since then we have been euthorized under the military MDAP 
legislation to transfer military equipment to Latin American countries 
at cost; with the exception in the caso of used equipment it can bo 
transferred to Latin America on the basis of its fair value. ; 

We are now requesting authority to transfer on a grant basis u 
to $40 million worth of equipment for specific purposes, which will 
be gone into in greater detail by General Bolté. . 

the committee knows, all of the Latin American countries and 
ourselves are signatories to the Rio Treaty of Mutual Assistance, 
which has similar provisions concerning collective security in this 
area to those which were later entered into by the signatory nations 
of NATO. ; - } 

Under _the different intcr-American resolutic ns there has been set 
up the Inter-American Defense Board, of which General Bolté is 
Chairman. ‘That Board has drawn up a common defense scheme to 
give effect to the original provisions of the Rio Defenso Pact. _ 

It is for tho purpose of enabling the implementation of certain as- 
pects of that common defense scheme that we are requesting tho $40 
million authority. — ; 

I want ° » make it clear that no transfers will be mado under the 
military p* svisions of title IV, except pursvant to the negotiation of 
specific bilateral agreements, undcr which the recipient countries will 
agree (o carry out certain specified iasks related to the common defense 
scheme. 

No transfers will be mado under this authority if it is granted by tho 
Congress, unless the recipient country has signed such a bilateral 


agreement. . ; 

I think with that introductory statement, I will ask General Bolté 
to go moro specifically into the purposes of this request, and the kind 
of tasks wo are talking about. We will have some charts showing the 
breakdown of the $40 million. 
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Chairman Ricwarps. Aro there any questions? 
_ Mr. Javits. I wanted to mako a onc-lino statement. I will be leav- 
ing in a few minutes. I did not want the general to feel it was any- 
thing connected with his statement that wo had to go downstairs. 
Chairman Ricuarps. General Bolté. 


STATEMENT OF GEN. CHARLES L, BOLTE, CHAIRMAN, INTER- 
AMERICAN DEFENSE BOARD 


General Botté. I appreciate the opportunity of bssHilving now. 
phere Chiofs of Staff aro testifying this morning, and I would hope 
will got-—— 
Chairman Ricwanps. One branch of the Joint Chiefs of Staff is 
mecting downstairs, too. Wo will do the best we can. 
General Borré. I also have a prepared statement, Mr. Chairman. 
Discussion off tho record.) 
encral Bouté. With the committee's permission, I will not read 
the statement, but will speak from notes and charts. 
Chairman Ricuarpbs. Tho statement will bo included in the record, 
(The statement referred to is as follows:) 


Statement 1N Support or Titty LV, Latin Awerica Mutvuar Security Biit, 
pone py Lt, Gen. Cranes L. Bouith, Anwy Deruty Cuttr or Srarr ror 
LANB 


1, The Department of Defense strongly supports tho Presidcnt’s request for 
ant military assistance of $10,000, to Latin America. It believes that 
tin American et forces may be put Ina bettor position to undertake in this 
hemisphere defense missions which are important to the sccurity of all tho 
American Republics and which otherwise would have to bo performed by United 
States forces. In most cases the requirements for United States forces for these 
missions can bo reduced in direot proportion to the assumption of these missions 
by the other American Republics. 

2. However, the armed forces of theso American natlons cither lack much of 
the military equipment required for properly executing these tasks‘or tho equip- 
ment they now havo requires rehabilitation. We aro therefore asking the Congress 
for authority to furnish matériel and services to those Latin Grvernments which 
agree to provide forces for the exccutlon of the specific mititary tasks of importance 
in tho defense of this hemisphero. The funds we aro requesting will be used only 
i this Burges and not for any program of strengthening Latin-American forces 

n general. 


tion dates generally from the beginning of World War 

fs hemisphere no longer protects our American 

nations from threats of military segrossion coming from outside the hemisphere. 
8 


Pacific. These contrbutions of forces, particularly those outside the heinisphere, 
Ashaly made possible by the provision of considerable quantities of United States 


cane Arar: established in 1942, has worked continuously for the attainment of 
f Soorcranon. The United States, under various acts of Congress, 
has furnished military equipment on a relmbureable basis to these countries. 
d our threo services, Army, Navy. and Air Force, of the tevin of Latin 

int missions to assist in standard- 


aro proving beneficial, a, 3% 
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5, In their recent fourth meeting of consulfation here in Washington, tho 
Ministers of Foreign Affairs of the American Republics recommended to their 
governments that those of their armed forces best adapted for collective defetisa 
should be maintained so as to be immediately available for the defense of the 
hemisphere. Now, with the unsettled world conditions and with Latin American 
desires to contribute to hemisphero defense, some of these nations find it diflicult 
from the financiat standpoint to procure adequate spare parts for thd proper 
tnajntenance of the United States equipment in their possession} others which 
can pay on the reimbursable basis aro not included in this grant ald. The grant- 
aid funds which we are now requesting from the Congress would be used for these 
former nations to rehabilitate portions of their equipment. 

Chairman Ricnarps. General Bolté will proceed in his own way as 
to the military phase. ; 

(Discussion off the record.) 

Goncral Bo.té. During the last war we had something over 100,000 
personnel disposed down in Central and South America for the pro- 
tection of tho sources of raw material and tho protection of tho mari- 
timo routes which insured continuity of that material coming from 
those countries (o our cast const ports. 

That was a considerable burden on our manpower situation. Theo 
basic purpose of the military aspects of the request for this amount 
of aid to those countries is intended to diminish or lighten or remove 
that burden in the event we get into another conflict, which wo all 
hopo we will not get into. But all of tho plans and actions wo aro 
taking aro designed to minimize the burden in the event of another war. 

This first chart shows where one-hundred-and-thirteen-and-odd- 
thousand personnel of the Army, Air Force, and Navy, including tho 
Marine Corps, were disposed throughout Central America and South 
America during World War H. We are hoping that as a result of 
our planning and collaboration with the countries of Central and 
South America, they can perform these tasks that had to be performed 
by our armed services in the last war. 

(Discussion off tho record.) 

General Bouté. The Inter-American Defense Board, of which I 
am tho Chairman, has made very considerable progress in developing 
what is called a common schemo of defense for the Western Hemis- 
phere. Based on that, it is now considering a more detailed plan 
which sets forth tho strategic and critical arcas and the tasks which 
we oxpect to be performed in those areas. 

Discussion off tho record.) 

encral Bouté. The Joint Chiefs of Staff, for whom I can also 
speak, definitely are not advocating across the board distribution of 
a certain amount of moncy to certain countrics. They first want to 
evaluate the ability of a Latin American nation to handlo a specific 
task in the defense scheme of this hemisphere. Then they would 
approach that nation to determine its willingness in tho matter, If 
the answer were “we can do it, but we need this or that in the way of 
equipment,” and if procurement were on 4 reimbursable aid basis, the 
Joint Chiefs would favor it. However. in many cases the reimbursable 
basis could not be applied becaise of economic difficulties in the 
country concerned. In these cases we propose allocating the grant 
aid requested to enablo the nation to perform that defense task. No 
money would bo transferred until that nation had completed a4 
bilateral agreoment with the United States. 

To illustrate, I might uso a case which occurred this last spring, in 
which Bolivia was interested in procuring from us somo enginecring 


1086 THI) MUTUAL SECURITY PROGRAM 
equipment with which she could work on the roads during peacetime 
and also be equipped for wartime employment. 

The material was on hand and not required by us. It was possible 
‘to deliver it to Bolivia on a reimbursable basis. The equipment has 
improved some of the road systems in Bolivia, in turn expediting the 
nicvement of tin to this country. : 

(Discussion off the record.) 

_ General Bour&. The Panama Canal is another example for which 
we would welcome an opportunity to- have a contribution of forces. 

Our defenses there are below what we would like to have, and they 
have had to be cut down to provide more troops for other areas of 
higher priority. It is conceivable that if one or more countries could 
contribute antiaircraft battalions for the protection of that area, the 
Joint Chiefs of Staff would be glad to help out with ‘equipment, for 
fire controi, for example. ; ' . 

“These examples point out the manner in which the Department of 
Defense would like to see this program executed. -I know, from the 
atend poms of.the Joint Chiefs of Staff, they are realistic about this | 
and they have no intention of allocating an item of equipment to a 
particular country unless it is going to contribute positively to the 
plans which have been drawn up and set forth for meeting anothor 
emergency. - ; 

. The Inter-American Defense Board, in which 19 nations, includi 
the United States, are represented, has made in the last year what f 
consider to be phenomenal progress in collaborating on this over-all 
iden of tho security of the Western Hemisphere. _ 

The recent meeting of the Consultation of Foreign Ministers also 
resulted in the unanimity of their collaboration on planning and imple- 
menting the plans for the security of the Western Hemisphere. —_. 

- This not very large amount of money will make a definite contribu- 
tion even-more in principle than it does in matériel to the security and 
the implementation of the defense plans. 

earn off the record.) : e 

airman Ricnarps. Thank you, General. Mr. Carnahan. 

Discussion off the record.) 

_Ohairman Rionarps. Mr. Reece. ' : 

Mr, Reece, What progress has been made in rubber production in 
South America? 

,. Mr, Muzuyr. Rubber production? 
r: Ruecn. Yes. . : 
Mr, Mincer. FT think we will pet into that in the technical program. 
I would like to pass that until then. 
ou Pieoussion offthe record.) 

+; Chairman Ricuarns. Mr. Ribicoff, a 
Mr. Riricorr. You say there is no understanding betweon the 
United States and these countries. What is it—just a feeling that if 
anything happened, these countries would cooperate? «st 

General Botrs. I did not mean to oh pk waa no understanding, 

ere. ia a definite,.understanding. We have not. oaly the common 

efense echome, but.the plan developed by the Inter-Ameri« za Defense 
oard,., But TF mean foro specific. dpfense.task we have reached no 
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ilateral agroomont. - 
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‘Mr. Risrcorr. :-You still - have the wholehearted and good will 
cooperation of Brazil? - 
eneral Bouré. Yes. 

. Chairman RicHarps, Mr. Mansfield. 

Mr. Mansrie.p. No questions. 
. Chairman.Ricuarps. Mr. Battle. 

Mr. Battie. No questions. 

Chairmen Ricuarps. Mrs. Kelly. - 

Mrs. Ketuy. Mr. Chairman, do we have a detailed report of the 


ments reached as a result of the Fourth pce of Consultatton oe 


of Foreign Ministers of the Am ublics. 
.. Mr. Mitusr. Those save been made p i 
, s ood otrze 


Mr. ey 

Mra. pay 

Mr. M might emphasize 
one thing ‘that Gen " Going\back to Mr. 


- Ribicoff?s question; we. havd ‘the | Rio ad y. An attack\against one 


-American 


» the In 


7.is an attack agains 


i ‘sters, we 
wr blution on Western 
down on paper the 


obligdtion: of ekch cotntry to thp usd-efite armed | forces in 
behalf of the cdllective ¥ the’ Western Hemisphere} - 
Minish ing this fund. T cast ’ 
inisters un at is w by 
the. Fo pi 
Kelly’s question. : 
Chairman Ricuarns- Mr. Lanham.. 
Mr. No questions. 


Mr. Rien grr. Mr. Che ian,-#s it too late for moto ask one mora 
question? ° es, 2 is 
Chairman Ricwanps 

Mr. Riercorr. I Taised t e witnesses who have 
The United States has 
been in the process of really unilateral agreements from 
& sectional standpoint with ail 8 seolions of the world. In theeo the 
United States commits itself and its forces to come to the assistance 
of all the various areas. 

Yet there seems to be a complete lack of a correlative duty on the 
Sy of these other areas to come to the assistance of the United 

pane when the United States i is in difficulty i in other areas of the 
wor a 

Has there ever been any attempt in your agreements with Latin 
America and South America to have them come to the United States’ 
assistance if we get involved in Europe, the Philippines, Japan, 
Australia, or any other segment of the world? 

--General Borré. In some cases. -They are au eupporters of the 
United’ Nations Charter,. which is-d ed, of course, for just that 
purpoee urpose:¢»The countries of Central ate South’ Arherica support that 

harter, of course. We have, for example, a Colombian troop unit 
7 Koren how iby aereemeny: betieen the Snited States: as the | niited 
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Nations’ command, and Colombia. Other offers have been made 
and are in various stages of considerntion. So there aro cases in 
which theso countrics have specifically committed themselves. in 
support of tho United Nations Chartor and in the caso of this hemi- 
sphero, tho Rio treaty. 

Mr. Minter. To might add that wo had a Brazilian division in 
pions during World War 11 which was commanded by General 

olté. 


Mr. Rintcorr. Do you over get tho fecling of reluctance because 
they fool the defense perimeter is much too broad? Is there over 
any talk from the South American countries about their jeopardy 
because of tho widespread American commitments all over tho world? 

Goneral Botts. Tohave never hesrd anything to that affect. I 
havo heard ropresentatives of some of tho countries speak of tho 
influence which pubtic opinion in their own country has on the propo- 
sition of committing military forces outside the country or outside 
the hemisphere, 

Mr. Rinicorr, What is that attitude? 

Gonoral Bonta. It varios, of course, in different countries. 

Discussion off the record.) 

b tho event of another world war, I think overy country of tho 
freo world would realizo it would be an all-out effort end they would 
all be involved in it, 

. Mr. Muuise. | think it also ought to be stressed, Mr. Ribicoff, 
that what wo are talking about hero relates oxclusively to Western 
Hemisphere defense under tho Rio treaty. 

When it comes to any :action under tho Rio treaty, I think by 
definition you get a much more wholchearted reaction from tho Latin 
Americans than any situation involving sending troops outsido. 

Mr. Ristcorr. That is all. 

Discussion off the record.) 

. Chairman Rionarps. Aro there any othor questions? - 

Mr. Rercr. What about Central America? 

General Bouts. I did not understand the question, 

Mr. Reece, What about Contral American countries? 

General Bouts. They are all small countries and thoy all have very 
small forces—ablo to contribute litle to hemisphere defenso. 

Mr. Rexce. What [ particularly had in mind—I guess this is not 
the place to refer to it—in case trouble should ariso, is the relationship 
with them such that you have a right to believe they would sympa- 
thize with us and cooperate with us? 

General Bott&. Yes, sir. Ag a matter of fact, since I have been 
associated with the Inter-American Defonse Board, I have been con- 
stantly gratified at the unanimity and tho willingness to collaborate 
in the production of these oments. 

Mr. Reece. What about Guatemala? 

_ General Bottré. Guatemala also. Tho Board resolutions that have 
been a passes and the action on the scheme of defense prepared by tho 
Board was unanimous. It was every country. It is a very ploasant 
relationship. 

: Becuecon off the record.) |. 
» Chairman Ricnarps, Mr, Battle. 

; Me. Barrie. Genoral, your chart shows grant aid, and although the 
reimbursablo paid is not chargeable to the taxpayor, how much do 
you cetimate will be transforred in 1952 uhdor this reimbursablo aid? 
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General Bouté. I will estimate a little over $100,000,000 not inelud- 
ing Canada. T have ov record that shows what has been transferred 
in (he past. ‘Tho principal reason for small transactions would be our 
shortages in hardware and tho heavy demands which Korea, Western 
Europe, and other priority areas in the world aro placing on our 

roduction. Latin America cannot now be placed very high up on the 
ist. Whilo this bill would provide the monoy, whic is, after all, the 
index, it is really tho item of equipment, such as antiaireraft guns 
and xo on, Which aro weighed in the balance as to whether dhey would 
go there from ahort supply or vlsowhere. 

Mr. Batre. Would you anticipate an increase? 

Qeneral Bonrk. As tho situatton cases up. Vor instance, if we 
could ever settle Korea, wo could switch that flow of supply and some 
could be mado available for Latin America on tho reimbursable basis, 

In conncetion with this subjoct of reimbursablo ait, T would like 
to mention in emphasis a subjoct which was discussed the other day 
before this committes. Ht concerns tho proposed provision, section 504, 
of this legislation you are considering. ‘Vhis scction provides for an 
increase in tho total limitation whielt is now imposed on tho value of 
military equipment which may be sold on a reimbursable basis to 
foreign governments. The requested increase in limitation, which of 
course docs not require appropriations, is designed primarily to permit 
Canada to carry out hor military modernization program through the 
purchaso of United States military equipment. Such an increase, too, 
is a necessity for the Latin-American mitions to enr ble them to main- 
tain their armed forees at modern standards. We expect tho bulk 
of our total assistance to Latin America to continuo on a reimbursablo 


asis. 

Mr. Battin. Thank you, General. That is all, Mr. Chairman. 

Chairman Riciagps. Thank you, General. Wo will continue with 
Mr. Miller now. 

Mr. Miuzuxr. 7 will answer any political questions or proceed in 
any other way that you want. 

thairman Rictarvs. You go right ahead and proceed, Mr. Secre- 
tary, in tho way you want to. 

Mr. Mitcen. Mr. Chairman, tho second part of the administration’s 
roquest under title 1V relates to $22 million for technical cooperation 
programs during tho fiscal year 1052, of which $1 million will bo for 
multilateral prograins carricd out by the Organization of American 
States; $3 million for continuing our UN programs in Latin America; 
and tho remainder, $18 million, will bo for bilateral programs. ay 

Mr, Kenneth Iverson, who is tho president of tha Instituto of Inter- 
American Affairs, in tho absenco of Dr. Bennett, Technical Coopera- 
tion Adininistrator, will speak on that. 

1 will submit for the record a statement prepared for Dr. Bennett, 
which ho will talk about when he eventually appears before this 
committee, 

Chairman Ricwarps. 1 noticed that Dr. Bennett had a statement 
hero. Ho docs not want to include that in the record now? 

Mr. Mipzsr. Not until he gets hore. 

Mr. Miuurr. All of tho technical cooperation programs that wo 
aro going to bo continuing in tho fiscal year 1052 havo boen in effect 
in prec ing yoars. 

nlike other aroas of the world, wo havo had technical cooperation 
programs going on in Latin America for about 11 yoars. During 
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World War II Mr. Nelson Rockefeller created tho Institute of Inter- 
American Affairs, which Mr. Iverson is now directing. 

About 77 percent of the funds which wo are requesting in fiscal 
1952 will bo devoted to programs in the ficld of agricultural dovelop- 
ment and food production, health and sanitation, and basic education, 
primarily vocational training. Theso requests for funds for these 
programs are requests for merely continuations of and additions to 
programs already under way. 

In addition to that, we are carrying out certain other programs. 
The noxt most important being programs for the dtvelopment of 
rubber and mincral resources, and for transportation aud communicr- 
tions, the latter consist. primarily of continuing civil aviation missions 
and the supply of certain highway and railroad technicians. There 
is also some work under way in the field of industry and labor and 
government administration and services. 

I-have had distributed to each member present this morning a 
‘detailed breakdown—this eUmeosea plied document—showing how the 
$18 million of bilateral programs will be broken down. 

This committee is gencrally familiar with the work of the Institute 
of Inter-American Affairs, which up until last year used to present 
its own program. You are also familiar with the work of the old 
Inter-Departmental Committee on Scientific and Cultural Coopera- 
tion, the programs of which are also included now in this single over- 
all request for bilateral technical cooperation programs in Latin 
America. 

We can ask Mr. Iverson to add what he wants to my statement, 
or we can go straight to the questions. 

hairman Ricwarps. Sippose we go ahead with Mr. Iverson, and 
. then the questions may be asked later. Mr. Iverson. Please stato 
your full namo and title. 


STATEMENT OF KENNETH IVERSON, PRESIDENT, INSTITUTE OF 
INTER-AMERICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Iverson. I am Kenneth Iverson, president of the Institute 
of Inter-American Affairs. ; 

I would like to point out the problem in Latin America that the 
point 4 prograrn is attempting to assist the countries of the Latin- 
American Republic to solve and also some of the activitics. 

As I describe tho activities, I would like to circulate to the members 
of the committee pictures of the actual activities. As Mr. Miller 
stated, the work in Latin America has been going on for more than 
10 years. We bring to the committee a4 series of accomplishments, 
and a number of problems in relation to which we hope to continue 

e 


ing our Latin-American neighbors. 

irat, in the Latin American countries there are major problems of 
spade quate food supplies, poverty, illiteracy, and disease which con- 
front these countries, and which they themselves must solve if they are 
to become strong democratic entities in the Western Hemipshere. 

Some of these figures are as follows: There are approximately 155 

tmillioh acres of land for 138 million people. There is 1.1 a¢re of land 
for each person in these countries. In the United States we have 
better than -115 million acres of land for the 155 million people, or 2.6 
acres of land per individual in thé United States. 
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That is not all. In tho United States our production per acro is 
estimated to be about five times the production per acre in the Latin 
American countries, or, in reverse, the Latin-American countries pro- 
duce about one-fifth per acre of what we do, and they have less than 
one-half the number of acres per individual in cultivation. 

With the exception of possibly two or three countries in Latin 
America, the mass of the people do not have adequate food supplies. 
The best estimates we have on calories consumed is under 2,160 cator- 
ics, as compared with approximately 3,100 in the United States. ‘This 
does not include cither Argentina or (Uruguay, and possibly Cuba. 

Tho annual per capita income in Latin America for ten countries is 
less than $100. Only in Argentina, Cuba, Uruguay, and Venezuela, 
do wo have a per capita income better than $200. In the United 
States, it is better than $1,400 per individual. Another factor of in- 
terest in Latin America is that the people have a life expectancy of 
about 35 vears. 

The first subject I want to talk about in this program is agriculture. 
Approximately 60 percent of the people in Latin America earn their 
livelihood from farming. There are two ways in Latin America to 

‘inerease food production. One way is to expand cultivation to new 
land. It is estimated there are 200 million acres of land that could be 
opened up for cultivation. It is not the purpose of the proposed point 
4 program to open that land, but the program will have a direct and 
indirect effect in encouraging the peoples of this country in opening 
this vast amount of land. The principal activities we propose to 
carry on in Latin America is the better utilization of the land which is 
now in cultivation. 

These are the types of things we are going to carry on in these 
countries: Research activities. For example, in relation to coffee, 
which is one of the major items of production in Latin American 
countries, cooperative research is going on which is having the effect 
of materially increasing production. 

Seeds are coming out of the Latin American research stations, farms, 
and experiment stations which we have helped organize. This picture 
will show the difference between the type of seed which is now being 
used (in the top picture) and the type of seed which is being used where 
proper cultivation is not. eee 

ew sources of vegetable oils are being developed in these countries 
due to the new method of extracting oi! from the plants themselves 
which have been introduced. 

There are in the programs experiment stations which are established 
for the purpose, not only of finding solutions to the diseases that con- 
front these countries in the production of agricultural items, but also 
bringing in and testing new items which can be used in agricultural 
production. 

In addition, we have livestock improvement programs. Latin 
America has about as much livestock as the United States, but it is 
concentrated in a few of the countries. 

For example, in Paraguay, we are carrying on a livestock improve- 
ment program. It is designed to bring better breeds of cattle into 
the country and to dovelop a type of animal that the country can 
afford to haye and which will increase the production of meat. 

Excellent results have been achieved by this type of program in 
these countries. One of the major problems that confront the 
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countries is the difficulty or lack of facilities for taking agricultural 
information to the farmer. We aro working with the countries in 
Latin American in setting up extension services that will tako informa- 
tion on how a farmer can produce more from the land than ho has, 
and take that-to that farmer in order that he can get better and greater 
crops out of his soil. 

Peru we have been successful in setting up an extension service 
in which 33 stations aro being manned, not by Americans, but by 
Peruvians who have beon trained either by Americans in Peru or 
Peruvians who have come to the United States. 

Our extension service activities include conservation. Tho pictures 
here will show what is being done in improving and maintaining the 
land that is now being cultivated by the farmers, such as soil mainte- 
nance, use of fertilizers, and the results of fertilizers; pest control, 
pnproved irrigation practices, seed distribution, use of tools, and so 

orth. : 

We have sct up machinery pools where the people of theso countries 
are taught the maintenance and use of agricultural equipment in 
order that thoy themselves can either rent it from the pools that aro 
Bot up, or purchase agricultural equipment if their resources permit.’ 
ave also have a training program, not only locally, but in the United 

tates. 

I would like to point to one or two examples. In Peru, as a result 
of this pogret, potatoes which are ono of the main items of dict, or 
the staff of life, were gradually being climinated from the farms in 
this country because of the pests and worms that were getting into 
the soil. The cooperative program in the last 5 years, with the use 
of pesticides and insecticides has increased the volume of production 
100 percent, and today thero is a more adequate supply of potatoes 
in that country. 

Four years ago tomatoes were very scarce in Peru. Today, although 
there has been an increaso in the cost of living between 300 and 400 
percent, the cost of tomatoes in that country is still what it was 4 
years ago. So in effect there has been a decrease in tho price of this 
articlo because of the increased production. 

These are advances which I could go on citing in country by sounty 
up and down the hemisphere that havo resulted from the work which 
S being performed by these people with tho assistance of the United 

tates. ‘ 

At this time I would like to point out that it is not a program which 
is being administered solely by the United States; nor is it a program 
being administered solely by these countries, I think in the hemi- 
sphero we can point with real pride to the fact that tho countries of 
Latin America and tho United States aro partners in carrying out 
programs for tho solution of problems in the field of agriculture. 

ears ago we started a type of administrative device which has 
comé to be known as the servicio type of operation. In fact, when 
one of these countries asks for assistance in the field of agriculture and 
the United States, after considering it from tho standpoint of foreign 
policy, decides to cooperate with the countries, wo suggest to the 
country that rather than havo simply an advisory program it ought 
to bo an actual Program where the techniciahs from the two countries 
work together. We suggest they create within the framowork of their 
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Ministry of Agriculture an office callect the Cooperative Servicio for 
Agricultural Development. ; 

This device has been used in most of the countries of Latin Amcrica. 
The servicio is an agency of the Latun-American government, The 
governments, in order to insure that the work would move along as 
rapidly and _ as effectively as possible, usually appoint an American 
director of the servicio. This official receives his salary and expenses 
from the United States. Both governments assign their nationals as 
staff members. Then both countries put in the money which is used 
in carrying out these programs. 

I can report today that the countrics of Latin America in the field of 
agriculture are putting in more money into the cooperative agricul- 
tural development. programs than the United States. 

In addition to the items F have mentioned, there is a rubber devel- 
opment program which is being carried out. This program is attempt- 
ing to solve the problem of blight and disease which is attacking the 
rubber trees of the hemisphere. This is the hemisphere where rubber 
trees were first found. The rubber trees of the rest of the world were 
taken from this area. Real progress is being made in the research 
stations of the countries that receive the assistance of the United States 
rubber technicians in combatting the diseases that affect not. only the 
root and stalk, but the leaves of the rubber trees. 

Secondly, real progress is being made in supplyin plantings that 
can be purchased v the farmers of the hemisphere and planted tn their 
own plantations or farms. 

I would like now to move to the health and sanitation program and 
give ono or two factual figures to indicate the problem these countries 
are confronted with. 

The death rate of Latin America is 50 percent higher than the death 
rate in the United States. 

Chairman Ricuarns. How much? 

Mr. Iverson. Fifty percent higher than in the United States. 

I have already indicated that the average life expectancy in a 
Latin-American country is approximately 35. as against the fife 
expectancy in tho United States of 66. Tho disease problems that 
confront latin America are legion. 

I will not take the time of the committce to mention them, but 
there are many. I think you might be interested in some of the 
figures on the number of physicians in Latin America. There are 
approximately 50,000. In the United States there are 150,000. 

ursing, which as a profession las not been recognized in Latin 
America until recent years, has not been developed. At present there 
are less than 10,000 graduates nurses in Latin America compared to 
more than 300,000 in the United States. There are only 52 nursing 
schools as against over 1,000 in tho United States. 

We havo used tho samo type of cooperative services arrangements 
for health and sanitation programs, as previously described for 
agriculture. ; 

Ircitentally, it is a dovice which I believe is going to be used in 
other areas of the world, because we find in other areas interest in 
this device and a desire to tako the meritorious aspects of it and uso 
it in other areas. 

One of tho principal activilica in the health program is the health 
center. The health program is primarily a program to reduce disease, 
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and not tocure it. There are too many people ill in hese countries to 
take care of them in hospitals. The principal objective of our pre- 
ventive medicine program is to reduce the incidence of disease. 

The health center pictures which you see here will show the activi- 
ties of the visiting nurses, who go through the communities giving 
vaccinations, taking care of expectant mothers, treating the young- 
asters and advising them on questions of health, and even developing 
litle agricultural demonstration activities which will actually show 
the people what typo of vegetables to raise, and what type of dict 
to have. 

The next is malaria control. We have worked with the towns in 
the various areas. 1 remember the little town of Breves on the 
Amazon River. In 1945 no boats were stopping at that little town. 
The cooperative health program went in and spraved DDT and 
cleaned up some of the swampy areas, so that town is today a Uhriving 
little metropolis on the Amazon. 

These are examples of many of the hundreds of types of activities 
in which we are cooperating with these Governments. 

In the field of health and sanitation from Mexico south, not includ- 
ing Argentina, there have been over 3,000 activities of this type— 
health centers, water and sewage systems, control of specific diseases, 
health cducation, hospitals, training, research, industrial hygiene. 
In tho latter field the program is contributing to the production of 
strategic materials. In Peru, for example, the United States and 
Peruvian technicians have gone into the mines, examined the condi- 
tions, and havo made recommendations to the Government which 
resulted in a safety law being enacted in that country. There has been 
improvement in the health.conditions of the miners which results in o 
definite contribution to the defense effort by way of more strategic 
materials. 

Our objective in the health program is to train tho people of these 
countrics so that they havo a national health department, whi¢h will 
continue on to solve the problems which confront theso people, with- 
out assistance from the United States. - 

The pictures that have been circulated may raise questions con- 
cerning theso activities. We recently received a statement from the 
manager of the Victoria Minas Railroad, which is the railroad that 
serves the major stec] mills in Brazil, which indicated that as a result 
of health programs in that country, the operating costs had been 
reduced one-third, because the workers wero now in a position to 
come to work 6 days a week, whereas before, approximately one-third 
of their employees were sick with one type of illness or another. 

Another major problem that the Latin-American countries face is 
that of illiteracy. About 50 percent of the population above school 
ago have never attended schoo}. Illiteracy rates run from approxi- 
mately 35 percent to as high as 92 percent. 

Many of those who have gone to school have received only 2, 3, 
or 4 years of schooling. The teaching methods used are generally 
that of memorization. ‘The teachers, as a rule, have not received 
more than ninth- or tenth-grade educations. The cooperative 
program that is now being carried out is for the primary schools of 
the country, primarily in the rural areas; We are helping theso 
countries develop a curriculum for the primary schools, and also for 
the vocational education schools. We aro organizing teacher training 
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systems (to train the teachers of these countries—not the students— 
so that the teachers themselves can more adequatcly handle the 
problem of education. 

I think it is interesting to note one of the systems of organizations 
for the rural schools that we have approved, and helped them develop. 
This is what is called the nuclear system. 

This system was already in existence in Betivia when our program 
started, but the director of the cooperative educational program in 
that country encouraged the Bolivians to follow it to a greater extent. 
Under this system, a trained supervisor is placed in one center or 
nucleus and given the responsibility of demonstrating improved 
teaching methods, the construction and improvement of school 
houses. The teaching of youngsters in that entire arca is improved 
by bringing in the school teachers from all the arcas around, so that 
in one center you have a demonstration anc 4 training program which, 
in effect, affects all the schools around that area. 

At the present time there are 8 good many hundreds of rural schools 
in Bolivia that are organized into the nuclear system. 

In these schools, not only in Bolivia but in the other countries 
where we are working, student attendance is generally about one-third 
higher, and is radually increasing, as 8 result of the increased interest 
in schools both on the part of tho parents and students. It is one- 
third higher than it is in the arcas where we are not working. 

In adtition to the educational program we have, as Mr. Miller 
indicated, a program in industry and labor, under which we are bring- 
ing to the United States personnel in various ficlds of technology for 
training in order that thoy can return to their countries and help to 
develop them. 

We aro helping them develop vocational educational systems so 
that these countries may be able to train the personnel that are 
needed, as these countrics develop their industrial capacity. 

Transportation is a major problem, and those of us who have 
traveled around Latin America have seen it. It is one of the principal 


activities in the cooperative technical assistance program, and we are - 
0 


not only giving them advice and assistance in t eld of air trans- 
portation, but consultative service on roads, railroads, and other types 
of transportation, such as water transportation. 

Tn the fteld of mineral resources, the Bureau of Mines of the Depart- 
ment of tho Interior has done a very fine job in working with the 
countrics in exploration and testing of various minerals. Tho deposits 
of manganese recently found in Brazil were partly duc to this type of 
work, 

We have found in Latin America that deficient government admin- 
istration is impeding the type of program we are attempting to carry 
on. If an agency is not capable of administering a program, no 
matter how good the technicians are, it is not possible for them to 
effectuate it. So we have been, through this servicio device, dem- 
onstrating good public administration. That has resulted in con- 
tinuing requests from these governments for other assistance in im- 
proving the administrative structure of their government, including 
the tax structure, and the customs, tariffs, and other structures that 
are so important to the economic survival of the country. 

Mr. Chairman, I have rapidly gone through the high lights of this 
program and, as Mr. Miller indicated, I would be glad to answer 
questions on it. 
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Chairman Ricnarps, Thank Fou, Mr. Iverson. We will go down 
the line under the 5-minute rule, and the committee members will 
ask either you or the Secretary questions as they wish, 

Mr. Carnahan. 

Mr. Carnan’nx. Your position is president of the Institute of 
Inter-Americat. “airs. Is that correct? 

Mr. Iverson. Yes, sir. 

Mr. Cannauin. What department are you in? 

Mr. Iverson. Mr. Carnahan, the Institute of Inter-American 
Affairs, to pet the background of it. was first created under the 
authority of Congress in 1942 by Mr. Nelson Rockefeller as a cor- 

ration of the State of Delaware. In 1947 the Congress incorporated 
it as a statutory corporation and vested in the Secretary of State the 
authority to appoint the members of the board of directors of the 
corporation. that in effect we are attached to the Department of 
State, and Mr. Miller here is Chairman of the Board of Directors. 

Mr. Carnanan. What is the status of the action that Congress 
took, I believe, in 1949, extending the Institute of Inter-American 
Affairs for 5 years? 

Mr. Iverson. Yes. In 1947 the Congress authorized the Institute 
for 3 years. Then, in 1949, it extended the life of the Institute, so to 
speak, to June 30, 1955. 

Mr. Carnauan. As to the authorization of funds now in this bill, 
are we carrying some authorization of funds to be used directly by the 
Institute of Inter-American affairs? 

Mr. Iverson. Mr. Carnahan, the appropriation this year is carried 
in the total bill, and the Ingtitute will carry out its programs from the 
funds in the request for $18,000,000, which is the amount requested 
for the United States bilateral activities in Latin America. 

Mr. Carnnanan. How much of the $18,000,000 is provided to the 
Institute? 

Mr. Iverson. There is no specific allotment of funds to the Insti- 
tute this year. We will simply be one of the participants and the 
decision will be made later by Dr. Bennett and the board as to what 
part the Institute plays in the program. 

Mr. Carnauan. What relationship do you have to the point 4 
program? 

Mr. Iverson. Under the act of International Development passed 
last year, the act specifically provides that tbe President, and he to 
whom he delegates the authority, has ‘the responsibility to direct and 
supervise the technical-assistance programs of the United States 
Government. We, being an agency carrying out a part of the tech- 
. nical assistance program, come under the general policy direction of 
Dr. Bennett as Administrator of the Technical Cooperation Adminis- 
tration. : 

Mr. Cannauan, Do we have programs in Latin America other than 
those under the direction of the Institute? ; 

Mr. Iverson. Yes, we do. There dre a number of programs being 
administered by other agencies of the Government. I think it is 
very desirable to call upon the other agencies of the Government for 
the use of their technicians in assisting in the administration of pro- 
grams. There are a number of departsnents that are working in 

e. . ‘ . . . 
Mr, Carnawan. That is all, Mr. Chairman. Thank you. 
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Chairman Ricaarps. Mr. Battle. 

Mr. Batrir. Thank you, Mr. Chairman. 

It is good to sce you, Mr. Iverson. 

Mr. Iverson. It is nice to see you, Mr. Battle. 

Mr. Battie. In 1949 I believe 1 was a member of the Mansfield 
subcommittee that held hearings and went into the possibility of 
extending the fife and funds of the Institute of Inter-American 
Affairs. I would like to say that at that time I was very much im- 
pressed with the work that had been accomplished. I know of no 
other governmental organization that accomplished more in the same 
amount of time with what you had to work with. I have had no 
reason to change my mind in regard to that feeling. 

I believe vou sort of paved the way, and to me it pointed out the 
pe eager tiat we have all over tio world through this type 
of work. 

‘i I would like to commend you and the Institute for what you have 
one. 

Mr. Iverson. Yos, sir. Thank you. 

Mr. Battie. I would like to commend Mr. Miller too, for his work. 
T went on a trip with him once and ho taught me how to speak Spanish. 
Thank you. 

Mr. Mitte. Thank you. 

Chairman Ricuarps. .Mr. Ribicoff. 

Mr. Ristcorr. ‘This can be off the record. 

(Discussion off the record.) 

Mr. Risicorr. That is all. 

Chairman Ricuarps. Mr. Hays. 

Mr. Hays. I am particularly interested in your agency, Dr. Iver- 
son, because I happen to have a son-in-law who is employed by the 
Institute. I do not know whether vou know it or not, but he is an 
engineer in Mexico. I think at the time he was employed you did 
not know he had congressional connections. I was pleased about that. 

Chairman Ricwarps. The question is, “Is he a good engineer?” 

Mr. Iverson. Yes. 

Mr. Hays. Thank you. I do not know whether I would get the 
same answer in private, but I am pleased to hear that. My wife and 
I went down to see him last fall. We had intended to make sort of a 
sightseeing trip and it turned into-a field inspection of your work 
because it became so interesting to us. I went out with him and I 
did have a chance to learn something of your work in Mexico. 

I would like to talk about that in my 5 minutes and ask you somo 
questions to clear up some vague ideas in my own mind about it. 

Does Mexico generally provide a pattern for the other Latin-Ameri- 
can countries? Would my view of things there give me a good idea 
of what is going on in other countries? : 

Mr. Iverson. Yes, sir, Mr. Hays, it would. The same adminis- 
trative technique is used. The same brand of technicians of the two 
countries work together. While there is some emphasis in Mexico 
primarily in the field of water, sewage and health centers, there is a 
general educational health program in that country which is a good 
pattern for the reat of the area. 

Mr. Hays. I have been looking over your breakdown and most of 
oe anillion: dollars that we put into Mexico goes into petsonal services, 

oes it not 
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Mr. Iverson. Yes, sir. I can give you tho exact figures on that. 
Mr. Hays. I thinki ¢ would bo good to have that because I am 
confident in my own mind we can defend this figure. I do not know 
a better way to usc a million dollars than improving conditions at our 
oorstep. 

Chairman Ricuarps. Have you got the breakdown of that 
$1,000,000 in figures? 

Mr. Iverson. Yes. 

Mr. Hays. It is all in the chart except that I do not read it quickly 
as between capital investment and matcrials, or personal services. 

Chairman Ricwarps. Yes. 

Mr. Iverson. In 1951 the total contribution to the health and 
sanitation program of the Institute of Inter-American Affairs was 
$237,784. Of this amount $105,264 was provided for experts or 
United Statos technicians; $32,520 for trainees or Mexicans who come 
to the United States for training ; and $100,000 was the program con- 
tribution to the joint operating fund of the two countries. 

Mr. Hays. Thank you very much. 

Chairman Ricttarps. Is that in the printed breakdown? 

Mr. Iverson. Yes, sir; it is, Mr. Chairman. 

Mr. Hays. I went to seo the Aleman Health Center, and it seems to 
mo they are doing a very significant work in the field of health. Do 
we have any moncy in that building, or was our contribution just 
technical service? ; 

Me. Iverson. Under the device we use, there is a cooperative 
servicio or bureau created in the Ministry of Hygicne of the Govern- 
ment of Mexico. Into that servicio there is contributed $100,000 
which camo from the Unitéd States, and the money which was con- 
tributed by the Government of Mexico. I should say the last figures 
that we have aro for the year 1950. We have not received the final 
figures for the year 1951. 

_ The Government of Moxico contributed to this same account 
$350,596. In the same year, 1950, the Institute contributed to the 
same joint fund $100,000. It is that $450,000, plus prior accumula- 
tions, that is used to do all of the work, including the construction of 
the Aleman Health Center. 

In that particular case they contributed public money for that 
health center, but it comes out of the joint funds. 

Mr. Hays. Do I have some more time? . 

Chairman Ricuarps. Yes, sir. You have two more minutes. 

_. Mr. Hays, I want to come back to it, if you are going to give us 
time after the 5 minutes. 

Chairman Ricuarps. We will give you additional time. 

Mr. Hava. Thank you, Mr. Chairman. I also spent some time 
with Mr. Herrar at the Rockefeller Foundation center. He had 
planned to take us to Chapingo that day, but cancelod it because of 
a conference with the Secretary of Agriculture of the Mexican Gov- 
ernment, leading, we hoped, to the establishment of a program com- 
parable to our extension sorvice in agriculture. 

-@re those plans nraterializinz? 

Mr. Iverson. To date they have not requested an agricultural 
program, but the discussions are still going forward for the coopera- 
tive program in the field of extension services. 
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Mr. Hays. Is that not the big vacuum generally in these areas 
where we are carrying out the point 4 program, that is, the Iack of 
an extensigit service manned by their own people to do the educational 
ob‘ 

Mr. Iverson. Mr. Hays, we believe that is one of the very im- 
portant areas, and we are concentrating on the extension type of 
service, Which means getting information out to the farmer, so that 
the farmer can produce more on his land. 

Mr. Hays. Another thing that impressed me is the emphasis you 
are giving to the use of native personnel. Phe inclination is when we 
look at the total picture, which is a rather grim picture, to feel that 
there is not much of a resource there. However, Mr. Herrar pointed 
out, for example, a young Mexican who had been in the United States 
under the training program who is a distinguished scientist already, 
and because he knows Mexice ss able to do a job that is historic. 

You would agree that that is a vital part of this prograni, would 
you not, and that we can do nothing better than to put some motiey in 
the training of these young Mexicans to help tl:em becoma scientists 
and leaders in that ficld? 

Mr. Iverson. Mr. Hays, we have found there are, in all of the 
countrics of Latin America where we are working, very capable people. 
Given the opportunity and the stability that we give them in this type 
of program, it permits them to use their training and education and 
experience. I point to the figures in the case.of Mexico, where in the 
health and sanitation program we had on June 30 this year seven 
Americans. In the health servicio there were 478 Mexican employees 
working, so they have a ratio in that particular program of seven 
against 478. 

Chairman Ricsarps. The gentleman’s time has expired. We will 
come back to him. 

Mr. Reece. 

Mr. Reece. When will it be an appropriate time to discuss rubber 
and some of the other strategic ateciali that might be developed? 
This is what I have in the back of my mind. During World War IL a 
considerable rubber industry was put under way, and plans were made 
for some of the other strategic materials down there. I do not know 
which of you, Mr. Miller or Mr. Iverson, would care to talk on that. 

Mr. Mituer. Mr. Iverson touched on this in his direct. presenta- 
tion, Mr. Reece, while you were out of the room. 

Mr. Rexcr. Tam sorry [had to be out then. I had to go to another 
meeting and came back as rapidly as I could. 

Mr. Iverson. I would like first to point to the figure that is being 
requested this year and last year’s expense. 

In the rubber development program for 1951 there was authorized 
$320,665 for rubber research and experimental work being carried on 
in the hemisphere. The proposed program for 1952 is a little over 
twice that, or $783,200. That money is being used primarily to pay 
the salaries and expenses of United States rubber technicians in work- 
ing with the experiment stations, and rubber technicians of approxi- 
mately 11 of the Latin-American countries in two principal fields 
of activity. ‘ 

One, in finding solutions to the disease problems which adversely 
affect the rubber tree. 


1100 THE MUTUAL SECURITY PROGRAM 


Secondly, in actually planting and producing rubber seedling that 
‘can be purchased by the farmera and planted on their own farms or 
rubber pieniations in the hemisphere. 

Mr. Reece. During World War IT Firestone started a development 
Eroeramn down thero in rubber. What has become of that work? 

Mr. Iverson, The Firestone research work is still going on, 1 
beliovo, if 1 am correct in that. 

Mr. Reece. Doryou believe they aro progressing? 

Mr. lvrerson. They still have a reasonably lanze---wo do not. have 
tho figures at hand, but they havo a pretty large program. 

Mr. Reece. What are the prospects of having rubber down there? 

Mr. Iverson. 1 was recently in Central America tatking (o one of 
tho rubbor technicians in Guatemata, and thoy feel real progress will 
bo made in the stevelopmrelt of disease resistant trees, aud in spreading 
tho rubber trees to the small producers and sinall farmers all over 
Central America. 

Mr. Reece. Then there are a number of other stmtegic mineral 
programs in South America, Is any attention or dircet respon- 
sibility being assumed in trying to develop a supply of strategic 
minerals? Rubber is only one, Thue thero aro many other strategic 
materials there also. 

Mr. Mitten. I would say in a great number of ways, Mr. Reece, wo 
aro paying attention to that problem. Ono of tho most important 
resolutions that was adopted at our recent Foreign Ministers Con- 
forence called for some cooperative efforts in the increase of strategic 
materials. I have read with a great deal of interest tho staff memoran- 
-dum on strategic materials that was propared in prenamstion for this 
hearing. f£ think it emphasizes tho amount of dependenco that wo 
feel toward Latin America. Of tho $18,000,000 bilateral program 
wo havo provided for fiscal vear 1952 $800,000 for technical caopera- 
tion in connection with tho development of mineral resources, as 
compared to $400,000 during fiscal 1051. 

wo are allocating $700,000 to technical cooperation in connec- 
tion with transportation. That should facilitate also the delivorics of 
strategic minorals to us bocauso ono of the related probloms is tho 
question of transportation of the materials from where thoy are in 
niany cases, Also, tho Export-Import Bank and tho International 
Bank, in which wo participato, havo beon very activo, and will probably 
ho moro activo in tho futuro, in making loans for the dovelopment of 
‘strategic materials. Thoy havo just mado, that is, tho Export- 
Tinport Bank just mado, a loan to a firm in Poru for tho development 
of tungsten. 

Each institution has before it—that is, the Export-Import, Bank 
and tho Intornational Bank each have pending before rene applies: 
tions for tho development of vory largé manganese deposits in Brazil. 
It is interesting that both of those deposits wero found through the 
basic investigatory and exploratory work to bring them to tho stage 
-of development, and that was done under the technical cooperation 
p of the Bureau of Mines of tho Department of the Interior. 

airmen Ricnarps. Your time has expired. We will como 
back to you in a minuto. is el 


rs. Kelly. . : t 
Mrs, Kevry. Thank you, Mr, Chairman. 
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Do you mean this $800,000 appropriation, or planned expenditure: 
for the year 1052 for technical assistance to dovelop the mines, is the 
reason for the increase of the appropriation or anticipated authoriza- 
tion from $11,000,000 Inst year to $18,000,000 this year? 

Mr. Mitsnr. No. That is one of the items. Wo are doubling the 
amount for mineral resources, Mrs. Kelly, from $400,000 to $812,000. 

Mrs. Ketry. By what other reasons can you justify this increase 
from $11,000,000 to $18,000,000? 

Mr. Minier. On the second pago of this breakdown you will find 
tho details as between 1951 and 1952. Fifty percent of the increase: 
is in the field of agriculture, forestry, and fisheries, ‘That item goes up 
fram $3,600,000 to $6,500,000. 

That is due, for ono thing, to the fact that Dr. Bennett, who is the 
Technical Cooperation Administrator and who will be here before 
you when he returns, feels that is one of the fields in which most work 
can be done in Latin America. 

Thon, our rubber-dovelopment program has gono up substantially. 

‘Those are tho items I have mentioned. Plus transportation, those 
are the items in which tho greatest increases will occur between 1951 
and 1952. 

Hove you anything to add to that, Mr. Iverson? 

Mr. Iverson. No, sir. 

Mr. Kenny. That is the reason then for the increase in your 
authorization over the Inst fiscal year? There isa difference of $6,828,- 
070, : 

Mr. Mituer. Yes. 

Mr. Ketry. Due to tho increase in trade to the South American 
countries this past. vear, their national income has increased in the 
hundreds of percent. Is that correct? 

Mr. Mitten. I do not know the exact amount. 

Mrs. Kiniy. But it is very high? 

Mr. Murr. There has been a very substantial increase sinco 
Koren in the total dollar balance of Latin America. 

Mrs. Ketry. Is it possible for them to assume any of this cost of 
ere themselves, since we are committed to other sections of the 
work 

Mr. Mitexn. ‘hoy will. All. of these increases in our contributions 
will, because of tha servicio technique Mr. Iverson has outlined, bring 
about increases in their expenditures for these programs. 

Mrs. Ketry. But that does not lessen our contributions? 

Mr. Mittin. No. These are the amounts of our contributions. 

Mrs. Ketty. Thank you. 

Chairman Ricuaros. Mr. Lanham. 

Mr. Lanna. No questions. 

Chairman Riciarps. I want to ask a question, Mr. Miller. 

We are now considering a Mutual Security Program. 

Mr. Mitten. Yes, sir. 

Chairman Rtciarps. The European part of it is a defense program. 
Would vou consider point 4 part of the Mutual Security Program, or 
is it an entirely separate activity, secking to accomplish different ends? 

Mr. Miter. Well, I think that it is related to the over-all gencral 
objective that the Mutual Security bill is aimed at; that is, to try to 


strengthen thefreeworld. I think it isin our national-defenso interests. 


that [atin America bo stronger than it is, and that there be diminished 
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this great disparity between our standard of living and theirs, par- 
ticularly since their very low standard of living makes them susceptible 
to Communist penetration. 

When General Bolté was on the stand he spoke of the fact that 
some of these countries down there were not disposed to participate 
actively in oversea collective-defense efforts because of the fecling of 
remoteness from the conflict. That is due precisely to the fact that, 
although Communists have not penctrated into the upper reaches of 

vernment, nevertheless Communist propaganda has been very ef- 
fective in many of these countries in influencing the attitudes of the 
governments toward what might be called neutral positions, by play- 
ihg upon the sympathies and susceptibilities of the people, and em- 
phasizing their very low standard of living in relation to ours. 

Also, since strategic-materials procurement is one of our prime 
defense objectives in Latin America, I think it would be fair to say 
that virtually every item shown in the breakdown on page 2 is related 
in one degree of proximity or another to our over-all objective of 
strategic-material procurement. 

. Chairman Ricuarps. I thought that was your approach, but what 

about this now? You have several activities there, and I would like 
to know how you feel about consolidating those activities. What do 
you think about that? Can that be done without injury? 

- Mr. Miuter. Are you speaking about administration now? 

Chairman Ricuarps. Administration. — - 

Mr. Minter. I am interested in the substance of the program. I 
think that the more coordination we can arrive at, the better. If 
we can cut down on administrative expenses, fine. . 

Chairman Ricuarps. Well, the activities are under the supervision 
of the State Department, including practically all of the activities 
going on in the Western Hemisphere outside of, you might say, those 
which are strictly military. oo ; 

Mr. Miuugr. The Technical Cooperation Administration coordi- 
nates all of the bilateral technical cooperation programs in this hem- 
isphere which are carried out, es Mr. Iverson said, by various agencies. 
Any duplication between those agencies of course should be eliminated. 
That would be fine. That has becn an objective of ours. 

Chairman Ricuarps. That is what I understood, and I just won- 
dered whether you had accomplished about as much of that as you 
could. without hurting the. program. That is the reason for my 
question.” 

Mr. Mixuer. I would prefer that you would ask that of Dr. Bennett 
when he arrives hero. . 

Chairman Ricwanps. All right. Are there any other questions? 

Mr. Rexce. If I may. ; 

Chairman Ricanps. Mr. Reece. . ; 

Mr. Reece. Mr, Miller, to what extont are you able to satisfy the 
Latin-American Republics with this relatively smal] amount that is 
‘to be allocated to them in comparison, as they would say, 

to the very large amounts that are being given to other countries? 

' My. Mintsn. Now we have the other side of Mra. Kelly’s question. 
She asked-why we have ive this much fo them, when they have 
inflated dollar eaynings.: There is no doubt there has been some 
comment throughout Latin America end on the part of friends of 
Latin America in this country, Mr. Reece, to the effect that to devote 
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three-fourths of 1 percent of our total appropriation to this very 
important area is too small. 

think tho main difference between this area and the other areas is 
that, as far as the need of capital-investment propane is concerned, 
we fee] that those can be handled or should be handled by private 
initiative. A substantial amount of new-dollar investment has gone 
into Latin America since the war. We expect more will go in. To 
the extent that is not taken care of by private initiative we feel 
capital-investment programs should be handled on a loan basis, 
rather than on a nt basis. For that purpose there are ample 
funds available in the International Bank and in the Export-Import 
Bank, and I should make note of the fact that tlhe administration 
requested an increase in the funds of the Export-Import Bank at this 
session of Congress. 

Chairman Ricuarps. Are there any other questions? 

Mr. Hays. I would like to ask a question and I think it can be 
off the record. 

Chairman Ricwarps. Off the record. 

(Discussion off the record.) . 

Mr. Hays, On the record, I would like to ask Dr. Iverson about 
the problem of coordinating these programs. You see, we have a 
mixed picture. We have the institute, which is a Delaware corpora- 
tion, you say? 

Mr. Iverson. It’ was originally, but today it is a corporation 
created by act of Congress. 

Mr. Hays. Yes. rerember our Banking Committee handled 
that. We made it a Government corporation. Also, we have point 
4, and so on. 

Now, administratively, do you think we need to make some im- 
rovements in that, so that we do not have this wultiple approach! 
or axenne take the foot-and-mouth-discasc campaign. Has that 

Mage con uded? That is under the Department of Agriculture; is 
it not 

Mr. Iverson. As to the program in Mexico, I think you could 
say that the hoof-and-mouth disease has been eradicated, and only a 
maintenance program is going on there now, to make sure that any 
outbreak will be taken care of. It has been successful. 

Mr. Hays. There was coordination at the Mexico City level with 
your program? 

Mr. Iverson. Yes. 

Mr. Hays. What is your answer to the problem of improving 
coordination of the various programs? I have selected Mexico, 
which is typical. 

Mr. Iverson. First, Mr. Hays, I would like to have the record 
straight. Iam not a doctor, but I am just a plain “mister.” 

There is coordination on the ‘country level that I think ‘1s pretty 
effective at the present time. First, through the American embassies 
and the staff of the embassies the ambassador has jurisdiction over all 
the pro in the country. Our people operate under continuous 
instructions in two fields, in effect. One, to find out what the otber 
people axe doing so that we can cooperate with them; and, socondly, 
cooperate not only with the United States agencies that are there but 
also with the multilateral agencies of the United Nations groups. 
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There may be areas of improvement, but Dr. Bennett is Adminis- 

trator of TCA, and I am confident he has that continuously in mind. 
Ar. Hays. That is all, Mr. Chairman. 

Mr. Iverson. Mr. Chairman, I would like to supplement an answer 
to Mrs. Kelly’s question, if I would bo permitted to do so. 

Chairman Ricnarps. Fine. 

Mr. Iverson. She raised the question as to whether these coun- 
tries are going to contribute more because of their increased dollar 
earnings. I think the figures over the ycars in the development of the 
program and philosophy of the program definitely provide for the 
countries to increase their contributions. 

I have figures before me here which show the total contributions 
for the Institute and the local governments, and they start from 1943, 
when the program was started. 

Tho contributions of the local governments in 1943 were $1,644,000. 
Last year 1950, which is the last year for which we havo figures 
tabulated—and that is one gage to tho effectiveness of the Institute 
program —the contributions were up to $16,967,000. 

he ratio in 1943 was about $3 from the United States to $1 of 
the Latin-American countries, but on the program contributions to 
these programs in 1950 the ratio was $1 from the United States to 
$8-plus from Latin America. That is only for the Institute programs. 

In addition to that, the effect of the programs on the governments 
is that they are rapidly increasing their budgets for agricultural de- 
velopment, health, sanitation, education, and transportation, so that 
they are using their increased revenues very effectively. 

think that to some extent, as a result of the work we have been 
doing in tho Latin-American countries, they have seen the desirability 
of using more and more of their revenues for these basic services. I 
do not have the figures before me, but in Chile the public-health budget 
went, from 33,000,000 pesos up to 233,000,000 pesos. That is about 
10 times in 8 period of 6 years, so that not only are they pulting more 
money into the United States cooperative programs, but also into 
their own related programs. ; 

Mrs. Ketty. That is the genera! pattern of all these programs; the 
initial cost is high. | 

- Mr. Iverson. Yes. — ; 

Mrs. Ketry. But I just wondered in the light of their increase in 
income why they could not assume some of it, or a greater amount 
of it. 

Mr. Iverson. I think the answer 'is that they are. 

' Mr. Miuuer. There are also other uses to which the increased 
income can be put, and is being put, primarily for capital-investment 
programs, . 

_ Mra. Ketry. Thank you. | Lo. 7 

' Chairman Rrenarps. Thank you very much, gentlemen, for your 
appearance here this morning. I am sure your testimony will be very 
valuable to us. ; 

The committee stands adjourned until 7:30 tonight. 

(Whereupon, at 12:15 p. m., the committee adjourned until 7:30 
p.m.ofthesameday.) ~~ , OD bats 
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NIGHT SESSION 


The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 7:30 p. m., Hon. A. S. J. Carnahan (acting chairman) 
presiding. 

Mr. Cannanan (presiding). The committee will come to order. 

Our first witness this evening is one of our colleages, Congressman 
Charles J. Kersten, of Wisconsin. We are always glad to have our 
colleagues with us and to appear before the committee. 

Congressman, you may proceed as you desire. 


STATEMENT OF 'HON. CHARLES J. KERSTEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Kersten, Thank you, Mr, Chairman. 

Mr. Chairman, I deeply appreciate the opportunity to appear before 
the committee on this most important measure. 

The Soviet threat is the avowed reason for this $8 billion program. 
But the prospectus furnished by the executive department fails to 
recognize the genesis and nature of this threat. It treats this crisis— 
one of the greatest of all time—as one without cause. 

Of course, we have to become militarily strong and so do the rest of 
the free nations. But unless we direct our efforts toward removing 
the cause of the Soviet danger, those efforts are likely to be for naught. 

The proposal of the administration is little more than a long-term 
armaments race. 

Because it has murdered over 40,000,000 of- its own citizens, the 
Soviet regime is forced to devote most of its economy to the weapons 
of the pofice state and of war. Otherwise every one of the members 
of that regimo would probably be strung up by his own people for the 
arch criminal that he is, 

Is the best answer of the free nations to this threat nothing more 
than to arm in defense against the peoples of the Soviet Union whom 
the tyrants of the Politburo have enslaved? If this only is our course, 
then world war ITI is virtually guaranteed. 

The chief victims of communism are the peoples behind the iron 
curtain. Slave labor camps, perverted courts of justice, and over- 
worked execution squads have forged a potential resistance to com- 
munism that the free nations have given little thought to. These 
peoples can be our greatest allies against the regime that threatens the 
peace of the world. so 

Statements made net long ago by our Secretary of State indicate 
we have abandoned these ‘greatest allies of all against communism— 
the 800,000,000 ‘victims of the police state—and that we are content 
that the world be half slave and half free. 

On March 16, 1950, at the University of Californid, Secretary of 
State Acheson said: 

However much we may sympathize with the Soviet citizens who for reasons 
bedded deep {n history are objiged to Iive under it, we are not attempting to 
change the governmental or social structure of the Soviet Union. 

On April 22, 1950, in Washington, D. C., before the American 
Society of Newspaper Editors, the Secretary of State said: 

We do not propose to subvert the Soviet Union. We shall not attempt to under- 
mine Soviet independence. 
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Tadies and gentlemen, I believe that. unless the Soviet regime is 
undermined, subverted and overthrown it will bring us war. 

We must frankly face the fact that blundering and sragie steps in 
American foreign policy have helped to make the Soviet threat what 
it is. The tragic steps we have taken, gnd the mistakes we and the 
rest of the free world have made and continue to make, give the Com- 
munist peri! much of its character and strength. 

If we are to cope with this peri] we must retrace sone of those 
steps and cease dealing with the Sovict regime and its satellite states 
as though they were legitimate povernments. , 

One of the first dynamic errors that gave the Commuists the oppor- 
tunity to draw upon the technical accomplishments of the civilized 
world and pervert them to their own aggressive desiane was the recog- 
nition in the year 1933 by the United States of the Bolshevik regime 
as the legitimate government of the Russian people. __ 

We had known all along that this same Bolshevik clique perverted 
the freedom that the Russian people had gained in their democratic 
revolution in February of 1917, when in January 1918 this ruthless 
clique drove the duly elected constituent members from the Assembly 
in St. Petersburg with bayonets and from that time until now they 
fastened and maintained chains of slavery on the Russian people. 

Further tragic errors on our part occurred during the late war when 
our military strategy was blunted by American diplomatic deference 
to Stalin’s postwar plaus for the control of Eastern Europe. 

ments made by us at Tehran, Yalta, and Potsdam were major 
Soviet diplomatic victories—and_ major American diplomatic defeats. 

American postwar policy in China sought to force a coalition in 
the government of China between the Chinese agents of Moscow and 
the Chinese Nationalists. This helped Communist armies drive the 
Chinese Nationalists from the mainland and put China behind the 
iron curtain. ; 

The bitter fruit of these mistakes in American foreign policy is 

the reduction of the eastern European nations and of China to the 
status of Soviet satellites. And it is precisely because it has these 
satellites, precisely because it holds a guilty subversive hand on East- 
- ern Europe and upon China, that Sovict Russia constitutes the world 
dancer against which we arm. 
.. If the Communists had not gained control of China there would 
never have been a Korean War. And we helped her gain control of 
China. If the Communists did not hold Eastern Europe there would 
be no point in General Eisenhower raising a European army. And we 
helped her gain control of Eastern Europe. 

Yet, our top policy makers seem content to legitimatize these crim- 
inal Soviet conquests. We recognize most of the stooge Soviet regimes 
of Eastern Europe, and there is an indication that we may recognize 
the Red government in China after Koren is settled, if a majority 
of the United Nations vote to seat the Red delegates. ; 

_ As long as Soviet Russia holds Eastern Europe and China, she will 
be a threat to world peace, 
_ We must, therefore, take steps toward the Jiberation of Eastern Eu- 
rope and of China to avert all-out war between the peoples ‘of the free 
world and the peoples of thé Soviet Union. We must take steps to 
_ isolate the Soviet regime from the society of nations, and, when the 
: ) 
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proper time comes, help the Soviet people liberate themselves from 
their enslavement. 

First, w should withdraw recognition from the Communist regime 
of Moscow. We should also bring our full weight to bear to force 
the expulsion of the Communist regime from the United Nations. 

In examining the state papers that were the basis for our recognition 
of Sovict Russia, I find in the letter of Mr, Roosevelt, dated October 
10, 1933, to Mikhail Kalinin, President of the Sovict Union, the para- 

raph that. states the essential purpose of our recognition of Soviet 

Russian. It is as follows: 

Tt Ix most regrettable that these great peoples, between whom a happy 
tradition of friendship existed for more than a century to their mutual ad- 
vantage, should now be withont a practical method of communteating dircetly 
*vith each other. 

That is from the letter of President Roosevelt. Kalinin’s response 
was as follows, in part: 

BT have always considered most abnormal and regrettable a situation wherein, 
during the past 16 years, two great Republics—the United States of America 
and the Union of Soviet Soelallst Republics—have lacked the usual method of 
communication and have been deprived of the benefits which such communica- 
tion could give. 

The history of the relations of the two peoples since 1933 shows, 
however, that since that time the peoples of the Soviet Union have 
been held incommunicado from the rest of the world. Even prison- 
ers in a penitentiary have a visitors’ day when they may talk with 
people from the outside, but it is now actually a felony in soviet law 
for the average Russian citizen even to converse with a foreigner. 

So tho basic reason for recognition—communication between the 

woples—iloes not exist. The American Ambassador and his staff in 
Moscow are virtual prisoners, The Soviet Embassy and consular 
offices in the United States are largely centers of espionage. The peo- 
ples of the Soviet Union have absolutely no means of communicating 
with the people of the United States. : 

Continued recognition by us and dealing with them in the United 
Nations merely gives a respectable cloak to the PAranors purposes of 
the Communists to subvert and conquer the world. 

Secondly, we should withdraw recognition of the Soviet satellite 

overnnents of eastern Europe. Every one of the satellite embassies 

rere in Washington is likewise little more than a potential center of 
espionage. ‘They certainly in no sense represent the people of Po- 
land, Rumania, Czechoslovakia, or Hungary, or the others. Each 
one of these diabolical—I say the word advisedly—satellite regimes 
seeks to crucify the Christian peoples of eastern Europe on the cross 
of atheistic communism. 
Third, we should take steps to give dignified asylum to the refu- 
gees from behind the iron curtain. : ; 

Fourth, we should help form eastern European nationals, avail- 
able for military service, who have escaped from behind the iron cur- 

tain or who will in the future escape, into their own national units 
to be attached to the European Army. 


Fifth, we should let the people behind the iron curtain know that | 


we will do everything we can to work for their eventual liberation. 


Sixth, when the time is opportune we should actuall assist the 
people behind the iron curtain to liberate themselves. The time for 
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assistance of this type may already be ripe in China, and it may be too 
late 6 months ora year from now, with the execution squads continuing 
in the main cities of China. 

By redirecting our policy with regard to eastern Europe and China, 
we can demonstrate to the world that America is not motivated by a 
mere groveling fear, that wo can do something more than assume a 
mere posture of defense. Ten years or more of mero armament for 
dofonse—especially with the tenor of this measure as drawn by the 
Defense Department—10 years or more of mere armament for defense 
would probably give us military arthritis, 

By so redirecting our policy we can demonstrate to the world that 
wo stand for principle and morality among nations, Such a rediree- 
tion, hong it means retracing our steps, would put us on tho path of 
real moral leadership. 

One word more as to the amount asked in this bill by the executive 
départment: I have no way of knowing at this timo the cost. or extent 
of military requirements that it would be advisable for us to furnish 
other countries, but I suspect, however, that the amount is highly 
excessive. 

I suspect also that much of the thinking of the project has been done 
by that band of bright poung men in the lower echelons of the State 
Department who secretly tell one another that socialism and the So- 
cinlist elements in foreign countries are the chosen instruments to save 
democracy. 

But I do not think that this committee will be taken in by that feel- 
ing. Iam sure that every member of this committeo will act solely 
from purely American viewpoints. 

Mr. CARNAHAN (presiding): Wo will go around and givo everyone 
a chanco por qucetioning if they care to do so. 

Mr. Vorys 

Mr. Vorys. You mado a very comprehensive review of our foreign 

licy and pointed out some of the rensons for our present failure, Mr. 

ersten, and it is extremely helpful. 

On your six points as I have heard you givo them, and skimming over 
them in your written statement, it would appear to me that there is only 
ono of them that might have a place in this pending legislation. ‘That 
would be to form cadres froin east European nationals for military 
service in the European army, 

Now as you know, according to the papers thers is talk that a five- 
nation European army is being pro : 

I wonder if you have given any thought to the way in which a re- 
quirement or authorization for that might be put in this legislation. 

Mr, Kersten. Well, Mr. Vorys, as to the precise juridical or inter- 
national logal situation, I suppose there may bo certain difficulties 
but I think they are difficulties which should not atand in the way of 
setting up such cadres, 

Under the present law, as I understand it, such people might be iu- 
corporated'in the American Army. But T think it wontd be much 
more effective for propaganda pur bese behind the iron curtain were 

é where they would be recognized as 
to where they were from; in other words) Czechoslovak. people, Slo- 
vaks, Hungarians. : . | 

Mr, Vorve. A Polish Legion, for instance. 

Mr, Kersren. Polish Legion and that sort of thing. 

, 
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It. seoms fo me that we should cut through any juridical difficulties 
and actually help such units to be formed and attached to the NATO, 

Mr. Vorva. I thoroughly agree with you, and I know this: ‘That if 
there were a way to do that, ¢o let theny preserve their national desig- 
nations through regimental flags and patches or something or other, 
as no doubt the umits in the European Army might oven do, though 
they might have uniforms that were all the same, tho saving in money 
would bo cansiderable over bringing them into the American forces 
where wo have a far higher standard of pay and maintenance than 
they have in all the European countries, 

So your suggestion would be ono that would have great propaganda 
force because it would have great moral force, and I think it would 
also be a measure of sound economy. 

Mr. Kersten. Yes, sir. 

Mr. Vorva, And IT hope you will think along with us in the way 
that that might bo written into this law. 

Mr. Carnauan (presiding). Congressman, you didn't have the 
idea of taking these people into any one of the national armies of 
Europe, into an army that would ben French Army or Belgian Army 
or British Army, did yout 

Mr. Kersten, Ina senso that is correct, Mr. Chairman. It seems 
to me that by taking in these nationals, say into the American, French, 
or the other armies, wo would thereby lose a great deal of the propa- 
ganda potential. 

If they are formed into units like, say, Polish legions or Hungarian 
logions, and designated and operated as such under the proper com- 
mand, to be connected with the free forces, it seems to me it would 
have a tremendous propaganda value, In other words, it wauld be 
something which the average person in Hungary or Poland coutd 
sean picture of ar hear described particularly. 

Tt would be simple and T think much more valuable propaganda- 


wise, 

Mr. Vorya. If I may be indulged fora minute: Tn our own armies 
we havo now hit upon tho idea of preserving the identities of outfits, 
such as the Thirty-seventh Division, which happens to be the Ohio 
Division with a history now of some years. And there are many other 
divisions that have a tradition and an association. 

It is true they are issned the same arms and the same uniforms, 
and the chain of command does not recognize this divisional identity. 
But the morale inspired by having such divisions in our own forces 

isa good thing. 

‘It seems to mo that we could do two things: One is go forward 
with this European Army, which I happen to think is a great idea, and 
five nations have representatives that havo a to it; but put into 
it cadres of proper size, and so forth, who would be subject tothe Army 
discipline but would be identified by their source. 

Mr. Carnanan (presiding), From what. source would an army of 
this type get its equipment and its pay and its housing and its food? 

Mr. Vorya. I presume, Mr. Carnahan, that that is one of the things 
that they have worked out under General Eisenhower for this Euro- 
pean Army, where they are to have similar uniforms and a unified 
command. And it would be supported through contributions of the 
European countriee—and, I suppose, would end up with a contribu- 
tion from the United States. 

8570S—S1——11 
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Mr, CarnaHan spr oe): Well, I was thinking that if you were 
to have much of a European Army, our contribution might have to 
increase. Those soldiers would have to be paid and housed and fed 
and clothed. 

The American units in Europe at the present time are still on the 
American payrolls. ; 

Mr. Vorys. I dragged out of the Army, in 1949, some figures which 
I put in the record, which showed that on the average a European 
soldier could be equipped and put in the field and maintained there 
for a third of what an American soldier would cost in dollars. 

Mr. Zastocsr. That is under European command. 

Mr. Vorys. Yes. 

Mr. Carnanan (presiding). And aid through European govern- 
ments. 

Mr. Vorys. Yes. 

Now I think the discrepancy is even greater than a third. But if 
the Europeans would band together and support such cadres, re- 
cruit them, and v a would possibly contribute the arms and they would 


. contribute the Bi pay, and maybe uniforms, it seems to me you 
it 


have a t possibility there. . 

Mr. Zanrockt. There are always a lot of difficulties. We have our 
difficulties now with all armies. 

Mr, Carnanan (presiding). There would certainly be a lot of 
details to work out. 

Mr. Zastoce:. Mr. Vorys, don’t. you think the law passed in the 
Eighty-first Congress provides that units would be admissible under 
certain conditions? : 

Mr. Vorys. It was 2,500 then. I think it has gone to 25,000 now. 

’ Mr. Zasiockt. Eligible to fight under the American flag. 

Mr. Kersten. An American army, but they would not be eligible 
as American citizens though. ; 

Just to say one word on the remark that you made, Mr. Chairman, 
it seems to me that if such individuals were taken into such an army, 
it would necessarily cut down on the necessity for the number of Amer- 
ican troops that would be required without them. 

- But much more important than that is the fact. that such individ- 
uals—Poles, Hungarians, and others—when fighting under their own 
identity, it seems to me, would be a terrific shaft at the iron curtain 
that would have tremendous propegants value and be very unsettling 
for the regimes of Poland andso on. And therein lies its great value. 

Mr. Carnanan (presiding). Mr. Zablocki? 

Mr, Zasiockt. I certainly want to welcome our colleague from Wis- 
consin, and I think we can agree with certain provisions in his testi- 
mony and some of the ideas he has presented. 

However, I personally feel that the testimony is more applicable to 
the resolutions that you have introduced which are now pending 
before our committee as to the termination of diplomatic relations 
with the Soviet and satellite nations than it is to the mutual-defense 


_ bill that we are considering now. 


You certainly are not in opposition to fhe defense bill? 

‘Mr, Kersten. Well, I feel that if the bill or the measure were to be 
set up as indicated by the data and material furnished by the executive 
department—that is all I have seen, of course—it would be largely for 

died fo that — 
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Mr. Zaniockt. Certain policy provisions? ; 

Mr, Kersten, Certain policy provisions tliat, instead of constitut- 
ing a purely defensive armaments race, should be pointed toward the 
liberation, particularly of the eastern European countries, and of 

na, 

Mr. Zantockt. Is it your view then that our foreign policy should 
be to change the governmental or social structure of nations by force, 
as you imply here? . 

Mr. Kersten, I would say that we should do all we can to assist 
these enslaved peoples at the proper time to overturn their own 
regimes by force if necessary. 

Mr. ZanLocki. At the proper time and timing is essential. I agree 
with you that we should assist. 

Mr. Kersten. And I think right now in China that situation may 
be ripe, and it may not be ripe for too long. 

Mr. Zasiocki. The reason for my question is your statement on 
page 2: 

Uniess the Soviet regime Is undermined, subverted, and overthrown. 


Mr. Kersten. Right. Not that we would overthrow it, but that 
we weuld do all we can to assist the people enslaved to overthrow 
these regimes that enslaved them. 

Mrs. Kexiy. Have you any suggestions as to how we could bring 
that about? . 

Mr. Kersten. Well, I think one thing we should do, right off, that 
we can do, is to terminate diplomatic relations with all these regimes. 
Right now we are recognizing them as legitimate governments, I 
think that by that action on our part, while many people in the dipto- 
matic circles may feel that it does not mean too much, nevertheless the 
ordinary person, the average citizen, the average Pole, Hungarian, 
and the rest, feels that it means that we think they are the govern- 
ments, the real governments, of these people, that we have abandoned 
them to these governments, which in a sense we have now. 

So I think that one thing we can do right now is to cut through 
the diplomatic froth and false facade, and'call these regimes actually 
what they are and let the people know what we think of them. 

Mr. Zasuockt. Are you hot in effect defeating the very purpose you 
have in mind when you state that— 

Even prisoners In a pentteutlary have a visitors’ day when they may talk with 
people from the outside— . 
when you advocate termination of all our relations, diplomatic and 
otherwise? If you are going to cut off diplomatic relations, you are 
then cutting them off from the free world entirely. 

, ait least now we have an opportunity to study them if we have mis- 
sions or embassies in these satellite countries, and we have an oppor- 
tunity to observe them, to observe the governments that are enforced 
on these people. But if you are going to withdraw recognition and 
terminate diplomatic relations these nations are left to the complete 
influence of the Soviets. 

Mr, Kersten. I do not agree with you, Mr. Zablocki, 

Mr, Zaptockt. Nothing would please the Soviets more than if we 
made the irm curtain more absolute, 

_ Mr. Kexsren, Well, I think that by maintaining diplomatic rela- 
tions with then we are letting the people think, letting the Peles and 
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the other peoples think, that we recognize the governments as legiti- 
mate governments of these peoples, which they are not. And I do not 
think our Embassies there are listening posts as you imply. I think 
that our Ambassadors there and their staffs are virtua) prisoners 
in the Embassies. 

_ Mr, Zantocxt, They may be prisoners to an extent, but they are 
listening posts, Mr, Kersten, when visiting in Europe and Hun- 
gary in 1949 it was my observation that because we had a mission in 

ungary we were better able to understand the conditions of the 
Hungarians living under the Communist regime. Our diplomatic 
mission made possible the little information services that wore offered 
to these Hungarians. They could learn nothing of our efforts toward 
peace and freedom if we did not have that mission. 

Mr, Kersten. That might have been truce 2 or 3 years back, but I 
think the condition is tightening in Hungary and Poland. 

{r. Zastockt. If we should, as you advise, withdraw and close 
these diplomatic contacts we have in these satellite countries, you are 
going to shut off the oppressed peoples completely, shutting us olf 
from learning about them, and shutting them off from learning about 
ns, 

Mr. Kersten. I would like to ask you a question: Do you think 
that any oF these regimes ata yeep reene these people? 

Mr. Zastockr. Oh, no. Everybody knows they are not representa- 
tive of the people. These governments represent the minority of the 
people, a very, very small minority. 

Mr. Cannanan ( presiding) But they are the existing governments 
of the countries at the present time. 

Mr, Zastocnt. May I just ask one more question, Mr, Chairman. 

Mr, CaRnanan (presiding). Yes. 

Mr. Zanrocks. What effect would our not recognizing these gov- 
ernments have? Would that cause these governments to cease, or 
disintegrate? They would still exist, would they not? 

Mr. Kersten, I think we should not recognize them for the same 
reasons we do not now recognize Red China, and the same reasons we 
did not recognize Soviet Russia from 1917 to 1933. 

Mr. Vorys. Gentlemen, in 1931, under Secretary of State Stimson, 
we adopted a doctrine of nonrecognition of governments that took 
over by force. We were laughed at as being non-realists in some parts 
of the world, but we never recognized Manchukuo. 

Now we have reversed that and we have recognized these govern- 
ments that took over by force, Poland and the rest of them. Tho 
reason given punticly is that we can have a public spy, 8 listening post, 
and a peephole in the middle of that country. 

I want to say that I sRONuENY agres with the gentleman that our 
past experience has shown that the high moral standard was the pref- 
erable one, and thank goodness we are following it as far as China is 
concerned. 

Mr. Kersten. I agree with the gentleman. 

Mr, Zanrocg. I want to say that some countries, Mr. Vorys, were 
not taken by force, but through trumped-up elections. I would like 
to see some way of withdrawing our recognition. But at this time we 
would not be helping the people of these satellite countries.. We would 
be leaving them to their present fate by following the recommenda- 
tions just presented. . } 
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Mr, Carnanan (presiding). Mrs. Bolton? 

Mrs. Bouton. I appreciate your being here. You are always a very 
stimulating thinker and a charming person. ; 

In your third point here where you say “wo should take steps to give 
alignified asylum to the refugees,” just what do you mean by that? 

Mr. Kersten. By that, Mrs. Bolton, I mean this: In looking into 
the situation somewhat, as one who is far removed from the European 
scene, it is my understanding that there are quite a few refugees from 
behind the iron curtain who are tossed from ono place, from one coun- 
try, to another in Western Europe, who make their escape. And they 
ro ie find things too well so far as getting along. There is no status 

or them. 

I think that the European nations and ourselves should get to- 
gether and formulate a policy with regard to these refugees so as to 
make it actually attractive to them to make their escape so that they 
will, where pols be taken care of. The more people that we can 
get from behind the iron curtain and the message concerning whom 
can be sent back behind the iron curtain, that the world beyond is not 
the hell that is painted by the Soviets, the more we can weaken the 
Soviet regimes. That is our No. 1 objective. 

Mrs. Bouton. What would you say would be necessary in the way 
of machinery to screen those peoples so we would not be running the 
risk of bringing over a lot of very thoroughly trained Communists? 

Mr. Kersten. Well, that of course would be a practical problem, 
but I do not think it would be an insurmountable one, 

Mrs. Botox. We cannot get behind the iron curtain to do our 
screening there. 

Mr, Kersten. No; that is true. 

I recall reading not long ago, that the Soviet garrison in one of 
the satellite countries—I do not recall which one, it was last spring 
sometime—revolted and they were wiped out by a tank division 
that was sent down there to do that. 

And simultaneously, in the same country, I believe it was 400 cadets 
that were shot because they also revolted. Now if they had known 
that they could have made their escape from behind the iron curtain 
some way or other and be taken care of, they would be tremendously 
valuable propagandawise. 

I think, for example, a place like Spain might be induced to furnish 
an area, a place still on the European continent, behind the Pyrences 
somewhat safe, somewhat of a refuge. ard might be persuaded to 
set aside an area to take care of some of these people. Their care 
could be provided for jointly by tho free nations, including us, 

TI would like to see if possiblo several divisions defect from the 
Soviet armed forces; and once that sort of thing began to happen, 
then you would begin to bore into the basic structure of the monolithic 
Soviet system, I think. 

Mrs. Borron. Of course after years of study on Communists and 
communism, part of which have been years on a subcommittee of this 
comimnittee, I would be very reluctant to trust. any such divisions, 
Real Communists are trained so very thoroughly in what one might 
call camouflage. And we have not learned to differentiate. We did 
not know when we turned people back on those bridges in Eastern 
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back in because we had absolutely no understanding whatever. I 
think we can be so very ignorant. 

Mr. Krasten. I agree. 

Mrs. Bouton. I am all for helping the people who are continuing 
to have a feeling of unrest under Mr, Stalin. As a matter of fact 
that is one of the most encouraging things that is going on. 

Mv. Kersten, [think what you say about turning tho people back 
is certainly true. 

Mrs. Boron. It mars our own record. 

Mr. Kersten. Recalling what might have been done in that case 
if they had been kept in the West, that is something in the nature of 
what I think could even be done now. 

Mrs, Boron. 1 think perhaps there is more feeling building up 
over there than we realize. Certainly Tam in whole agreement with 
your feeling that. wo must be ready for the moment when those up- 
renee may take place, to give them the encouragement that they Xo 
need. 

Mr. Kersten. I think that inasmuch as this project is primarily and 
almost. solely directed at the Sovict threat, it should be oriented at the 
liberation of Eastern Europe and China, 

Mrs, Bontron. Mr. Chairman, may I ask one more question ¢ 

Mr. CARNAHAN Cprehline): Yer. 

_ Mrs. Borror, What makes you feel that the moment is now in 
Chinat 

Mr. Kersten. Because of tho almost daily reports that come from 
China that there are large numbers of people being executed in the 
various cities of China. “It would indicate that resistance is pretty 
widespread throughout the entire area. 

Mrs. Botton, It is a pretty big area. 

Mr. Kersten. Yes; it is a pretty big area, and personally TI be- 
lieve that if Chiang Kai-shek were aided with material whereby in 
the not too distant future he could parachute large munbers—sinall 
groups but a large number of them—into various parts of China, it 
neue stand a pretty good chance of rolling back the Soviet hold on 

shina. 

Mrs. Bouton. I do not know what the percentage is between military 
and economic help in this bill, but do you feel that the import of this 
bill should be more military and less of the economic help? 

Mr. Kersten. For the moment, that is, in this time we are in now, I 
think the military is the more important. 

Mrs. Bouton. Phank you, Mrs. Kelly, for allowing mo to run over 
nye minutes. <6, 

fr. CARNAHAN (presiding). Mrs. Kelly? . 

Mrs. Krizy, I want to join my colleagues in welcoming you here, 
Mr. Kersten. I think it is most helpful to learn the opinions of our 
fellow members. . 

Ihave several questions. IhopeI have time for them. ; 

Mr. Carnanan (presiding). We will give you a long 5 minutes, 
Mrs. Kelly. 

Mrs, Ketty. Thank you, Mr. Carnahan, 

Do you believe woe should attempt to change the governments of 
other nations before we attempt to accept them as our allies? 

Mr. Kersten. Before we accept the peoples, do you mean? 
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Mrs. Kesry. ‘The governments. 

Mr. Kersten. Will you please repeat the question? 

Mrs. Ketzy. Do you believe we should attempt to chango the gov- 
ernnents of other nations before we attempt to accept them as our 
allies or give them assistance? For instance, Spain, ‘Tito? 

Mr. Kersten. Well, 1 was going to say before I concluded that I 
would like the privilege, if I may, of furnishing a statement with re- 
gard to Yugoslavia, and I will have it prepared tonight if that is pos- 
sible, Mr. Chairman. 

Mr. Carnanan (presiding). Without objection, you may file the 
statement and it will become a part of the record. 

Mr, Kerstex, Substantially my feeling is this: that we must bo ex- 
tremely wary of dealing with Yugoslavia, I think that the Tito re- 
gime is not ina postion to drive a sharp bargain with the United 
States. I think the Tito regime is on thin ice, and [ am extremely 
doubtful that the people of Yugoslavia are behind the Tito regime. 

I have heard many people say that the majority of Yugoslavs dis- 
like Tito even more than Stalin, and I think it is true that Tito also 
has a Communist state, a police state, 

But there is the practical siuation that we now have where there 
is a defection between Tito and Stalin, and it may be useful to us, use- 
ful to the free world, and even useful to the Yugoslav people tem- 
porarily to do everything we can to widen that rift. 

I think any hetp that we give Tito—and this I think is important— 
should be on certain definite conditions, and even though he may shy 
that “we will accept no conditions or we will not accept this, that, or 
the other condition,” there are certain definite conditions we should in- 
sist upon. 

Among them T think is that we should insist on religious liberty in 
Yugoslavia. 

Mrs. Kerry. The basic freedoms? 

Mr. Kersten. ‘The basic freedoms, yes. And of course he will have 
to go a long way before he performs those conditions, from what I 
hear about Yuyoslavia. 

Mrs. Ketry. tn other words, to be realistic at this point, do you 


think we should give Tito aid on the condition that he accept ‘the | 


basic freedoms? 

Mr. Krasven. That is right. But definitely on conditions. 

Mrs. Ketry. 1 would like to cut off diplomatic relations with Tito 
unless he permits the basic freedoms. 

Mr. Kersten. Well, it may be that military people and those who 
have more direct information know or feel that he rugoslay divisions 
would not tight under Tito, and if that were the situation there would 
be no point in giving aid to Tito. And it may be that giving aid to 
Tito might help to strengthen his police state hold on the Yuiroslay 
peaple, which T would be against. 

The conditions that we should Iny down should be such that these 
things could not be done. 

_ Mes. Kenny. Well, you also believe, then, that we should be realistic 
in our approach to assistance to any country? 

Mr. Kersten. Definitely. 

Mrs. Kevty. And if from our vantage point it is necessary to assist 
that government from a standpoint of security for the United States, 
you would agree with us on that? 
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Mr, Kersten. If we can do it without abandoning principles. 

Mrs. Ketty. Then we may not necessarily at this time be able to 
sever our connections or cut off our diplomatic association with na- 
tions because it is beneficial to the security of the United States that 
we maintain them at this time? 

Mr, Kersten. I believe it would be to the betterment of our security 
to cut off those relations, 

Mrs. Kexiy. Then we would have to cut off Tito? 

Mr. Kersten. I do not think that Tito is in the same position as the 
satellites. He is not at present a satell’.2 of Moscow. 

Mrs. Keity. Then you do not fear nationalistic communism as 
much as you do communism which is Moscow-directed ? 

Mr. Kersten. I fear it in the long run, but not in the short run. I 
do not think that there is much of a chance right now, as circumstances 
exist, that Tito would be a world conqueror. 

Mrs. Ketxy. Well then, would you accept the statement in our for- 
eign policy that it is expedient for the security of the United States 
at a time to assist Tito, while we do not accept his form of govern- 
men 

Mr. Kersten. I would say that in laying down these conditions 
we would prone uy change to a certain extent his form of government. 
I believe that our assistance should be more directly to the Yugoslav 


people: ; 

o you see what I mean! 

' Mrs. Kerry. Yes, Mr. Kersten. We are actually hoping to help all 
people to attain their God-given right but do you believe that we 
should accept Franco at this time without asking him to change his 
form of government? 

Mr. Kersren. Well, I think that before his death Admiral Sherman 
apparently, from news reports, had persuaded Franco to make certain 
¢ Wi ee there. Just what they were I do not know. 

I do not think that there is anything in the Franco government that 
constitutes potentially, or even in the long run, any world danger. I 
think there has been a great deal of misrepresentation on that score 
by the leftist governments, by leftists the world over. - 

. _I think if Franco had not beat his opposition in the Spanish Civil 
War, Spain today might well be a Moscow satellite. And that would 
be very bad for Hurope. aoe 

Mrs. Kexzuy. In other words, if a dictatorship lives up to its inter- 
national commjtments you would accept it 

Mr. Kersten. Well, I think in substance that would be true if one 
of those international commitments were to deal substantially fairly 
with its own people 

Mrs. Ketiy, Have I time for one more question, Mr. Chairman? 

Mr. Cannanan (presiding). One more. 

Mrs. Ketzy. Do you believe at this time that we should declare war 
on Red China? : aa 

ate Kersten. I think we are at war with Red China, have been and 
stillare. ; 

Mrs. Kexzy. But I mean a declaration by Congress. 

: Mr. Kersten. Frankly, I do not know whether a declaration of war 
would put us in a better position to defend our rights and to repel 
invasion. I am inclined to think that the proposals made by General 


j 
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MacArthur which were not declarations of war but to take certain 
additional ate effectively to oppose Red China, to me, as a Jayman, 
sound better than the measures we have taken. 

I do not think there was the danger that was indicated that Soviet 
Russia would rush into this war. 

But I speak only as a layman, not as a military man, certainly. 

Mr. Cannanan (presiding). Mr. Herter? 

Mr, Herter. I have no questions. I just want to thank our col- 
league for coming here and giving us his views. 

Mr. Zastockt. I have just one more question, Mr. Kersten. If we 
should include the political ramifications that you advocate in your 
statement on the Mutual Security Defense Act we are now considering, 
what effect would that have in the NATO nations as to our status there, 
or the status of the entire United Nations? 

Mr. Kersten, Well, Mr. Zablocki, I think that up till now we have 
been adopting the policy of trying to sound out, by putting our ear to 
the ground you might say, to find out how the various nations of the 
United Nations feel or how they would react. I think our prime 
motivation should be first to ascertain for ourselves what the right 
principle is in international morality and international dealings, and 
then after discussing it with our allies, unless we could be persuaded 
that it was wrong in principle, and wrong practically, we should go 
right ahead and assume the leadership. . 

{r, ZaBLockt. Go it alone? 

Mr. Kersten. I think we should assume the Jeadership, and by 
assuming the leadership we would then get the maximum help from 
our fellow nations in the United Nations. 

I think right now that this idea of “go it alone,” and this conflict 
of thinking along that line, is unrealistic. I do not think any one of 
those nations would break away from the United States, They could 
not afford to for their own safety. 

I think we should assume leadership based on proper principles, 
and I think these nations—most of them are Christian nations, most 
of them oriented in tho proper direction—would shake away from 
their own selfish positions and follow the leadership of the United 


States. 

I do not think there is any danger of our having to go it alone in 
this thing. 

Mr, Zapiockt, There are some charges that we have difficulty in 
getting the European nations to join in our collective security pro- 
gram today. Now, if we are going to include these ramifications do 
you think they would be willing to go along? ; 

Mr. Kersten. I think they emanate mainly from the leftist and 
socialist elements in these countries, Take in the question of Spain, 
for example: Long ago we should have insisted that Spain be included 
in the Atlantic defense seu: . 

Mr. Zasvooxrt. I agree with you and include Turkey and Greece. 

Mr. Kersten. France and England oniected right along, and still 
do. I think that if we assume the moral leadership they will follow. 

Mr. Zasvocgt. I have no further questions. _ 

Mr. Carnauan (presiding). If we have no further questions, we 
thank you for your ar peerance ’ 

Mr. Kersten, Thank you, Mr. Chairman. 
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(The statement referred to is as follows:) 
, CONTINUATION OF TESTIMONY OF CHARTES J. KERSTEN 
AID FOR YUGOSLAVIA 


The Mutual Security Program for 1952 propases to render ald to various coun. 
tries Including Yugoslavia, It is with respect to thls ald to Yugoslavia that I 
wish to direct some of my remarks. The proposition of ald to Yugoslavia re- 
quires particular study and attention because of the fact that Marshall Tito 
operates In Yugoslavia a police atate hasing {ta power on the use of force and 
terrorlsm. The immediate question then arises: 

In our effort to protect our own American people are we sotally Justified tn 
rendering ald to this tyrannical regime? We must clearly remember that the 
people of Yugostavia In all thelr history have probably never been subjected tan 
more frightening reign of terror than now exists in Yugoslavia, and the regiine 
which has created this tyrannical situation was born and weaned with the ald 
and assistance of the United States. We Americans will some day be obliged 
to answer to our Creator for the part we played In helping to impose thts relgn 
of terror upon the people of Yugoslavia. ’ 

If today, In rendering further ald to Tito’s regime, we merely Insure his con- 
tinuance in power and thus postpone or further lessen the possibility to the 
people of Yugoslavia of the return of thetr inherent rights and freedoms we 
cannot be morally justified In giving him ald under the proposed Mutual Security 
Program for 1952. And this {a true regardicss of how much this ald may pro- 
tect otir own country, for clearly we cannot buy our security at the expense of 
the rights and freedoms of the people of Yugoslavia. A good end can never 
justify an ev!l means. . 

Nor can we regard the action taken in passing the Yugoslav Emergency Re- 
Nef Assistance Act of 1950 as a proper precedent to justify sending economic and 
military afd to Tito. In that particular instance the question to be determined 
was whether the United States should send food relief to Yugoslavia to avert 
starvation of the ple. In that instance, becnuse the livea of the people were. 
involved, the sending of food to Yugoslavia was probably justifiable. In the 
present {nstahce, however, a starvation condition does not exist and, therefore, 

fore any ald cath be sent to Tito we must be able to show, first, that we are 
motally justified in sending this ald and, second, that {t is the best interests 
of the American people to do 80. 

The argument hag been advanced by- representatives of our State Depart- 
ment and othera, that the only alternative to Tito in Yugoslavia fs Stalin—that 
if Tito falla Stalih Will fake over. Therefore support Tito. This is an assump- 
tion which tnay or may hot be correct. This conjecture haa not been proved and 
of course it perhaps ié of such a nature that It could not be prored conclusively. 

However, if this assumption {s [n error and the real alternative to the present 
relgn of terror is not Stalin but rather a rule which recognizes the rights of 
the peopte, either with or without Tito, then ald to Tito cannot be sustified. 

The people of Yugoslavia are now fighting agalnst Tito in the only manner 
now available to them—by refusing to’ produce for the regline, hy not planting 
or cultivating crops and by work slowdowns. Already this economic squeeze by 
the people has forced Tito to make concessions, particularly in abandoning his 
plans for collectivizing the farms. If we merely ball Tito out of his troubles 
by giving him aid with no conditions attached, we are doing exactly the opposite 

f what the people of Yugoslavia are doting. We are Iightonlnug Tito’s econonic 
burden, while they are trying to increase it. We would thus be actlng against 
the aims and best Intereats of the people of Yugoslavia by lessening thelr squeeze 
which may make Tito yleld to the peopte of Yugoslavia further, and we would 
enable him to continue his ruthless practices without regard for the resistance 
of the people, Tito would not have to worry about the economic consequences 
of his communistic theories and terrorism as ‘long ae the United States waa 
financing him. In this connection It {s interesting to note the cominent in the 
Swiss newspaper Basler Nachrichten In the November 2, 1050. {ssue, which 

ates: | . 

“It would be great tuck if the wést does not realy pass this opportunity and 
corrects the faults made before. It ia not true when one affirma that Yugoslavia 
has to choose between Tito and Moscow, or Comiptorm. The alternative fs only 
one: Tite or freedom for the subjugated peoples”, 
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1 suggest that no one can be sure of the alternative possibilities In Yugoslavian. 
We can’¢ be sure whether the real alternatlye to deapotic rule by Tito Is either 
hy Stalln or freedoin for the people with or without Tito. 

In view of this fact of our lack of certuluty, we must be most careful to see 
that In rendering atd to Tito we do not merely fusure the continuance of the 
ensluveent of the people. To aveld this possibility and thus be sure that our 
actions With respect to Yugoslavin are morally justifiable, £ belleve that our 
Government should give ald to Tito only under conditlons which will {nsure 
geeater freedom for the people of Yugoslavia and greater security fin Qe exercise 
of thele rights. If compliance with these conditions fs assured, I belleve that 
we can thea and only then be Justiled In rendering certain ald to Tite, provided, 
hawever, that [t fs tn the fnterest of the American people to do so, 

Resides making atd to Tito morally Justiflable the exacting of certain condl- 
tons to our ald provides deflnite material benefits, Tn the final analysis it Is 
the Yugoslav people, net Nto, whont we desire as our aliles In any confilet 
agalust Stalin, aud we will gain far more support from thei if we help them to 
regain their rights. Furthermore, the people of Yugoslavia and other countries 
subjected to communism will not bellove that we are sincere in our opposition 
to Communist fnperialisin, 1€ we support Tito on the basis of nere expediency. 

We would also derlve econoinic ndvantuges from exacting conditions, Much 
of Tito’s difficultles Ile tn the fact that his ruthless practices have destroyed 
the willingness of the people to work efficiently, thus causing the deterioration 
of the Yugostay economy. The restoratlon of the rights of the people will in- 
crease thelr willingness to relfeve the economle difficulties which beset the country. 

In addition to these conditions tn behalf of the people of Yugostavia, we 
should atso Jay down other conditions of ald which pertatn to the economle 
and military situation In Yugoslavia, for, unless, we do this, we to a large 
measure would be pouring money down 1 rat hole, Otherwise there are other 
countries where we can put our money to good use. The conditlons which I de- 
lleve should be attached to any ald to Tito follow: 

Before any ald be permitted to be sent to Tito, Tito should be required to do 
the following: 

(1) Release all political and religious prisoners, other than pro-Cominformists, 

ce) ted forced labor and release all persons now working under forced-Jabor 
conditions, 

(3) Terminate collectivization of farms; promise to restore to former small 
Jand owners all farms heretofore collectivized. 

(4) Cease the practice of exacting quotas of farm produce from the peasants. 

(4) Promise to restore to their former owners all other property cunfiscated 
by the Government. 

(6) Permit all religious organizations (o operate freely, to own property, to 
conduct religious, charitable, educational, and medical institutions, 

(7) Permit every person to own property and to operate his own buslness or 
profession, 

(8) Retease all Greek children held tn Yugoslavia. 

(9) Vermlt Americans whe have {minigrated to Yugoslavia since 1945 to re- 
turn to the United States. 

(10) Vermit free movement of Americans into and within the country. 

(11) Arrange for the operation of teams of American economle and military 
advisers to agsist them in the sound development of the economy and the army. 

(12) Enter agreement to permit the United States if it desires to construct 
and operate alrtields in Yugoslavia and a naval base at Boca D1 Calttaro or 
elsewhere. : 

I recognize that the establishment of these or any conditions on our ald may 
be contrary to the ideas of the State Department as expressed by Mr. George 
Perkins and Mr, John J. Haggerty, when they appeared before this committee 
last December with reference to emergency rellef for Yugoslavia. I know, how- 
ever, that {t is the view of this committee that certain conditions are desirable 
with reference to any ald sent to Yugoslavia as is indicated by your actton last 
year, and I belleve this principle should be adhered to and extended. 

We are all aware of the fact that during World War IL our policy was to give 
Stalin everything he asked for without any questions or conditions of any kind 
§n the forlorn hope that he would respond to such buttering up in a spirit of 
friendliness ant then de willing to cooperate with us. We have discovered how 
foolhardy such a method of dealing with the Communist dictators is. Let us 
not repeat the same mistake again. 
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wane satel leche Digest, edited by Kenneth de Courcy, in its December 1050 
ne stated: 

“It is Important to realize that there is a growing feeling {n Yugoslavia that 
the Western Powers are taking the same attitude toward Tito as they did 
toward the Russians during the war. Many potential friends of the west say 
that ald for Tito, with no conditions attached, is a serlous mistake. If Yugo- 
slavia {sg to become a western asset, the reginie should be forced to modify its 
religious and economic policy. And it could be done. Tito has little real choice 
if he is to survive both the Russian military threat and the internal economic 


risis, 

Leigh White fn his book, Balkan Caesar, stated: 

“So be just as skeptical and as hypercritical [n dealing with our erstwhile 
enemy Tito as we have been In dealing with our Greek, Turkish, and Iranian 
allies. If it is the course of wisdom to demand reforms fn Greece, Turkey, and 
Iran is It not the course of folly to tolerate the myriad abuses of communism 
tn Yugoslavla? We have no right nor have we the desire to exact material 
concessions from any of our beneficiaries. But we do have the right, indeed 
we have the most solemn of moral obligations, to exact the utmost {n spiritual 
concessions from every tyrant who presumes to traffic with our alms.” 

Thus, in considering ald to Yugoslavia, it !s important that we weigh the 
true facts and be not beguiled by statements from people who think Tito Is “a 
awell fellow’ as George Perkins referred to him upon his return from Yugo- 
slavia in February, 

To give a broad picture of the situation that exists in Yugoslavia, I include 
herewith two reports from residents of Yugoslavia. Report A was made by 
an Intelligent observer residing in Yugoslavia In April 1051, Report B was made 
within the last month. £f cannot divulge here the name of the indiviauals who 
made these reports since St night endanger them. I can give you more detailed 
information about them privately but, for the purpose of the record, I merely 
wish to state that I believe the source of my information Is thoroughly reliable. 


YUGOSLAVIA REPORT A 


The numerical strength of the Communist Party of Yugostavia, taking in 
consideration only the fully indoctrinated members, {s estimated to be 8 percent, 
at the most 5 percent, of the entlre population which numbers approximately 
16 millions, After the confilct with the Cominform dissension within the party 
has been great and generally known. Cominform adherents are estimated 
to number orer 50 percent, but as the chief personalities have been arrested, 
the Cominform adherents have till now remained without leaders. The personal 
situation o7 Tito {In the party fs considered to be very unfavorable; he maintains 
himself t: position by means of organized force, and derives a distinct advantage 
from the support given to him by the west. 

Western support has completely confused the anti-Communist part of the 
people (a majority of over 95 percent of the entire population); they do not 
know wheter the west is supporting Tito in order to mainta!n him permanently 
in his positicn, or whether this {sa matter of military-political opportunism. 

A question that Is fréquently discussed in antl-Communist circles ts that of 
a possible caange of regime brought about by Indirect or direct Soviet action, 
and of the replacement of the present regime by a pro-Soviet government. Should 
auch a change take place due to direct Soviet intervention, it Is belfeved possible 
that Intervention of the Western Powers would ensue and world war IIl would 
break out.’ The prevailing opinion for the present is that the Soviets do not 
wish a third world war as yet, but fear of Soviet aggressive action is neverthe- 
less constant. 

A general {mpression {a obtained that “political reactionaries” have [n the 
last months been persecuted less by the regime, ever since closer contact with 
the west has been established; the reason, however, that the regime {s easing 
up on the reactionaries {¢ not that it has become more liberal, but because the 
reactionaries are not giving any pretexts for atrong countermeasures. The re- 
actionaries are not giving these pretexts because they have become completely 
apathetic. Sporadi¢ resistance offered by peasants Ia purely of local character. 
It flares up suddenly and is repressed promptly and violently, as it {s spontaneous 
and unorganised. According to the present state of affairs, the antt-Communist 

lassés ate so apathetic, depressed, and without any means, that It is impossible 

to ehrisageé the prospect of the people undertaking any organfzed action for the 

overthrow of the regime. However, there is one circumstance which may occa: 
: f 
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sion surprise, and this 1s the general poverty and extreme want of the people. 
They have nothing more to sell, there {s nothing they can buy. From day to 
day, with increasing anxlousness, people ask themselves the question: “Will I 
be able to keep body and soul togther this year?” This {s not said to stress the 
poverty and want. This is the awful fact. The question of physical survival 
is extremely acute. As consequence of this state of affairs mass suicidea are 
expected of disheartened people, or on the other hand a spontaneous revolt might 
break out amovg hungry and desperate men who fn their demented way may seek 
this {ssue from their misery, a misery which Is general and from which is spared 
omy an insignificant minority of privileged Communists. 

Tito and his reginie are hated, Just as communism fn general Is hated, whether 
{¢ be the Tito or the Soviet brand.. 

The spontaneous resistance to communism by the peasants is stubborn. The 
regime's plan to communize rural districts through the creation of agricultural 
work cooperatives has failed. All that has been written upon this matter by the 
regime are nothing but falsehoods, empty theorizing, and falsification of facts 
by use of unverified figures. The peasant work cooperatives which the regime 
has managed to set up, by using pressure, of course, are dissolved by their mem- 
here as soon as suitable opportunity arises. 

Youth, especially town youth, and In the first place school youth, arouses 
surprise by its resistance to communism, despite all the means used by the 
regime to win the youth over to Its slde. 

Political personalities of prewar times have lost practically all their signin. 
cance In the eyes of the people. It is typical that for the last 3 or 4 years no 
mention has been made in Croatia of Macek as leader of the Croatlan people. He 
fs not even mentioned at all. It is not yet possible to foresee who are the politl- 
clans who would emerge when the time comes. On the other hand there is 
great fnterest in the political activity of Yugoslav emigrants. 

Two points are stressed regarding the two main national groups—the Serbs 
and the Croats. Both la Belgrade and in Zagreb exist groups of Intellectuals 
holding the view that, once Yugoslavia is liberated, Serbs and Croats would not 
find [t possible to live togther In the same country again. They believe that this 
has been proved in the past. On the other hand, Serbian and Croatian masses 
realize that mistakes have been made by both sides to their common detriment, 
and that close tles between these sides are now imperative in order that the 
common enemy—communism—be overcome. It is considered that, once Yugo- 
slavia is liberated, it will be of utmost fmportance that the conduct of state 
affaire in Belgrade be exercised in a firin and capable manner which will frus- 
trate all attempts to break up Yugoslavia. 

The masses are completely unloformed about what {s taking place in the 
Western World regarding the fate of Yugoslavia. They have no idea how the 
matter of ald to Yugoslavia was discussed in the American Senate, what were 
the opinions expressed by many American Senators, and that ald was approved 
to the Yugoslav people and not to the regime. The Voice of America broadcasts 
are hardly listened to at all, as they favor the regime. People prefer by far to 
Usten to broadcasts from Hungary and other Cominform countries because of 
the sharp attacks and criticism directed against the present Yugoslav regime. 

American ald has not been felt yet among the people. Much [s known and 
spoken about this afd, but nobody except civil) servants has had any palpable 
evidence of {ts existence. It {s known that there are American missions and 
commissions which are supposed to supervise the distribution of this aid, but 
they are located In Belgrade froin where they are taken on sight-seeing excursions, 
are feasted and provided with entertainment by the regime, but are never seen 
in the field. Not a single mission or commission is known to have appeared in 
Zagreb or in Croatia to oversee the distribution of American ald. 

The brain of the Communist party of Yugoslavia and of the Yugoslav regime 
is considered to be Pijade Mosa, although considerable intellectual value {s 
es to Tito himself, but his past and his origin have not been clarified 
as yet. , 


The cconomic altuation 


The economic stralts in which Yugoslavia finds herself, and from which she 
cannot hope to extricate herself under the present economic order, have not 
resulted from the greatly publicized “drought” nor from the economie “blockade” 
from the east; they are due solely and exclusively to the chaotle megalomaniac, 
completely unrealfstic, theoretical-experimental attempt to replace tested means 
by something untried, and this not because of factual necessity but for {deological 
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and revolutionary reasons, the aim of which fs to destroy all that formerly 
existed. 

In the course of 6 years of “economle work and planning”, enterprises were 
undertaken disregarding completely practical and useful results, Numerous and 
huge factory bulldings were erected regardless of whether they could be furn.- 
ished with the necessary Installations, skilled labor or raw material. Inasmuch 
as it was possible to render these factories partlally capable of functioning, 
thelr management was entrusted to laymen with only political qualifications 
for the job, and consequently work was directed according to the pleasure of 
party members. Already existing and prosperous Industrial enterprises became 
enterprises of dublous commerelal value after they were natlonallzed. For 
example, a prosperous enterprise which formerly employed 60 to 80 workers 
and several office workers, suddenly took on 800 ¢o 500 workers (with the same 
installations) and 40 to 50 office workers with the result that the production 
costs were atch that nobody wanted to buy the goods. This manner of work 
was justified by the slogan: “In socialist economy and tn a spectalist state the 
financtal factor Is of no significance. ‘The financiat factor is part of the capitalist 
ayatew.” Wherever rich ore deposits were theoretically presumed to exist, new 
mining ‘Instatiations were erected {Involving Investments running fute astro- 
homical figures, the necessary labor was furnished, and the practical results 
achieved are far below anything that could possibly justify the expenditures 
entailed. For the needs of various managements of atich a gigantic plan, for 
the needs of a huge but Incffectual government apparatus, for social welfare 
institutions planned purely for propaganda purposes, huge bulldings and entire 
settlements have been erected, which were to be equipped with the most nodern 
home fostallatfons which never arrived. Huge sums were invested, hundreds of 
thousands of workers were put to work, and the result amounted to absolutely 
nothing as it was not possible to put any of this to practical use. Huge stims 
Were spent and yet nubody had any benefit of all this. 

The means for this work were (aken from the farmers, the most numerots 
(85 percent) and richest part of the population, but these never had any prac- 
tleal benefit from all the money taken forcibly away from them for this pur- 
pose. The farmers were congtantly and increasingly burdened with furnish- 
ing means destined to be used for profitless capital investment and for the pro- 
curement of foreign currency with which machinery was imported and in- 
stalled in factories having insuffictent skilled Iabor or raw material. As a re- 
ault prodaction in these factories was nil, or In the best case, {t was of very 
poor, almost unuaable quality. Due to rigtd centralization and to an enormous 
quantity of red tape, the insufficient quantity of goods that was avallable had 
to follow a long route through the so-called state administration. ‘This con- 
siderably slowed down the passage of goods from producer to consumer and 
often the goods so accumulated (often under the open sky) spoiled and re- 
duced stil more the meager stockpiles of their goods awaited anxiously by 
the people. Thousands of tons of goods were lost in this manner. The ultt- 
mate result of this waa the material exhaustion of all productive peopte. The 
peasanta were left without any reserves, and fn time lost their producing power. 
These were not helped In thelr predicament so as to better overcome their re 
sistance to communism and the communizing of rural districts. This is, in 
main lines, how the economlc collapse came about. 

jcullure, the chief branch of natlonal economy, will not be of much use 
to the people and to the government. The danger of famine, which was ex- 
plained by drought last year, will be at least aa acute as last year. The farmer 
has no seed, no fertilizer, and he does not want to work because all his work Is 
not sufficient even to pay all his taxes, 

The general economic situation fis such that there can be no work of rect{- 
fying {¢ under the present conditiona Any ald coming from abroad is just 
pouring sand into the sea. The sole way of restoring normal economic con- 
ditions in Yugoslayia is to replace the existing cconomle system by another 
that is based on sound economic policy and not on Communist theory, The 
Present regime will not deviate from its economic pollcy because such a change 
would {mply changes of political character both within thg country and in re- 
lations with other countries. However, Yugoslayla is not capable of effecting 
a change in Its economic system with its own Means. There ts not capital, 
private or state, In the country. To rehabilitate econoniically Yugoslavia and 
the Yugoelay people would require an investment of at least a billion dollars 
provided that this money Is not entrusted to the present regitie nor to a gov- 
ernment administration of the present type. j 

é 


THE MUTUAL SECURITY PROGRAM : 1123 


YUGOSLAVIA REPORT 8 (TRANSLATED) 


After the final breach with Moscow one could think that the Communist 
regime in Yugoslavia uight become more democratic. But Yugoslavia fs still 
a pure Communist country. The hard situation forced Tito to yleld toward 
the west In a way, becnuse he had to devote his main attention to preserve 
the nnity of his yarty, to clear It from the Cominform elements and to smother 
any opposition bloodily. It is obvious that the gulf between Belgrade and 
Moscow has become permanent, though no ideotogtcal differences divide both 
Communist countries, 

By receiving an hnportant afd froin the United States of America Tito was 
forced to pernit the entrance of many foreign newspapermen. But all the 
sympathy toward the west Is only apparent. Following statement at a party 
conference ls characteristle: 

“We nre between two evils right now: Cominform and enpitaliats, Cominform 
ts aggresstve and represents an acute foe; the capitalists are still asicep and do 
not represent any Iinmediate danger. Our role nowadays Is to create quarrel 
between them.” 

The decrease of terror does not represent any democratic measure, but ft 
only signifies the strengthening of the regime, the complete suppression of the 
freedom and high grade of the complete contro) over all and everything. 

Nowadays as before the Communists have the exclusive priority iu each 
field of the social life. 

Because of the economle difficulttes and various political trouble the situation 
in Yugusiavla could be characterized as a continuation of war. In many cases 
the Mving condittons and the security nre worse than during the war. This 
fact Is stressed by strong tendency of sucrificing everything for the army. 


Yugoslavia and Cominform 

Just after the Cominform resolution in 1048 the Yugoslav Communist leaders 
behaved huiably toward the U. 8. S. R. and kept telling that the discord was 
a confusion into which the U. 8. 8. R. was misted. But, later on, the relations 
grew worse, until they have come to the entire interruption of all economic, 
cultural and even partially of the diplomatic relations with U. 8 S. R. and the 
satellites. A number of the Yugoslav Communist Party declared being {n accord 
with the Cominform resolution, but the Government undertook bloody measures 
against them, The purge has constantly been carried out; the pro-Moscovite 
elements were put into prisons or concentration camps, but a rather great part 
were shinply liquidated. 

One could say that for the time belng there {sz not any illegal organization in 
Yugoslavia. Wefore there were some Coinlinforin teafiets and newspapers, but 
now one cannot find any of them. 


Living standard ; 

Due to the hard economic conditions the living standard is on a very low 
grade, far lower than before the war. : 

Kecuuse of exaggerated Industrialization huge quantitles of food were ex- 
ported so as to buy industrial machines; this provoked a terrible want of 
food, although the country could produce enough for Its population and even 
sow for export. 

Some quantities of food are guaranteed by the ration cards, of course, but 
they are absolutely Insufficient and even unsubstantial. The prices at the free 
(black) market are following: 


ini a Dinars 
ogram of flour.....-. 2222 *100-1 
t kilogram of fat._-.--.-....2.-22-.. eetiowe see ee cekGedecen sae 150 
1 kilogram of sugar..-..-..-.--.--2-- 2 600 
1 kilogram of onlon....-.--.....--..--222-- 120 
1 kilogram of beans_....._... me eaeeS eS ee oe Oh 100 
ds mieter of atu. 2 ooo Se ec rit) 
1 meter of artificial sllk_...._.... PwesClc ecco ese ccettastk eae 1,500 


1 Even sometimes 230 dinars. 

Certain articles are completely missing: soap, razors and blades, combs, 
eet rab sbeckgr yapousie apho elec, at this could be bought at the free (black) 
market from the people who are getting parcels from abroad, especially fro 
the Unfted States, but the prices are terrific. ; Ravan 
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The average salary is about 3,500 to 4,000 dinars per month, thus the pur- 
chase possibilities are miserable. One could get 5 years of prison or forced 
labor if caught on the black market. 

However, the peasants live the most miserably. They do not have any ration 
ecards and are forced to sell their products at tow prices and fn established 
quantities, which mostly exceed thelr productive capacity. Therefore one can 
see the peasant buying flour in towns, even ging, a picture impossible to 
have been seen before the war. The peasant must sell wool to the Govern- 
ve be dinars per kilogram) and buy Afnerican flour (100 dinars per 

ogram), 

The action for the collectivization falled, so nobody is forced to enter the 
kolkhosea now. A great lot of peasants who were the members of kolkhoses 
are now leaving them. 

Although the Communists consider themselves as the vanguard of the work- 
tng class, one can openly say that the worker’s living in Yugoslavia is far 
below the Ilving standard in the west, and much worse than before the war. 
Consequently, the working class is represented in the Communist Party by a 
very small number, So the party does not represent a party of the working 


class. 

Despite the famous assertions about the high productive capacity of labor, 
the evevt uf it Is very amall one. One could often hear such a catchword: 
“I produce according to my salary only.” 


Economie state : 

It fs a well-known fact that the Yugoslay economy has come {nto an im- 
passe. This happened mostly because of the tendency of the regime to trans- 
form as soon as possible a predominantly agricultural country into an in- 
dustrial one, regardless of any conditlons., 

80 they began to build great numbers of new factories and combines, but 
later ail was stopped and most of the buildings were not finished. In the fac 
tories already prepared for work the machines could not be put fn operation 
because of lack of raw materials. The products were of a very bad quality. 
Sometimes even not useful at all. 

Five-year plan, so stressed“ before, has been abandoned now, for it has 
been carried out without any plan, carelessly and negligently. 

Propaganda and its effects are the fundamental tendency of the regime. 
Milllons haye been spent in order to fnform falsely the world about the state 
in Yugoslavia. For instance: 

1, Yugoslavia bad spent 500 millfon dinars for its pavillon at the world 
exhibition in Alexandria, Egypt. The machines were exposed there and sold 
at sieulicantly low prices while Yugoslavia was buying them abroad at enor- 
mous prices, . 

2. There are some newspapers and magazines printed abroad where the situa- 
tion In Yugoslavia is shown as excellent, the life as a happy one, full of abun- 
dance and enjoyment. How far from reality it is, one could conclude from 
the fact that the sale of those newspapers and magazines is strongly forbiddea 
in Yugoslavia. . 


America’s aid 

Masseg of Yugoslavia are convinced that Tito bas made an excellent job and 
cheated America by his tales about the drought and its catastrophic conse- 
quences. It is correct that there was the drought last year, but such droughts, 
even worse ones, took place in Yugoslavia before the war, and the country never 
suffered from them. If the regime did not export food in huge quantitles regard- 
less of anything, there would be food enough for the whole population. 
Even now, Yugoslavia getting food for “starving” people from America has sold 
wheat to Egypt and sugar to Switzerland for 5 dinars for 1 kgr., while the people 
in Yugoslavia have to pay 600 dinars for 1 kgr. of It. 

Although there was some talk about America’s ald, the masses could not feel 
any great change, speaking In general. The only difference was that food got 

y ration cards was of American origin. 

However, the special warehouses for “privileged” persons were full of different 
articles with labels: “Made in America” (USA). ; es 

The only real ald was the one from CARE organization, eo-called CARE cards— 
powdered milk, dried eggs, batter. 

There are rumors through Yugoslavia that tremendous quantities of American 
food are stocked into the stores in Bosnia, Hercegovina, and Dalmatia. 

. . ! 


/ 
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Yugoslav press wrote little about American ald, and then it was only in dull, 
official form. There was no word of gratitude to American people. On the con- 
trary this ald has served as a wide propaganda for the regime and its stability. 
At different conferences the fact was stressed that the American ald represented 
a victory of Yugoslavia and proved its great credit abroad. 

Behind the curtain, there where the eyes of the American observers could not 
reach, everything was undertaken in order to reduce the importance of the 
American afd and its orfgin; the labels were torn from the sacks of flour and 
sugar. 

The ald got through the CARE organization has been distributed all right and 
it has represented a great help for children and youth. But they were told that 
pag pdt thank for it thelr “beloved, dear comrade, Tito, the greatest friend 
of theirs. 


Relations with the forcignere 

As already sald, propaganda {is one of the main means for maintaining the 
regime. In Yugoslavia there are many written and common laws as to how to 
behave and talk to the foreigners. Even the most Innocent sport relations have 
to be approved by the Government. 

The Invitation of the important and eminent persons from abroad Is a spectalty 
of the regime. Those persons hare to see “on the spot” the things in the country. 
But as soon as a foreigner has come orer there he is encircled by the Communist 
agents. The translators are mostly the members of UDB (secret police), and 
they have to translate things only in a way favorable tothe regime. “The guests” 
are led from bne reception or banquet to another; they Hve In the most luxurious 
hotels and apartments, they have at their disposal nice cars ard they usually 
can see only what the regime has adjusted to. If they want to see a town or any 
kolkhose, then the authoritles arrange things quickly, that is, the ggents of UDB 
go there before and teach the people what to say or show them howto behave, etc, 

The case with Trygre Lie was characteristic. He was led through Belgrade 
by car and was always in the company of prominent men of the government or the 
party's so, he had not time enough to see anything worth while or interesting or 
to study the circumstances, When he satd that he wanted to see Belgrade by 
walking through Its streeta, the agents of UDB went before him and ordered the 
salesmen on Prince Michael Street how to arrange the show windows, what to say 
and. be ready to do so. On Prince Michael Street there are some nice stores 
with preclous wares and the labels: “Not for sale” (in Sertian, of course), Those 
things were designed only for export. 

Hesides there is a large net of sples who encircle all forelgn visltora. In the 
vicinity of the foreign embassies and legations and near some private residences, 
there are houses or apartinents inhabited hy the agents of UDB who have to watch 
and note everyone golng in or out of those watched buildings, Likewise, all tele- 
phone talk is tapped. 

The wardrobe keeper of the American library In Belgrade is a certaln woman 
Mishovich (or so) who is the UDB agent. 

Some drivers at the American Embassy are notorlous UDB agents. 

At the CANE organization all important positions are kept by the Communists 
or UDB agents. The director on personal matters !s a woman member of the 
Communtst Party. The translator is a Brana Betovich, well-known UDB agent, 
wn butler at the English Embassy, a youth of 18, was forced to become a 

agent. 

Rather often, all the people who were {n touch with the foreigners, especially 
with the Americans, were arrested. Sometimes, all the readers of the American 
Nbrary fn Chicka Lyuba Street were arrested and got 8 to 6 months of forced 
labor. For the time being this phenomenom is becoming more or less rare. 


Schools ; 

Communist leadera have already proclaimed that the state of the schools was 
very bad and that the knowledge of the pupils and the students was very low. 
Of course there were sonie consequences of the war, but they should have 
disappeared by now. 

The teachers and the professors at the high schools are very bad and since a 
certain number of the high schools were enlarged and certain unrellable teachers 
were discharged, the authoritles were forced to employ teachers with little, if 
not without any qualifications (except political ones). 

The main worry of the regime is the indoctrination in the Communist spirit 
through the schools. The whole program Is directed only in such a way. 
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_ At the universities, the situation 1s much worse. The student cannot choos 
the faculty which corresponds with his ability or desires. At the newspaper- 
diplomatic faculty, and at the medical or electro-machine (sic) oues Hkewlse, 
only the Communists or exclusively talented persons could study, 

gide by side with the professional knowledge, the students must do military 
preparation. Besides, the students must become the member of so-called national 
students’ youth” and attend the courses of: Natlonal liberation fight, party 
building up, Marxism-Leninism, ete. After the examination the student could 
enter the party, if he iy not already one of its members, 

Every summer the students from the high schools and universities are obliged 

to work “voluntarily” a month. For a bachelor this work ts the main condition 
for the admittance {nto the university. ; 
* The students live very miserably, especially those from provinces and those 
who are not the party members. There are not enough lodgings and food {s quite 
poor and insufficlent. Therefore the health of the students at the unlveraittes 
{s lamentable. For instance, at the juridical faculty, there were 73 percent of 
aererne) with tuberculosis aud 30 percent of them with acute tuberculosis (open 
caverns). 


UDB—Direction of state security 

it is the strongest an the most rellable fulcrum of the Red-Communist regime, 
For 5 years of the Communist regime the UDB has reached such a perfection 
{n controlling the most trifling events in Yugoslavia that one could feel its 
presence everywhere. When two best friends talk alone, they are not sure at all 
- that the UDB has not heard their talk. 

* UDB has a huge apparatus and unlimited possibilitles and its threads are 
woven into even the worthless details of the everyday Hfe. In the UDB ap- 
paratus are engaged the most dependable and fanatical people, who do not feel 
apy lack in m@ins and in whose hands are the destinies of all the people. 

UDB maintains a permanent and daily control over every last one of the 
Yugoslavia people. All the UDB sections (districts, citles, counties) have a 
special register for every citizen: personal data about him, his “crimes,” puntsh- 
ments, friends, relatives, denunciations, ete. 

There are some well-known methods of UDB: 

1, Every house janitor is a UDB spy. He is obliged to report everything about 
each of inmates. The door must be locked at 10 p. m. and the janitor only has 
the key, so he is able to check any person coming In later, and to control every 
person coming {on or out. - . 

-2. UDB confidants at the factories, offices, schools are obliged to report every- 
thing about the people there. They have a special mission to watch the suspicious 
people and even provoke them. 

3. The methods at the high schools are especlaHy disgusting. Sore students 
were schooled in special courses for spying on their fellows and reporting to the 
authoritles everything they discovered. But, sadly enough, thelr main duty lay 
in denouncing people. 

4 At the cafeterias and barrooms there are many UDB agents among the per- 
sonnel, The singers, dancers, and any kiod of artists must report every day 
about all they heard or saw. ‘Their main duty fs to become {ntimate with the 
foreigners, intrude into their rooms and, {f possible, intoxicate them and then 
to steal everything useful for UDB. - ot 

5. Leas important UDB agents are chosen from alnong the dregs. There is a 
spectal class of people of low moral qualifications, almost each of them a criminal. 
They are well-known by the people, nontheless they can be very dangerous, if not 
by reporting truth, at any rate by denouncing people designated by the UDB. 

Consequently, the mistrust and fright are common phenomena in Yugoslavia. 
Nobody trusts anybody. 

Sadly enough, such ‘conditlons permit some miscreants and scoundrels to settle 
their personal affairs and hatred through UDB. 

_ Some persons were forced to become UDB agents, and they do not know if 
their intimate friends were such, too. Thus, such circumstances have created 
a terrible psychological atmosphere. 


Trafic ; . . 

_ Even nowadays, 6 years aftet the war, the traffie in Yugoslavia Is very bad. 
“ Railroad traffic: The most tmportant traffic In Yugoslavia goes through the 
rajlroads, but the number of engines and wagons (freight cars) have not reached 
the prewar level yet, Although there are more, wagon factories than before, 
the production {3 very amall. fdes one feels rather sharp lack of fuel, espe- 
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elally during the winter. So, in order to improve and augnient the traffic the 
Yugoslav authorities have installed Into practice the measures for the maximum 
wagon charge, besides there were some trains with 150 to 250 cars. But all 


this caused more damage than utility and the engines were dalnaged, so this. 


practice nust have been ended. 

Passenger traffic is very bad too. There are not passenger wagons enough 
and they are always full in extreme, although the prices ure terribly high. There 
are many traffic accidents and subotuge, despite all police measures. 

Auto traffic has a very insignificant role in Yugoslav traffic, for there are few 
good auto roads. The ¢rucks are those they got from UNRRA and they are all 
old and ruined. The public has no ears. Besides one feels a great lack of gaso- 
line in Yugoslavia and it has been rationed tong ago. 

Traffic on rivers is well restored and developed, but It {s aggravated because 
of lack of dredges and during the summers the traffic could be shortened. 

Sea traffic seems to be greater than before the war. Yugoslavia has ships 
enough and ts busing them abruad. Besides, there are shipyards there. In the 
sea trate one could not see much sabotage and arson on the ships. 

Air traffic is greater than before the war, but there are not planes enough; 
so, solme plines have to travel without interruption and on more lines than it is 
recustomed. 

People’s resistance 

Six years of the Comtnunist regime has not broken the spirit of the people 
yet, but it has frustrated any organized resistance or any yzreater sign of dis- 
content or revolt. 

One can certainly affirm that 90 percent of the people are anti-Communists, 
but due to the severe police control any organized revolt is finpossible, so much 
the more when the péople do not have any weapons in hands. 

The opposition {s divided Into two parts: cominforimists and democrats. The 
eae ure numerically insignificant, the latter represent almost the whole popu- 

ation. 

Nevertheless, there are some signs of resistance which provoke much worry 
and damage to the regime: Sabotage, arson, passive resistance against any 
government job, the resistance of the peasants to compulsory delivertes of their 
ngricultural products, demonstrative quitting of Jobs nnd demonstrative going tu 
the churches. 

However, despite the apparent lull and peace and despite the disorganization 
of the people, the Communist authorities have undertaken serious security 
measures and controls. All military objects, factories, ministries, Communist 
centers, and aburye all the fmportant Communist leaders are submitted to a 
great protection by police and army. 

Each headquarters of the Communist Party (even tn small towns) and every 
important Communist leader are well protected by ‘the police, UDB and by 
special troops, 

Each exit of Tito out of his White Palace on Dedinje is protected by a whole 
First Guard Division and by UDB agents; on each SO meters of the road one 
guardist or UDB agent is placed. ; 

Dedinje (a hill) on which Tito's White Palace iz situated, and the surround- 
ing hills also (Banevo Brdo, Topchtder, and Koshutnjak Park) represent prac- 
tically a police camp; on each step there is a policeman or UDB agent. A larger 
circle of protection Is established also with a lot of guard posts and mobile patrols 
on horseback. 

In such a way nn impenetrable wall of security is established around Tito and 
the Communist leaders. 


EOONOMIC SITUATION IN YUGOSLAVIA 


I would Itke to quote here a few other sources that may throw some light on 
the over-all economic situation which exists in Yugoslavia. 

In the American Mercury of February 1050, a staff writer of the Christian 
Science Monitor, Mr. R. W. Markham, stated: 

“Obligatory ‘voluntary’ labor {s practiced on an enormous scale, as described 
in each number of Borba and every other paper, especially Glas. Practically 
every able-bodied person in Yugoslavia except urban industrial laborers is 
obliged to dig ditches, cut wood, carry cement, or lay rails, 2 or 3 months a year. 
Mothers and fathers, sons and daughters, mix cement side by side, for Tito. 
For those who fall to do thelr share, as for the political digsidents, there are 
always the forced labor camps. 


Ap Shasttee = Pager 


mm eee oe 


ee eae Ss a Satan 


tn yy 


1128 THE MUTUAL SECURITY PROGRAM 


“Fivery person over 6 years old fs subjected to the constant pressures of ‘mass 
organization,’ intimidation, discrimination, and the necessity to ‘work harder 
or starve.’ But has Tito raised the living standard of Yugoslavia? It may be 

> too early to aay definitely. Certainty, as of November 1949, the Yugoslay people, 
including children, were hungrier, more ragged, less healthy, less adequately 
housed, than they have been for decades. They never before recelved so little 
for working so much. ‘Tito himself publicly said, last July 12: ‘I admit there 
{s a lack of necessitles * * © we haven't enough to satisfy everyday need.” 

Markham further gtates that the Yugostav newspaper Borba stated that 70 
percent of the people doing “voluntary” reforestation work were women, and 
that 1,336,489 wornen had participated during a G-month perlod tn work brigades. 

Mr, Robert Strausz-Hupe, agsoctate professor of political sclence at the Uni- 
versity of Pennsylvania, in the winter 1051 Yale Review, on page 283, states that 
four-fifths of the Yagoslav population opposed Tito and that Tito {s not and 
cannot be the chosen leader of the Yugoslav peonte. 

One of the reasons why we should attach economle conditions to our ald of 
Yugoslavia is because our ald would be next to useless without these conditions. 
Mr. Strausz-Iupe in his articte states that the country {fs beset by “economic and 
social problems of increasing severity,” and further states “the severe and 
chronic economic crisis that this regime faces inakes it a foregone conclusion that 
all relations with Yugoslavia will have to be cemented by massive loans. Prob- 
ably at the rate of 200 million dollars annually.” Mr. HMupe further states “in 
all likelihood Yugostavia would have been faced with a severe economic crisis 
even had she never been cast out by the Cominform and had drought not parched 

er crops.” 

According to Mr. Hupe, In the postwar years planted acreage of wheat has 
been cut back fa order (o permit the expansion of such industrial crops as flax, 
sunftowers, cotton, and hemp; that before the war Yugostavila produced 414 
imiltion tons of corn a year and exported 350,000 tons. In 1049, not a drought 
year, corn production was only 3.7 million tons. ~ 

The Atlantic Monthly of May 1051 states that “the Yugoslav worker's living 
stanitard Is very low. A semlskilled worker's monthly wages would buy htm 
not quite a yard of materall of a sult, on the free market. His annual altot- 
ment of tickets for the purchase of furniture, luxury goods, or clothing at a 
reduced price is just enough to give him the materials for one sult—{ft does not 
pay for lining, buttons, thread, or labor. Moreover, once these tiekets are 
spent, he must buy everything else on the free market without reduction, and 
a pate of shoes would cost him his pay check for 6 weeks: the price of a pound 
of crude homemade soap, which the peasants produce from waste fat, would 
equal 2 weeks’ income of the worker." 

The Christian Sclence Monitor of November 9, 1040, contains an urticle 
written by Walter Lucas, from Belgrade. He explains in this article the eco- 
nomic plight of the people of Yugoslavia. Let me read parts of Ila article: 

"There Is a general over-all drabness in the citles, a look of poverty, and a 
feeling of utter depression. The people are shabbily dressed. Meager stocks 
of infertor quality goods scarcely fill the shop windows. People in long queues 
walt patiently for hours to buy the most inadequate rattoncd goods, and then 
sometimes the ration coupons are not honored. : 

“Housewives get up at 4 o'clock in the morniog to buy a little something 
extra at the free roarkets where peasants sell eggs and poultry, vegetables and 
fate. In fact, it Is difficult for the average city dweller to feed himself ace- 
quately without resorting to the free market—that [s, of course, if he {s not a 
heavy worker or a Communist Party member enjoying spectal ration cards, 

“Prices on the free market are fantastic. A dozen egga represent the equiva- 
lent of 1 day’s wages of the average worker's pay. A pound of butter costs 
more than 2 days’ wages. A pound of meat fa Just under 1 day's wage. A pound 
of sugar is more than a day's wages. A palr of shoes {s 1.44 months’ wages, 
and a anit of clothes takes more than one would earn [n a year. Rationed 
food Ia from four to five times cheaper, and the prices of rationed clothing are 
less than one-tenth of the free-market price. But for most people the ration 
for the year provides only one pair of shoes and one auit of clothes, and many 
people do not get a ration card at all and have to buy everything on the free 
market. There fa, in fact, a serious shortage of consumer goods and food. 

“The reasons for this are partly due to the Comlhform blockade and partly to 
the mistakes of the regime itaelf, which, with its eyes fixed and transfixed on 
Marxian doctrine, have driven the country toward complete socialization of 
industr? and business at a apeed that has upset the whole balance of the: 
country’s economy. * * *¢ ; 
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‘Two cases in polnt are the vast project for a new Relgrade and the autubahin 
pact being built from Belgrade to Zagreb over a distance of more than 
200 miltes, 

“The new city of Belgrade, designed as the Federal capital, Is to be lald out 
tmagnaiticently for 250,000 persons, mostly bureaucrats and forelgn diptomats. 
It Is to have an enormous Varllament building and an ultramodern hotel. It Is 
being bullt expensively on a swamp at the confluence of the rivers of Danube 
and Sava. Tens of thonsands of ‘voluntary’ laborers, young wen and girls 
snatched from the villages have been engaged on this profect. 

“Other tens of thousands of ‘voluntary’ Jaborers have been wrestling with the 
Belgrade-Zagreb autobahn. I drove aloug the hundred ruiles or so of this road. 
Workers with picks and shovels swarmed, like files around honey. Something like 
{t must have happened when the Pharaohs bullt thelr pyramlis. But I passed 
only two private cars and three trucks on the whole extent of my drive. The fact 
{is no one in Yugostavla has a car except the government bosses and Tito or the 
foreign diplomats. I wondered then what this road was for—Just so that Tito 
could speed uninterrupted In his black Bulck at:120 miles an hour? * ¢ * 

“Something could be done to relieve the economic pressure on the vast mass of 
the Yugoslav people {f the directors of the regime would be prepared to let up on 
the dogged devotion to Marxian dogma. There is, however, little chance of this, 
as long as there fs the feeling that Amerlea must come to their ald ¢ * ¢ 

“At this rate an ogg in Yugoslavia cost 50 cents and a pair of shoes $100 * * * 

In another article in the Christian Sclence Monitor, July 31, 1050, by Edmund 
Stevens, it is stated: 

ve © 8 The waste {n effort and materials is enormous by western efficiency 
Statdards, American engineers who we found supervising a major industrlal 
construction job grew agitated when they inentloned the subject. They esthnoated 
that {t cost the equivalent of $600 to pour a cubic yard of concrete. The waste of 
lumber and other building materials through careless handling was, they safd, 
appalling. Valuable machinery was put out of commission through lack of 
maintenance and tmproper operation.” 

In the summer of 1850 Issue of Contemporary Issues, page 116, Mr. A. R. K. 
Jaric, a former Yugoslav businessman now residing In London, stated: “Tito 
does not publish statistics, but that the cconomy is Inefficient Is no sceret. No 
Amertean dollars can help to restore it as long ag It remains Communist. Tito'’s 
Yugoslavia Is like a bottomless pit.” 

Mr, Jarle further explains how Tito puts the economic squeeze on the peasants 
by purchasing Items from the peasants at much lower prices than formerly and 
selling to them at much higher prices, Hie illustrates with two examples: Cement 
Is sold for 200 dinars Instead of 60 dinars per 100 kilos; but for one Iter of wine 
the peasant recelves a fixed price of 6 dinars, Tito alone can sell the wine on the 
market, nnd receives 60 dinars for It. 

Inu the light of the situation Mlustrated by the foregoing reports, the optimism 
of our State Department with reference to economic conditions under Tito appears 
tobe unretiable. For instance, last fall, when this conunittee was conducting hear- 
Ings with reference to the Yugoslav Emergency Rellef Assistance Act of 1950, Mr. 
George Perkins stated (p. 5 of hearings) ; 

“In regard to the long-run economic position, agricultural and mineral re- 
sources, under normal conditions, should provide sufficlent exports to pay for 
the necessary imports. Because of the necessity of reorlenting its trade from 
east to west and as a consequence of some of ils own investment pollcics, Yugo- 
siayia has had a problem of insufficient foreign exchange. They have, however, 
recently shown a niore realletle attitude fn reviewing their caplital-investment 
Prograin, and have resumed negotiations with the World Bank for credits to 
finance a long-term program of reconstruction and development. While these 
measures are being worked out, credit assistance from the United States and 
oer countries, on a relatively small scale, has helped toward meeting the 
problem.’ 

This Is a rosy view of the situation to say the feast. Again, on page 6 of the 
hearings, Mr, Perkins states; 

‘There fs every Indication that they are now realizing that they overstepped 
themselves in that direction and that they have got to slow down. This has 
been a very bitter pill for them to take, with thelr Comsaunolst theories; but they 
seein to be alert to that and are willing to talk sense in thelr invegtment 
program.” 

Further, in arguing in favor of a grant and against making a loan to Tito, Mr. 
Perkins stated ‘hat “such a loan would be a drag on their credit which they need 
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to uso for other purposes” and that a loan wonld “stow down (hefe own recovery 
program toa potnt where it would become practleally impesdbte.”" 

Calling Theo's ecconamle program, Which is rapldly rannaing the country inte 
a vhaotle condition, a “recovery programm” ts tore than a mere euphemtsin 

Agaln, on page 20 of the hearings, Mr. Perkins refers to ald to Tito asa 
method of economnfe warfare, supposedly ngatust Stalin, We wlll certatity 
necomplish Ttde by such ieans of economle warfare If we give ald to Fite 
without requiring ‘Titq to rebore his cconomle guns, 

Agafo, on page 25 of the hearlngs, Mr. Verkins states: °Tf we do tt ona credit 
basis, we simply cut down the total credit which Is avallable to them Whileh 
fmpiies Tithe operates a responsible regime with a sound fseal polley, 

On page 25, Mr. Berkus, fn further explaining why we sheald not make a 
lean to Fite, as Britain had done, stated: “They have stil some credit: there 
{meant Merttain}, and they uceed that credit for putttag (he countey on tts fort 
nies it wilP continue to survive and net be cling for outside help all of the 
thine.” 

Mr. John J. Haggerty, also of the State Dopartinent, stuted before ¢his cone 
mittee, at page 50 of the hearings, that “Tito realized that, after all, Amerten 
Was the only country to whieh they could turn for eeonomle age nnd, on ay sound 
basis, Dinfght say, to help them accomplish thefr econoite development.’ 

At purge 51, he further stated: 

“I think we have an voprecedentad opportunity to dntlience the country and 
the people of Its government. L think there is room In the world for our country 
ta Hve asa eapltalistle country nod help Yugostavin as a Sociallst or perhaps a 
seint-Soclalist country (o achleve fits economte objectives without destroying the 
human values that go with civil rights and Individual Wbertios.”" 

1 will forego cumnent on the finpileation contalned In. Mr. Hagyerty’s: state- 
ment that civil rights and fidividuat Mberties oxtst fa VYugestavias tut, with 
reference to his statements about our helping Yugoslavia achieve its “economic 
objectives” and to help their “economic development” and further da view of his 
statement, at page 74, that we should extend ald to Tito without any condi- 
ttons attached, 2 wish to state that he fs asking us to blindly take part fn 
cen which has been plunging the people of Yugoslavia tite poverty and 
rlavery. 

T subinit that these representatives of the State Department are [naccurate 
and unreallatle in their views of the econonac situation tn Yugoslavia, 2 be- 
Meve that, besides beng unfair to the Yugoslav people, It would be most fool- 
hardy and wasteful for us to extend ald to Tito withoul demanding that he 
a cote changes in the domestic practices which have created this tragte 
rituatlon., 

While speaking about the over-all conomie situation in Yugoslavia, I would 
like to say a word about the so-called “economic blockatte” of Yugastavia by 
Stalin. The President in his letter te Congress November 20, 150, requesting 
emergency legislation for Yugosatvia, stated “Yugostavia ts being subjected to an 
economic blockade * ©% ®” 

Warther, fn Senate Report 2588, Eighty-firat Congress, with respect to’ 
emergency rellef asalstance to Yugoslavia, it {s stated, under the subtitle “Eeo- 
nome Warfare” (p. 3): “Since 1948 the Sovlet’s war of ‘nerves on Yugoslavia 
has been unremitting. It has been Implemented by an economle boycott that 
has effectively interd{ctedl trade between Yugoslavia and the tron-curtatn coun- 
tries, In if, 49.1 percent of Yugoslavia's exports went to the Soviet blocs In 
1040, only 14.4 percent. The pictute Is much the same for finports. In 1947, 
61.9 percent of Yugoslav {mports came from the Soviet Unton and the satellites; 
hy 1049, imports from the Soviet states accounted for only 13.4 percent of 
Yugoslavia’s total tmports. These’ figures show the terrific finpact of ‘the 
Sovtet break upon the economy of Yugoslavian. Within 2 years it was necessary 
for Yngoslatia to reorlentate her foreign trade from the east to the west. New 
inarkets had to be found for Yugoslav products; new sources of raw materials 
fought and means developed ta pay for them. 

“The econcinfe Impact on Yugoslavia of this boycott. as well as military 
mores by her gatellite nelghbors and finally the shaw of Communist tmpertatist 
force in far-off Korea, all combined to put the Tito regime in a most precarious 
position, a position where Soviet Communists, byt subverston, coercion, or even 
military force, might have brought Yugoslavia back Into the Sovfet fold.” 

These statements about an “economle blockade” are unreal in view of the 
traditional practice of the Soviet Union of exploiting the satellites golely for ita 
own purposes and not for the benefit of the rateliites. Any trade which 
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Yugoslavia has with the Savlet Union or the other satellite countries was not 
in the fnterests of Yugostavin, bat rather to her detriment, This fs Utustrated 
well by aostatement of the former Hungarian Miuister of Finance, Nf{chotas 
Nyaradl. The Soviet-created Council of Mutnat Eeonointe Assistance grew out 
of an interlocking series of bilateral trade ogreements that Hassla signed 
with its vassats tn the summer of 1947. Inthe May 7, 1951, Issue of the Free- 
hou, Mr. Nyarndi is quoted as haying safd the following about this Counetl: 
“No two satellites are pormlfted to deal with each other to their own inutual 
nilvantage. AM exchanges between them must serve Russia's titerests and be 
eleared through Moscow ato dandsome protit to the Soviet Goverament. The 
satellites today tiave noo more Independence, economic or potidteal, than) the 
Varlous Soviet Kepubtles, which they are fast combug to resemble.” 

“Htussia Is neither willing nor able to do for Eastera Enrope what the United 
States, hy means of the Marshall plan, is doling for Western Europe, Far from 
bettering the living condif_ons of Eastern Europe, the Mofotov plan is rapidly 
reduclig them to the subluman level that prevalts fn lassta.” 

Further ovfdence that the cessatflon of trade between Yugoslavia and the Savlet 
Viton constituted ne ccononte blockade of Yugoxlavin is shown by the fol- 
lowing excerpt from an artlele by Erte Slepmann whieh appeared fn the April 
WM edition of the Twentleth Century Cp. 280): “Russia's ceonomic relations 
with Yagestavin after the departure of the Russian troops are described) by 
Popoviteh (Minister of Foreign Trade) vs exploitation along the most ctassteat 
‘capitalist’ Ines. Popavitch wrote In 1040; 

“"In aceardance with Russia’s dletum that “frlendship is all very well, but 
business is business,” Russia established with the “popular democractes,” com- 
mere relations, on capitalist Ines, by which the maximum profit went to 

ussia, 

*Popovilch went on to show that the exploitation of Russia's satellites by 
the ‘inixe?’ trading corporations went even further than capitalisin. This ex- 
Moltatlon caine to a head ever the question of tndustrialization, when It be- 
caine plain (hat the rote allotted to Yugostavin by Moscow was the same as that 
intended by Wltler: to serve as a granary, for quasl-colontal exploitation.” 

Actually, thus, the ending of trade between Yugoslavian aud the Soviet Unton 
was a boon to Yugoslavia, not a “blockade” ef Yugoslavin. Far from being to 
Yugoslavia's disadvantage {t was to her advantage. In fact, Mr. Slepmann con- 
tends that the breach between Tito and Stalin came about preelsely because of 
the fact that this trade between Yugoslavia and the Soviet Unton was nothing 
more than an exploitation of Yugoslavia by the Soviet Unton. 

TI nin sure that the people of Poland or Hungary or Rumunta would be glad to 
be the victhns of an economle blockade ty the Soviet Union. The Uls of Tita’s 
economy cannot be lald to Stalin. Tito has created his own eceonomle chaos tn 
Yugoslavia all by himself, without any asststance from Joe Stalin, 


SLAVERY EN YUGOSLAVIA 


An offort Is being made by many persons to convey the idea that the Tito 
regime {s gradually letting up on the people and allowing them a freer exercise 
of theirrights. Probably this fs done fn order to make America more disposed 
toward rendering ald to Tito. 

But whatever the reason, there scems to be little evidence of any Increased 
freedom for the people of Yugosiavin. The New York Times for July 6, 1951, 
stated “Investigation proved that 49 percent of all persons arrested in Yugo- 
slavin In 1040 had been arrested and detained without cause.” 


Section 28 of the Constitution of the Federal People's Republic of Yugoslavia, - 


January 31, 1046, provides as follows: 

“Inviolability of person shali be guaranteed to citizens. 

“No person shall be kept under custody for a longer thne than 3 days without 
a motivated decision In writing issued hy a court or a public prosecutor. The 
longest period of custody shall be determined by Jaw. 

“No person shall be punished for an offense without a decision of a compo- 
tent court, handed down on the basis of law by which the jurisdiction of the 
court for the trial of the particular kind of the offense is established. 

“Punishments may be determined and tmposed according to law only. 

“No person apprehended by governmental agencles shall be tried without 
being heard In accordance with the law and without being summoned In a 
proper manner so that he could defend himself.” 


+ ne Cane 
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It will be noted from the above section of the constitutlon that although it 
appears to guarantee certain rights of a person, a person may be kept in custody 
for any length of time merely by a decision of a public prosecutor. 

Furthermore the laws in Macedonia provide for the impositlon of forced labor 
upon the people. The Offictal Gazette of the People’s Republic of Macedonia of 
May 3, 1950, Law No. 70, page 6, provides, ‘Measure (penalty) of soctally use- 
ful labor imposed by administrative authorities under section 6 of the law on 
offenses against public order and peace shall be carried out by the agencles of 
the Ministry of the [nterfor. 

“Measure (penalty) of socially useful labor imposed by administrative au- 
thority shall be served {in working camps ac the place of work, which shall be 
established by the Ministry of the Interior when the necessity advises. 

“Application of such measure (penalty) {n {ndividuat {fnstances may take 
place upon a resolution of the MinIstry of the Interlor. ; 

“A person, upon whom the measure (penalty) of the socially useful labor ts 
imposed by administrative authorities, shall be assigned to a definite working 
place by the Commissioner of the Ministry of the Interior attached to the local 
peopte'’s committee which ordered such measure (penalty). 

‘A person serring (a term of) social useful labor may be released after the 
expiration of the half of his term on conditfon he proves by his work and be- 
havior that the social useful labor had upon his educative influences. 

“The decision for discontinuation of serving of the measure (penalty) of the 
soctally useful labor shalt be made by the Mintstry of the Interior on the proposal 
of the management of the working place (concerned).” 

According to Mr. C. B. Birdwood in his article in World Affatrs, January 
1951, a million and one-half peasants have been removed from the land to work 
in the new factories set up by Tito. I mentioned earlfer the description in the 
Christian Science Monitor of November 9, 1949, by Walter Lucas in which he 
compared the tens of thousands of “voluntary” labor workers on the Belgrade- 
Zagreb autobahns to the situation which must have existed when the Pharaohs 
bullt the pyramids. 

The Yugoslav-Slovenlan Review of the Natlonal Committee for Free Europe 
of June 15, 1951, contains the following information about slavery and {mprison- 
ment in Yugoslavia (p. 15 (tratislated from Sloventan)) : 

“At the end of December 1950, we have received reports from our reporters 
concerning 4 statement by a major of the (Yugoslav) secret police. He stated 
at the end of last year (1949) there have been in jall and concentration camps 
about 250,000 political. prisoners. In this number were not counted farmers 
sefzed on account of sabotage or because they refused to enter kolkhozes. The 
kolkhozes are called farmers-workers cooperatives In Yugoslavia. The same 
mafor stated also that since 1N8, 43 new penitentiarles and concentration camps 
for political prisonera were established, 2 

“In the 5-year report of the public prosecutor of the Federal People's Republic 
-of Yugoslavia, covering the time from 1045 to 10350, which we published in the 
January Review, it {s stated that approximately 6,000,000 people passed through 
the jails of Yugoslavia for this or that reason. This means that of every five 
citizens, two were punished. Or if we subtract the children that means out of 
-every five citizens four were punished by Imprisonment. : - 

“In January 1951 we looked for proof of the above date and we were informed 
‘by reliable sources that the data of ‘Godisnjaka’ concerning the number of 
seized persons was less than the actual number. At the beginning of 1951, 
there were about 400,000 men, women, and children in prison. 

_ “By edict of pardon issued’ on New Year's Day, 1951, published with great 
propaganda, about 11327 prisoners were released. In addition 1,007 pardoned 
Communists were released on the anniversary of May Day, May 1, 1951. That 
is only a small number of those hundreds of theusinds of people which the 
Communist reginie treats as slaves. Following we give a list of some. principal 
concentration camps which list we got from an individual whom we can trust 
and who experienced the treatment of the terror agerfts. 

“How many concentration camps are there? 

“It Is impossible to give the exact number of penitentiaries and forced-labor 
camps as long aa the Western Powers cannot penetrate into the dreadful darkness 
of the Communtst regime; some agencies tried to but did not succeed. Among 
others Hrvatski Dom and Nasa Ree (newspapers) .tried to get some information. 
Hrvatski Dom published in the February 1951 issue some data, although it was 
not complete. From this and other sources we prepared a summary of these 
camps according to provinces. We state that our list does not include all tho 
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places of torture. The numbers In parentheses represent the number of prisoners 
as they were given to us: 


“1. The People’s Republic of Serbia: 
Reograd: Glavnjaca, Djusina Street (Jails of the central guard are in 
Princess Ljubice Street ; New Beograd (between 7,000 and 20,000) 
Banjica (where they are building more underground jalls for more thou- 
sands of prisoners) 
Pasino Brdo (about 2,000 to 3,000) 
Zabela—YPozarevac 
Otahovo (y Kosmetu za Albance) 
Debar (about 350) 
Decanl (2,600) 
Bela Crkva 
Gradjani 
(The penitentiary {n Nis and forced-labor camps in the vicinity of Nis.) 
Bor Mine (20,000) 
Mine Trepca (one report says 1,300; another, 7,500) 
Along the railroad between Sabac and Koviljaca 
Along the railroad between Yaljevo and Zyornik 
Along the railroad between Pec and Prizren 
"2. People’s Republic of Croatia: 
Stara Gradiska (5,000 and 300 priests of all religions) 
Lepoglava 
Planina Medvedjak vy Gorskem KotarjJu 
Hrvatska Dubica 
Stavonsha Orehovica 
Caprag 
Delic (mixed; for men, women, and children) 
poueke Polje 


Sisa 
Goli Otok (about 5,000) 
Koprivnica 
Sremska Mitrovica 
Stavonski Brod 
Borov-Vukovar 
Along railroad. 
“3. People’s Republic of Bosnia and Hercegovina: 
Siroki Brijeg 
Stup . 


Fale 
ca {besides the forced labor concentation camp there is also a peniten- 
ary 
Foca 
Doboj 
Stolae 
Dallci krag Gackog 
Sinjsko Polje (drainage project) 
Banovici (coal mine south of Tuzte, 20,000) 
Benja Luka 
Novibazar-Raska 
On the river Drini 
Along the railroad between Sarajevo and Dubrovnik (which is getting now 
a normal gage) 
Along the railroad between Tuzla and Doboj 
Along the rallroad between LjubijJa and Banjalaka, 
“4, Peopte'’s Republic of Macedonia: 
Idrizovo near Skoplju 
Veles 
Strumicko Polfe (dralnage project) 
Along Black River near Bitolju 
Kumanovo (along the railroad) 
“5, People’s Republic 6f Montenegro: 
Cetinje 
Podgorica (about 14,000) 
Skadarsko jezero (drainage project, about 20,000) 


Kotor 
B§elo Polfe (well known jail with 360 fsolation cells) 


en oe 
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“6, People’s Republic of Slorenta: 

Ljubljana: HitostroJ (about 1,000; district county Jails of seeret  pollce 
in the former bullding of Bank of Slovenla, Siska, sv. Petru Daw, Heiwels- 
sora road 

On the Igu 

. Foot of Mount Smarno 

Ladevel near Rogatca 

Cepicko Lake in Ietri 

Kocevje (about 20,000) 

Celje (underground bunkers) 

Strnisce near Ptuju (aluminum mine) 

Skolfijica foot of Ljubljana 

Trbdorvije (mine, about 5,000) 

Radovijica 

Jesenice (steel factory, about 2,000} 

In the woods of Triglavskega, Karavank In Pehorja, on forced tabor about 


Among the political prisoners are Included some of the formerly prominent 
leaders of Yugoslavia, Among these are: Dr. Dragoljub Jovanovie, who was one 
of the most prominent economists In the Balkans. The Carnegie Endowment for 
International Peace has published his work on the econonmle consequences of the 
war In the Balkans. He was a teader of the Serbian Peasant Party, As a mem- 
ber of the Yugoslav l’arlfament, he provoked! the retalfation of the Communtsts 
by his gepeech in behalf of the peasants. He was sentenced to death but his 
sentence Was colnuinuted to imprisonment because of the [nterventlon of the 
Carnegie Endowment for International Peace. He is still in prison in Yugoslavia, 

Dr. Boris Furlan, another prisoner of Tito’s, was very (ntluential In the 
Slovene-Deniocratic Party. He left Yugoslavia in 1941 to work on the London 
radio. He returned to Yugoslavia in 1945, jointed the Natlonal Front of Lib- 
eration, but refused to be a tool of the Communists and joined the movement 
of Mibaftovic. He was tried by Tito in August 1#H7 and condemned to death. 
Under American pressure the death sentence was commuted to linprisonment. 
The crime Furlan was charged with was that he wrote an articte entitled “Con. 
inunist ‘Spollation’ Poltcy In Yugoslavia.” 

Dr. Constantine Kumanudi {s in prison under a U-year sentence, Dr, Kuma- 
nudi was a professor uf law at Belgrade University. During the First World 
War he organized the Yugoslav volunteers in Russla. After the war he was 
a delegate to the Yugoslav peace delegation {In Parts. He served as a member 
of the Yugoslav Conatitutlonal Assembly. Ue was a Mintster of Finance of 
Yugoslavia in 1021. He vas a mayor of Belgrade fur a short thue, and he 
served 17 years In the Yugoslav Parilament. From 1931 to 1935 he was pres!- 
dent of the Parllament. During the Nazi occupation of Yugoslavia he was 
condemned to prison. His continulng action against tyrants caused him to be 
condemned as reactionary by one of Tito's courts. This great patriot will be 01 
yeara old if he lives out hts 15-year prison sentence. . 

The New York Timea of June 24, 1951, in an article by M.S. Handler, stated 
that the Yugoslav National Assembly would enact an amnesty law early this 
month, which would release many prisoners. Mr. Handler reporta that Alex- 
ander Rankovich, Minister of the Interlor, accused the Yugoslav Judges of ac- 
cepling political evidence without question and alo attacked his own pollce 
force for abuse of powera and for arreating persons toa easily. The article went 
on to say that inany of the cases of prisoners would be reexamined with a view 
to reducing the sentences or releasing them. According to the article the ones 
toa be released were not those who were guilty of polltical crimes but rather 
those who are gullly of petty erlmea. 

In view of this fact that it {s the petty criminats and not the political pris- 
oners that are to be released under tiils proposed law, I belleve the questlon 
could well be asked, whether the real intent of the law fs not merely to clear 
out prison space for new political prisoners? 

In any event, lest we think that Tito is becoming softer, here fs what he satd 
in a speech at Skopije, on Auguat 6, 1949, as reported hy Mr. R. H. Markham tn 
the American Mercury magazine of February. 1950: “It would be wrong to be. 
ileve that the conception of kulak {is to be applted tb ererybody who has 25 or 40 
acres of land. No, comrades, the conception of kulak 1s identical with the 
conception of the enemy * * * who against soctalism. If somebody Is 
against socialism, he {s dn enemy and there is no difference between him and 

_ the kulak, even if he has no land whatsoever. If he is agalnst socialism, he {s 
anenemy, who must and wifl be annihilated.” 
as / 


! } 
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And Mr. Auberon Herbert, writing in the London Tablet last summer after 
his return from Yugoslavia quotes a speech which Tito made last year: 

“There cannot be two programs In our country, but only one, (he program of 
the peuple's front, the prograus of Soclalist construction. 

“We are Hving in the best of revolutfonary soclal transformation fn our coun- 
try, nnd revolution fs not prone to huntor, revolution cannot play around with 
concessions and other things; revolution is cruel.” 

External evidence of this cruelty may be gleaned from the suicide of a 
potitien] refugee named Nikola wha jumped fram a plane which was carrylog 
him back to Yugosiavia (New York Tiines, March 6, 1050), 

Or from the story reported from the Brooklyn Tablet of July 14, 1051, about 
the eight young athletes who refused to return to Yugoslavia, As members of 
a water polo team they had toured Europe, won all their matches, and were 
scheduled ta retura to Yugoslavla on June 1 Tito had already planned a civic 
demonstration for the athletes In Belgrade upon (hele return. The athletes, 
however, decided not to go back. Unfortunately, they are today Iving In a 
leaky-roofed, foul-smelling barracks in an overcrowded disptaced-persons camp 
n Salzburg and our Government and other governments are unwilling to help 

em. 

Another story of disitluslonment {a reported by NCWC Nows Service, June 11, 
1851. George Markovich went back to bis native Yugoslavia from Cauada In 
IMT with his wife and three children. ‘They were golng home to help build 
up thelr native country. Upon arrival in) Yugoslavia he fmmedlately was 
nssessed £500 to help “the people's state.” When be inquired about (his he was 
impriscned for tT days. He was obliged to work for 8 or $4 per week. On 
May 3, 1951, Markovith had managed to get bis family back to Canada. He was 
pe sadder and wiser—and 50 pounds lghter—welghing only 120 pounds upon 

s return. 

Certainly if we require Tito to deal more fatrly with the people and to 
respect their rights In accordance with the constitutlon of Yugoslavia it will 
greatly increase the friendship and cooperation of the Yugoslav peopte with 
the Amerlean peopte, 


AGRICULTURE IN YUGOSLAVIA 


T would now Hike to pelnt out a few facts about the agricultural situation In 
Yugostavia. Ta the April 7, 1951, issue of the New York Times, Mr. C. L. Sutz- 
berger, whose writings seem to indicate that he Is well disposed toward the 
Tita regime, nonetheters atates, “It {3 conceded that the agrarian policy has 
been a failure.” [wish to include herewith a few quotations from the Yugoslav 
Newspapers which will shaw some of the reasons for this failure. 

Dr. Bakaric, Preinter and Communist leader of Croatia outlined a new agrl- 
cultural policy Ina speech in Zagreb on March 31, 1051, In commenting upon 
this speech, the newspaper Borba, In an article entitled “The Way Toward Mass 
Collective Farms,” atated; 

“The main accent of the activity of our party organtzations has been placed 
on setting up and consolidating collective farms, as well as on Iaying ground. 
work fof the establishment of future collectives, especially in grain-ralsing 
areng, Aga inatter of fact, the aspect of quantily has thus far been subordinat- 
ing ta that of the Internal economle soundness of existing farms. 

“» @ © Yet, in spite of these undeniable changes, study of our collective 
farms haa brought to light a certain organic weakness fn the aystem which mili- 
tates against the growth of inass collective farming. 

“The fundamental reason why our collective farms do not grow and epread 
{s, however, due to thelr econonile weakness. 

“During 1050 ittte was done by local organizatlons to Increase productivity 
of the farms. * © * The average number. of working days of a collective 
farmer was between 110 and 180 (for the year) : In 1049, only 104 days. This {s 
less than onethird of the total yearly working days, meaning that two-thirds 
of the yearly working days were devoted to loftering or activitles not connected 
with farming.” : 

Miha Marinko, Prine Minlater of Sloventa, satd In the Sloventan Parilament 
on January 12, 1951: “There are many. many farma which today produce far lesa 
than they did before the war. The same oust be aald of many collective farnis 
which today sleld far leas than the same soil yielded in prewar tlines.” 
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Ljudsaka Pravica, a Slovenian newspaper, deacribes fn ita January 10, 1051, 
igsue, certain larger implications In collective farm practices: 

“e 8 Compulsory deliverles by peasants (to the atnte) have an eminent 
polltical signiticance. They crush at the source every attempt by speculators in 
the countryside to raise the price of food articles. The final result of an aie- 
quate use of the weapon of compulsory dellverles will and must be cousolidatton 
and expanston of our soclallzed economy. ® * * This task has not been car- 
rlet out as it should have been. * * © The criminal price racket which some 
speculatora were alfowed to carry on and which brought them fat protits in cash 
caused growing antipathy among the stlil independent farmers toward collective 
farnis and at the same time fostered propaganda for wholesate desertions of their 
members. * * * During 1050 some officially appointed collectors of compul- 
gory contributions neglected their duty {n favor of the larger farmers, particu- 
larly in nonindustrial areas, * *® * They have not realized the true ineaning 
of the policy of compulsory deliveries. * ¢ ¢&” 

The Politika, a newspaper (Belgrade), {n an article in ite March 21, 1030, 
igsue, entitled “Increase of Production on Collective Farms Is Urged,” states: 

“9 $ © We hope that this year (1950) members of collective farms will give 
more full days’ work to the growing of vegetables, Last year (1049) it was fail- 
ure, © * © There should be ample opportunity for all collective farms to 
increase the number of useful working days. * * * More soll should be 
tilled, livestock should receive more attention, and there {is plenty of useful work 
tobedone, * * °* very Important manpower was not fully utilized, * * *¢ 
and production suffered. 

’ The same hewspaper points out in an article entitled “More White-Collar 
Experts in Agriculture Than There Are Agricultural Workers,” appearing in its 
January 24, 1951, issue, a bureaucratic condition which “Politka” considers 
serlous: 

“Agriculture is now being run from Government offices. They cause more 
danger than they produce useful work. The distributicn of agricultural experts 
fe arbitrary, Thus {it has transpired that we have in ihe central offices of the 
Mintster of Agriculture as well as in local branches all over Serbia an enormous 
number of such experts. Fop instance, in the 3 agricultural institutes at Top- 
sider (near Belgrade) there are employed 43 graduate agricultural engtueers 
and in one Institute fn Croatia there are 41 auch graduates witb 15 assistants, 
On the other hand, out fn the feld In Cosmet region, for instance, there ts only 
one qualified expert with a university diptoma, asalsted by 32 lower-level agrl- 
cultural technicians. In Vuyvodina, one of the foremost of the producing areas, 
there are only 16 highly qualified agronomists working on the field, azs{sted by 
52 minor techniclans, representing proportionally a poorer showing thau in 
Cosmet. * * © The situation is so bad jn Serbia that there are actually 10 
highty qualified agricultural graduates who work In administrative offices to 
every 1 such graduate who fs employed in agricultural work {n the field.” 

In an artlele entitled “The Crisis {n Yugoslavia’s 5-Year Plan,” by Pavie 
Goranic, Wirtschaftsdlenst (Hamburg, Germany), September 1950, it {s stated 
that in 1949 the planners admitted that 435,000 fewer hectares were under 
collectivization {in Yugoslavia than in 19390. Mr. Goranle quotes Tito himself as 


saying: : 

“I think it is precisely in the creation of peasants’ cooperatives that we have 
made most mistakes. We reckoned mathematically and not with actual posst- 
bilities, with the morale of the people, and did not ask whether these people were 
ready to come {nto cooperatives.” 

The Christian Science Monitor of September 9, 1048, contains an article which 
shows this agricultural failure more concretely in deseribing how Tito confiscates 
pige from the peasants. This article, written by Mr. BR. H. Markhaw, tells of the 
“pig war” which Marshal Tito had begun agalnat the Yugoslav peasants, as part 
of the campaign to communize agriculture and Mquidate the kulaks, 

Pig raising is the primary activity of the peasants In Serbia and Mr. Markham 
states that pig stealing {in Serbia is considered in the same clags as horse stealing 
was on the American frontier. Tito's men were seizing nearly all the piza of the 
so-called rich peasants and turning them over to state-owned farms and peasant 
cooperatives. The .official reason given for the plg seizure was that the rich 
peasants were hiding the pigs and not selling thelr required quotas to the gov- 
ernment. They were charged with speculating and sabotaging the economy. 
The authoritles were reported as taklog pigs frora rich “capitalistic elements” 
but leaving each family with at least two pigs. The peasants were given receipts 
for the pigs and told they would be paid but no price was specified. 

. t 
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You can well imagine the effect on the peasants of this governmental pig steal- 
Ing, and it well demonstrates why Tito’s agricultural “policy” was a failure. 
The effect of this plg-stealing prograin is described In Leigh White’s Balkan 
Caesar, He states that “pork, iu what was the largest hog-producing country iu 
Europe before the Second World War, cost $8 a pound In the fall of 1950." Mr. 
White makes further comment that butter was selling at $20 a pound and eggs 
at $5 a duzen. Yet wages in Yugoslavia averaged only $60 a month. 

Mr. White also reports the case of a Soviet pearant who was required to de- 
liver 600 bushels of whent {n 1050, even though his farm produced only 365. He 
was forced to sell one of his two cows {n order to provide his own family with 
bread and he expected to be arrested for his fallure to deliver the required quota 
of wheat. Mr. White further states that In Bosnla, 25 heads of famities In a 
village of 800 were arrested for fallure to deliver their full quotas of corn. 

So badly did conditions deterforate among the peasants tbat eight Serbian 
peasants spent 1,000 dinars each to travel to Belgrade to Implore the Tito gov- 
ernment not to take so inuch uf thelr crops. This story Is reported by Gaston 
Coblentz in the April 22, 1650, New York Herald Tribune. One of the peasants 
declared he must surrender 400 pounds of wheat to the regime, although he had 
only 200. These peasants were of the “poor peasant" category owning only 2 to 
acres of land each in a relatively poor area in south Serbia. One of the peas- 
ants, a 78-year-old man saté he had fought agalost Turkish, Bulgare, and Cer- 
mane tn his time but that be had never seen his part of the country in such bad 
shape. 

Mr. Haggerty, when he appeared before this committee last year, also teatified 
as to the apathy and resistance of the peasants to Tito's collectivization program. 

Mr. R. H. Markham, in his article In the February 1160, American Mercury, 
page 180, stated that Tito proudly proclaimed in Borba on September 17, that he 
takes up te 1% percent of the harvest from the kulaks and as we noted before, 
Tito regards anybody againat socialism as a kulak. 

The Atlantic Monthly fur May 1951 (p. 14) reports that in 1949, 5,800 farms 
were collectivized; that during the first 6 months of 1950, 310 were collectivized 
and in the last 6 months of 1050, only 30 were collectivized: that there [s no talk 
of further cotlectivization. It further statea that 450,000 families and three- 
quarters of the country’s land remain independent. 

The State Department letter regarding the Yugoslav emergency rellef pro- 
grain, stated: 

“As the compulsory purchase system has aroused substantlal resentment on 
the part of the peasantry and undoubtedly has been instrumental in decreasing 
agricultural production, this decision {3 an example of the Yugoslav Govern- 
ment’s efforts to move away from a rigidly controlled and centralized t of 
economy to one based more on incentives and the play of supply and demand. In 
this connection, it may also be noted that, at least for the present, the Yugoslav 
Government has virtually stopped further collectivization of agriculture.” 

The letter also states that the Yugoslav Government has announced that it 
would gradually eliminate the present compulsory purchase system. 

In the light of this it would seem that there should be no resentment on the 
part of the Tito regime If we include as a condition of our ald that he cease col- 
lectivizing the farms and terminate the compulsory quota exactions from the 
usPeaoece peasant. And such a change would greatly {mprove the agricul- 
tural sttuation in Yugoslavia and thus bolster the country, besides achieving 
greater justice for the peasant. 


RELIGIOUS PERSECUTION 


Let us consider the religions situation {n Yugoslavia. The State Department 
letter states that “Hmited progress has been made in the direction of freeing the 
conduct of religious affairs from state controls.” I might state that ff this state- 
ment read “extremely limited” it would be closer-to the true situation. The 
Intelligence Digest of January 1051 states, with regard to Yugostavia: 

“Religious persecutlon continues unabated. Atheism is taught in the national 
schools. In the country areas, services are regularly altended by the secret 
police. Hardly a Sunday passes on which some priest {s not arreated for preach- 
{ng doctrines repugnant to communism. Just as in the Cominform countries, 
efforts are being made to set up a dissident Catholic Church, loyal to the regine. 
Three apostate priesta have already been chosea as its leaders; Ante BajJt, Josip 
Lawpret, and Victor Mere. There {s no distinctlon between these men and 
Plojhar {n Czechoslovakla and Balogh in Hungary.” 
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A Brooklyn Tablet article of June 30, 1651, stated under a Trieste date Nne 
that there had been no {improvement in the general religtous situation In Yugo- 
stavia, and that more than 300 Catholic and 50 orthodox priests were still in jail, 
and that to date 378 priests had been murdered by the Communists. Ten priests 
were released {n the much proclaimed amnesty of December 31, 1950, and these 
were all sick or near death. 

The New York Times of June 17, 1953, reports the sentencing of 16 clerics to 
prison, including Father Josip Satac, vice rector of the Roman Catholic Thentogi- 
cal University in Zagrbéb. 

-I would like to summarize here the contents of various news releases of the 
Natlonal Catholic Welfare Conference with regard to the religious persecution 
in Yugoslavia over the past 15 months. 


EXCERPTS FROM NCWC NEWS RELEASES, MARCH 1950 TO JULY 1951 


“Paris, March 4, 1950.—Bishop Smiljan Cekada was ordered to leave Yugo- 
slavia within 4 daye and told not to return. Meagr. Andrija Majic was arrested 
by agents of OZNA, the secret police, 2 days before Christmas and {s being held 
incommuntcado. Bishop Petar Cule of Mostar was sentenced to 1114 years in 
prison on the usual charge of ‘collaboration.’ 

“Father Matthew Nuic, secretary of the bishop, was sentenced to S14 sears in 
prison. The bishop’s brother, Father Anton Cule, was arrested by OZNA agents 
in November of last year and is still being held. Since that time scores of priests 
of this diocese have been arrested and hundreds of sisters have been expelled 
from their convents, 

“In Cattaro, Msgr. Ivan Stfepcevic was sentenced to 6 years tn prison. Fatper 
Trifoni Milosovic, was sent to prison for 15 years. Father Jasko Vresk a 38- 
year-old priest of Antivarl, was condemned to die before a firing squad. 

“Father Vittorlo Kolocjra, 38, drew a sentence of 15 years. He threw the 
judges and prosecutor into confusion when he declared during his trial that he 
had been tortured and held in solitary confinement while awaiting trial. He 
described how hig jailers thrust wires down his throat and then shot electric 
current {n them In efforts to force a confession. This trial was staged with all the 
fanfare of communist propaganda: loudspeakers installed on streetcorners 
dinned out the courtroom proceedings which were attended by ‘spectators’ 
brought to the court from surrounding areas.” 


“Rome, May 19, 1950.—A government ‘permit’ for priests {s demanded in the 
People’s Republic of Stovenia, Civilta Cattolica, a Jesuit review relates. The 
government demands that all newly appointed or transferred priests—assistants 
as well as pastors—must obtain government consent in their new potss nor may 
a priest say mass, hear confessions or preach at a neighboring parish unless he 
has the previous approval of the Red authorities, it adds. As a consequence 
parishes where the government refuses to grant Its ‘placet’ to the priests ap- 
pointed by the Bishop are without any telfgtous services. 

“Violations of these government regulations have brought fines of up to 10,000 
dinars, the article reports, noting that the highest fines have been handed out for 
the ‘illegal’ hearing of confessions. Armed soldiers prevent ‘unauthorized’ 
priests from saying mass fn churches deprived of their clergy. 

“Another festriction on priests, Civilta Cattolica relates, is that they are often 
not petmitted to reside in the parish house next to the church but are compelled 
to Hive in some house miles away, 

“The Yugoslava regime makes special efforts to obstruct the pastoral visits of 
bishops, the review states. Boat and automobile owners are warned not to trans- 

rt prelates, with the result that they must make the greater part of their 

urneys on foot. Party members are warned not to allow their children to be 

confirmed. At one place, the article relates, parents came at night to the parish 

house to have the bishop confirma their children. However, when the authorities 

oe this they placed a cordon of police around the parish house and forced 
le Away. 2% 

“On September 25, 1949, Rev. Josef Vedrina was attacked by a group of Com- 
tg ph abt on his return from a funeral and was stoned and beaten to death, 
The Red police never bothered to apprehend those guilty. 

“Tito {a likewise trying to make life impossible for the clergy through an eco- 
nomi¢ squeeze. The ‘tand reform’ robbed the clergy of most of their independent 
income. The government stopped the tradittonal ‘allotments’ paid to the clergy. 
Then collections outside churches were prohibited. This was foliowed by a decree 
forbidding al collections in churches such as the Peter's pence and collection 
for the missions, the diocesan curia and seminaries.” 
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OMILAN, ITaALy, June 16, 1050.—Two outstanding Jesult preachers of the Arch- 
dioceses of Zagreb and Sarajevo were arrested. Well-informed circlea fear that 
a determined offensive is under way by the Communists to complete the dissolu- 
tion of the Soclety of Jesus in Yugoslavia. Last year in Ljubljana eight Jesuit 
Fathers were condemned to long prison terms on the charges of fostering Catholle 
action. In addition to these sentences the property of the Jeault Fathers there 
was confiscated by the Communists. The ancient church bullt by the people in 
thanksgiving to God for deliverance from earthquakes was converted into a 
movle studio.” 


“MILAN, Itary, June 22, 1950.—The Tito regime of Yugoslavia has effected 
the dissolution of another religious community of nuns by demanding the va- 
cating of Its last two houses and ordering the sisters to find jobs ‘useful’ to the 
state, it was learned here. 

“Before the once thriving community was robbed of its convents by the regime 
it numbered some 200 nuns living in 22 houses, 

-“The report stated that several thousands nuns have been driven from thelr 
convents by the undiminishing persecution of the Cathelic Church fn Yugoslavia.” 


“WasHinoTon, July 6, 1950.~-Rey. Silvije Grubisic, 0. F. M., told of the fate 
of the Franciscan community in Croatla to which he once belonged. He was 
formerly attached to the Franciscan Monastery at Mostar, Croatia. 

“Of the 260 Franciscan friara—including 20 brothers—attached to the Province 
of the Assumption at Mostar in 1945, only 39 are left today, the priest related. 
Seventy-nine have been killed ; 30 were last known to be in concentration camps; 
Inany have escaped the country, including some 20 who have reached the United 
States; the fate of a number of friars is unknown. 

“In 1045 the Franciscans of the Assumption Province took care of 56 parishes, 
Father Grublisic stated. Now 30 are priestless. A middle school, a minor 
seminary, a novitlate, and a scholasticate for Franciscan students of philosophy 
and theology, once operated by the province, have been closed by the Tito regime.” 


“Rome, August 3, 1950.—Civlita Cattolica, a Jesuit review published here, In 
an article entitled ‘Religious Persecution and the Adininistration of Justice in 
Yugoslavia,’ told about one priest who refused to cooperate with the regime's 
effort to pin a crime on the bishop was arrested and sentenced on charges of 
‘immorality.’ A curate received the same treatment for refusal to testify against 
the pastor. A third priest, the magazine states, who refused to cooperate with 
Tito's police was beaten and starved so seyerely that he became tubercular. 

“The article states it cannot mention the names and places of these priests 
for ‘obvious’ reasons. 

“Describing life in a Yugoslav prison, the article says that a bishop and 
other priests are confined in a damp, dark subterranean cell. Another priest, 
78 years old, ts kept in the worst prison in his area. The imprisoned secretary 
of a bishop contracted tubercutosis because of an insuffictent prison diet. It 
is not unusval for prisoners to die from privations, These ate then buried 
secretly, the article declares.” 


“Venice, IraLy, September 16, 1950.—Thousands of Catholles in some 20 
parishes in Yugoslavia have been deprived of the opportunity of assisting at 
mass and the consolation of the sacraments, according to a report received here. 
The report stated that in one swift act Communist authorities colnpelled many 
pastors and clergy to lay aside their sacred ministry and report for ‘military 
service, . 

“Sources here tell that the military service {n question, which endures for 
no fet period of time, consists in loading and unloading ships, cutting wood, 
and other forms of heavy labor. Because of the acute shortage of priests in 
most Yugostav dioceses, {t has become imposslble to care for the spiritual needs 
of the faithful who live {n the vacant parishes. 

“Word comes too from a reliable source that a Jesult priest, a Father Kozelj, 
ons of the foremost preachers in Yugoslavia, has been arrested for a second 
time on the same charee, that of conducting, a conference attended by thousands 

. He serv months In prison and on his release was rear 
sentenced without trial to 2 yeara of forced labor.” rested and 


“Venice, ITaLy, September 8, 1950.--'The Yugoslay Communist me has 
arrested two more Catholic priests. Reva. Francia Horvath, chanceey official 
of the Sarajevo archdlocese, and Michael Paroste, priest of the Zagreb arch- 
diocese, who was a teacher of religion in the Cristo high school. 
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“Another report states that 57-year-old priest, the Reverend Louls Vrojak, 
died in a Yugoslav prison, a victim of starvation and maltreatment.” 


“Ventce, ITALY, October 20, 1050.—Tito’s latest victims are the Reverend 
Francis Hervath, chancery official of the Sarajevo archdioces, and the RNeverend 
Emanuel Kifale, O. F, M., of Zenica, near Sarajevo. Father Hervath recelved 
a 3-year prison term. He is suffering from tuberculosis. Father Kijale was sen- 
tenced to prison for alleged “cooperation with a band of criminals.” 


“New YorK, November 21, 1950.—Bishop Michael J. Ready of Columbus de- 
clared that a grinding and relentless persecution is being waged against the 
Catholle Church in Yugoslavia. 

“Since the time the Communists began operations they have killed 378 priests. 
at present the Communtsts are holding over 400 priests in prison. Archbishop 
Stepinac and Bishop Peter Cule of Mostar are still serving prison sentences. The 
unjustifiable arrests cf priests continue. 

“'Prieses are continually subjected to Communist pressure which involves ar- 
bitrary arrest, night raids on parish houses, and long hours of griiliag by the 
secret police. In some cases priests have been murdered on the publie high- 
ways. ([rfests have been prevented by the Communists from taking care of 
their parish churches. 

““*All religious orders of women.in Slovenia and fn Bosnta-Herzegovina have 
been dissolved by the Communists. Hundreds of Sisters all over the country 
have been expelled from thelr convents and forced to seek shelter in their 

ternal homes in order to obtafn ration cards for food. Many Sisters have 

n obliged to abandon thelr religtous garb and take jobs in factortes or offices. 
Other Sisters remaining in convents which are not yet confiscated receive no 
food or clothing cards. Two such Sisters on the Dalmatian coast died from mial- 
nutritton and lack of medicine during the past winter, 

“*More than one-half of the seminaries {n the.country have been closed and 
conflecated. Those remalning are partlally occupied by the Communists. 

. “'Every Catholfe school—elementary, high schoo), and colleze—every Catholic 
hospital and old-folks home, every Catholic orphanage has been confiscated by 

the Yugoslav Communists, . 
* “The Commualsts have placed intolerable restrictions on the teaching of 
. religion. Teaching catechism to children, even In churches, $s impossible. An 

edict forbidding catechism classes for children in churches was published in 
Bosnta-Herzegovina. 

“Students for the priesthood have been arrested and sentenced to prison on 
charges of “vagrancy” Bishop Ready related. Parents of seminarians have been 
threatened by the Communists and warned to withdraw thelr boys from the 
seminaries, Catholica in the armed forces or holding government jobs are for- 
bidden to practice their religion, he stated, * 

**Prieats have been subjected to physical torture by the Communists who thns 
endeavor to force “confessions” the bishop continued. Many Sisters have been 
arrested and held fn filthy prisons. Communist thugs have broken jnto con- 
venta and beaten the Sisters. Churches and ways{de shrines have been dese- 
crated and destroyed by the Communists. 

* “The once flourishing Catholic press in Yugoslavia no‘longer extsts. A few 
rel{gious sheets are allowed but so strict is the Communist censorship that they 
are little more than parish builetins. . 

“The Communist press continues its campalgn of attack against the church 
with abusive articles and cartoons against the Holy Father, priests, and Sisters. 
Pf aapeatloanl bishop has been appointed {n Yugoslavia since the Communists 
se power. 

“The Reds have also struck at the Serbian Orthodox Church, Bishop Ready 

{nted out. Its priests have been arrested and its American-born Bishop 

arnava Nastic of Sarajevo {a in prison under abom!nable conditions, he added. 

“As long as these conditlons last, as long as priests and bishops are held in 
prison,’ Bishop Ready declared, ‘there can be ohly one answer to the question 
pee: persecution of the church In Yugoslavia. The Tito Communist propaganda 

alse, 


“Wasurtxeton, December. 12, 1950.—A plea that Marshal Tito be required to 
guarantee restoration of fundamental righta and liberties before being given 
any United States aid was made here by the National Council! of Catholle Men. 

statement of the N. 0. 0. M. said: 

 'Bince the accession of Tito to power, 378 priests have been put todeath. Four 
hundred clergymen of the Orthodox and Romaft Catholfe Churches are now in 


‘ 
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prison. Clergymen are continually subjected to Communist pressure which {n- 
cludes arbitrary arrest, night ralds on parish houses, and long hours of grliling 
by the secret police. 

“*All religious orders of women {n Slovenia and Bosnla-Herzegovina have 
been dissolved. Hundreds of Sisters all over Yugoslavia have been expelled from 
thelr convents and have been obliged to abandon their religious garb and take 
jobs In factories or offices. 

‘Every Catholic school, hospital, orphanage, and old-folks home has been 
confiscated by the Tito government. Intolerable restrictions on the teaching of 
religion have been made. The government-controlled press has waged an abusive 
and viclous campaign against the Holy Father, the clergy, and Sisters. No 
residential bishop has been appointed {n Yugoslavia since the Communists seized 
power. 

“These attacks have not been directed at the Catholle Church alone. They 
have embraced as well the Serbian Orthodox Church, many of whose priests 
have been arrested and whose American-born bishop, the Most Reverend Varnava 
Nastie, of Sarajevo, {s at present imprisoned under abominable conditions.’ ”’ 


“VENIcE, IraLy, January 25, 1951.—Two priests died {n prison as a result of ill 
treatment by their Jallers. An entire Cisterclan community was arrested. A 
priest was fined for accepting the offerings of parishfoners.” 

‘The Cistercian community consisted of several priests and lay Brothers, who 
reside In a monastery in Slovenla. They were taken off by police and held 
incommunicado for several weeks. 

“The priest who was fined had to pay 10,000 dinars ($200) because the falthfal, 
according to the custom of the early Christians, le{t voluntary offerings at the 
altar. This was held to be a violation by the priest of the government decree 
forbidding collections {n churches. When police learned that the priest had 
bought some sorely needed supplies with these offerings, they fined and im- 
prisoned him. They also searched his house and confiscated a sizable sum of 
money donated by the faithful for the repair of their church. 

“It {s also recalled here that a disastrous blow was struck against the church 
in Croatia when police arrested over 20 seminartans of the archdiocesan seminary 
at Zagreb. The students were accused of taking part in ‘antigovernment’ 
activities. Several priests at the seminary were also apprehemied on the charge 
that they ‘condoned’ the activities.” 


“Venice, Iraty, February 1, 1951.—In Zagreb, only five or six priests have 
been permitted to teach religion {n the schools despite the fact that, according 
to existing law, teaching of religion should be allowed [n all schools. Reports 
from the Republic of Slovenia show a simllar situation.” 


“Venice, Iraty, April 28, 1951.—-Reports reaching here give the details of the 
expulsion of Bishop Francis Cekada, Administrator Apostolic of Banja Luka, 
from that see. Bishop Cekada was first expelled from Bosnia Herzegovina in 
January 1950 when he was given only 4 days’ Notice. 

“The bishop was summoned to the Banja Luka headquarters of the secret 
police and told that he would be escorted to the borders of Bosnia-Herzegovina 
under armed guard unless he left within 24 hours, 

“The reason for the prelate’s expulsion was reported to be the same as last 
year: his persistent refusal to grant eplscopal approval to a government: 
sponsored Association of Roman Catholic Priests. 

“Bishop Peter Cule of Mostar, sentenced to 10 years’ f!mprisonment in 1048 by 
a Tito people's court, Is forced to wear tattered and insuftictent clothing. despite 
the fact that proper clothing is sent to him regularly. Orthodox Bishop Varnova 
Nastic of Sarajevo, a former United States citizen and vigorous opponent of the 
Communist regime, {a also Imprisoned at Zenfca and reportedly compelted to live 
under the most degrading conditions.” 


‘Trieste, June 21, 1051.—In the republica of Stovenla and Bosnia-Herzegovina 
some priests have been arrested and fined for attempting to teach religion to 
children assembled in church. 

“Sisters have suffered extremely throughout the land. More than 8,000 have 
been forced to discard thelr religious dress and find such employment as they 
could. Their property has been confiscated throughout the largely Catholic 
Republic of Sloventa. In Bosnia-Herzegovina over 500 sisters have been expelled 
and their property taken. 

“Many orders of men in Slovenia have also been suppressed and their property 
taken. Seminaries have been closed and confiscated. In Ljugijana the diocesan 
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seminary which had been occapled since the war was recently declared offictaily 
souranteu The two minor seminaries in Solvenla have alse been forced to 
close.” 


From these reports of religiots persecution it Is obvious that we could do a 
great deal to restore the moral spirit of the people of Yugoslavian if we required 
Tito to discontinue his obstruction of the free practice of religlon in Yugoslavia. 


YUGOSLAV ARMY 


a 

low good is Tito'’s army? 

President Truman In his letter urging aid Inst year to reileve the food short- 
age in Yugoslavic, sald one of the reasons for our ald was that the drought 
“linperits the combat effectivetiess of the Yugoslav armed forees.” In the hear- 
Sige last winter on thls atd program, Gen. Onur N. Bradley stated (p. 37) that 
the Yugoslav Army on our aide would be of niuterial assistance. General Brad- 
ley alsu testified as to the importance of morale and willingness to fight in an 
urmy and be further stated, ia reference to the Yugoslav Army, Chat tn his 
owloton when “they are defending thelr own country they would be quite effec. 
(ive” (yp. 39) and also that he cousidered them as a rather effective Batkan 
army but that he did not know the status of their supply and productlon (p. 4), 

Mr. Kenneth de Courey, tn tls Intelligence Digest of December 1050, stated 
‘There (a nu change in relationships with the Cominform countries. If the 
Rovlet Union decides to strike at Yugoslavia, it can be done with n fatively small 
fmmediate ullitary rlek. The Yugoslav Army fs good on paper, but politically 
unrellable. Ut will fight well only Jf it f* given something to fight for, The 
opposition generally lg unwibing to Aght agalnst Stalln merely for Tite, Neither 
of the two is considered better or worse than the other.” 

The statements contained in repercts A and B, which [ have previously sub- 
iene to you appear to bear out Mr. de Courcy’s view rather than General 

radley‘a. : 

In any erent, it Is most important If we desire the Yugoslav people to fight on 
our side in case of any conflict between the United States and the Soviet Union, 
that thetr morale fs high and that they are willing to Aight. In this respect 
the attachinent of conditions: to our ald which would {mprove the fot of the 
unfortunate peasanta and wotking people {n Yugoslavia would help to assure 
the existence of good morale and willingness to fight tn the Yugoslav Ariny, 
which {s so largely tnade up of Yugostay peasants and workers. 

I do not profess to be a military expert but the establlahment of airfields and 
a naval base in Yugoslavia might be of great nesistance to the Ualted States. 
They should also be of great assistance to Yugoslavia. F suggest the attachment 
of conditipns pertaining to alrilelds aud a naval base so that they could be 
established by our military forces, should it be or becoine deslrable. ‘This is not 
without precedent. Prior to World War I the ‘Iritish had leased the Yugoslav 
ixland of Yis for an aflrfield. Furthermore, lmmediately prior to World War 11, 
the Britlkh were alxo negutlating with the Yugoslav Governinent for a naval 
bare at Boca de Catlaro. 

Veriolt me a further observation regarding military afd to Yugoslavia. 

Since the strength and willlugness to fight of the Yugoslav Army fs doubt(ul, 
I belleve we should be most cautious with regard to any military ald given to 
Tito. It might be prudent if we would at this time restrict our arins shipments 
to Yugoslavia to small arms, which the natlves can take along with thei Jnto the 
mountalns 

A realistic appraisal of the present military situation in Yugoslavia would 
Indicate that there {s little hope of the Yugoslav Army defonding the country 
against any determined attack by Stalin. About the best that could be hoped 
for would be guerrilla actlon in the mountains as was used ugainst the Nazis. 
In this case the small arms would be far more useful than heavy artillery and 
tanka which would probably be forfeited to the eneny. 

Later, after the people of Yuxoslavia have had some of thelr hasle rights 
restored, and the regime has ceased its police atate practices, the soldiers of 
Yugoslavla may regain thelr willingness to fight as an army. When this occurs, 
we can then proride the army with heavier armaments since there will then 
be greater Ikelihood of its being used effectively and less likelihood of these 
armaments nierely falling tnto the hands of the Stalinists {f Yugoslavia is 


attacked. : 
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A condition with regard to the repatriation of Greek children should certainly 
be included. In [ts report of April G, 1951, the State Department stated that 
G of these children had been repatriated up to March 15, 1071, and that 100 
ethers had emigrated to Australla to join their parents. The State Departinent 
extinated that there are a total of aupproxiinately 10,000 Greek children living 
in Yugoslavia but that only several Jiundred are to be considered ellgible for 
reputrlation. In any case, whether the number js in the hundreds or the 
thousands, we should make every effert to see that they are returned to their 
parents, 

Likewlse, we should request Tito to permit those Americans who were lured 
back to Yugoslavia by his false propaganda, to return to the Untted States. The 
Christian Sclence Monitor of Novembe: 0, 1H9, related the sad story of these 
repatriates. It estimated that 406 or 9,000 Americans, Canadians, Australlans, 
«nd others of Yuyeslay orlgin were entleed back (o (heir mother country by 
a barrage of natlonalistle and fdeological propaganda. Upon arrival in Yugo- 
slavia, these repatriates were relieved of thelr money and goods and put to 
work for the Communist regime. The erticle estimated that the regime ac- 
quired more than $10 milion worth of foreign exchange in this shell game. 
Many of the swank American cars manned by Communist officers fn Belgrade 
were acquired in thfs manner, We Americans shonld help these former Atner- 
jean citizens (o return to the United States, lence, I belleve we should tnclude 
as a condidion of our ald (hat Tito permit them (o return. 

Thus I belfeve that all the conditions IT have outlined above are desirable. 
We have basically two objectives In Yugostavia with reference ¢e the inilitary 
inferests of our own country. One is (o deny Stalin the use of Yugostay re 
sources, Cereltory, and people. The other ix to secure the Yugoslav resources, 
territory, and people as an ally in our Ught against Stallu. There fs Htile 
Hkeliheod of Yugoslavia again becotning the (ool of Stalin without armed Inter- 
veation by Stalin. This armed intervention Is most unlikely anlezs Stalin is 
intending to preeipitate Workt Ware Ii Therefore, we need not serlously con- 
sider sending ald to Tito merely for the purpose of denying Yugoslavia to Stalin. 
But we cau make Yugoslavia a true ally of (he West and thus of positive value 
rather than merely negative value to us by {mposing specitically the conditlons 
L have outlined above to any ald to Yugoslavia. 

These conditions would help free the peuple of Yugoslavia from their slavery, 
These conditions would also help gain for us the true friendship of the Yugo- 
slay people to the extent (hat we have helped them bave their rights restored. 
This to turn would help finprove the Yugoslav economy and thus reduce the 
possible necessity for further ald and make more effective what ald we do render. 
Furthermore, (he morale and efficiency of the army would tikewlse Improve and 
we would better be able to count on a real fighting force Instead of the doubtful 
one which now exists, And the esatablishivent of military bases in Yugustavia 
would be of great value to both countries. 

I do not have any suggestions as to what extent we should render ald to 
Yugoslarias. <A newspaper article recently stated that €500,000,000 was con- 
templated fur Yugoslavia. 1 do believe that this figure is considerably larger 
than is warranted. In view of the State Department's bias in favor of Tito, 
I belleve that any Dill drafted by this committee should specifically Minit the 
amount of ald which may be permitted to be used for Yugoslavia, 

We must constantly remember that we are deallng with an arch criminal who 
destres nothing more than {o rob us of all he can. We should keep in mind 
the nature of the regime we deal with here. The story of the British soldier, 
Rutledge, which was reported In Newaweek, July 25, 1949, is worth recalling. 
Rutledge wandered across the demarcation Jines between the Anglo-American 
and the Yugoslav zones of Trieste. He was shot and alightly wounded. A Yugo- 
slay seatry walked up to him and shot him again at close range. For several 
days Routledge's body lay on a path just inside the Yugostay border while British 
requests for its surrender went unanswered. When a reply flaally came it 
stiputated that the body would be returned only upon receipt of a British state- 
nent completely exonerating Yugoslavia. 


Mr. Carnauan (presiding). The next witness this ovening is Mr, 
J ames G. Patton, who is president of the National Farmers Union. 
r. Pa 
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STATEMENT OF JOHN A. BAKER, LEGISLATIVE SECRETARY, 
NATIONAL FARMERS UNION 


Mr. Baker. Mr. Chairman, Mr. Patton could not be here this eve- 
ning. Ho had to attend an executive meeting at Denver. | 

T have a brief summary of his statement to read, and I will present 
his statement for-the record. 

Mr. Carnantan (presiding). That is a rather lengthy statement. 

Mr, Baker. Mr. Chairman and ladies and gentlemen, I am John 
A. Baker, legislative secretary of the National Farmers Union. Ihave 
given Mr. Patton’s statement to the reporter for the record, alon 


with five attachments, and J should like at this time to read a brio 
summary of Mr. Patton’s statement. ‘ 

Mr. Carnauan (presiding). Do you want to submit this statement 
anc have it become a part of the record t 

Without objection the statement will be printed in the record. 

(The statement referred to is as follows:) 


SraAreweNt or JAura G. Patron, PResipent, NATIONAL FArMres UNION, IN ¢uP- 
PORT OF TNE MUTUAL Security Prockau 


Farmers Union appreciates this opportunity to present {ts view on the Mutual 
Security Program being considered by your committee at this time. We want 
to commend your committee for the palnstaking way In which you are going 
Into the pertinent considerations. , 

The problems before your committee have been audjects of a great deal of 
thought and discussion among the members and officials of the Farmérs Union. 
Famlly farmera have come to recognize that In the world of today, we in the 
United States cannot obtain and enjoy peace, prceperitys and democracy I¢ these 
conditions are not widespread throughout the world. 

We want peace, prosperity, and democracy not alone for ourselves but for 
everyone else In the world. We feel that they are human beings just like us. 
We think that they share our hopes for peace, our desire for prosperity, and 
our faith in democratic principles. We realize, of course, that there are always 
a few power-hungry men [n any country, that would like to take over autocratic 
and d tle powers and deny all liberty and freedom to the rest of the people. 
But with this exception, the great bulk of the world’s people, we belleve, share 
our aspirations for prosperity, peace, and personal liberty. 

These ideals can only be attained, for the fong pull, {n a world brotherhood 
of prosperous democratic nations living at peace with one another. This {s an 
age-old aspiration of men of good will. It {s the {deal we recommend to you 
as the proper gulde in the formulation of the foreign policy of this Nation. 

The United States has tho greatest responsibility among the nations of the 
world for consistent cooperative action with the other ‘nations. Our respons!- 
bility fs greatest because our strength, power, and opportunitles are greatest. 
We, therefore, urge that our Government take the lead In the speedy develop- 
ment of the United Nations and Its specialized agencies into a constitutional 
world government of defined and limited powers. 

Although Rassia has apparently done all she can to disrupt and discredit the 
United Nations organtzation, she has not, fortunately, been successful. United 
Natlons through the General Assembly, !f not through the Sccurity Council, has 
been able to take constructive steps. 

Although Rassla has joined and tried to disrupt the United Nations itself, 
she has not for some reason desired to participate In the specialized inter- 
national action agencies such as Food and Agriculture Organization, World 
Health Organization, and UNESCO. This fact gives the United States a great 
v1) unity. A successful demonstration of harmontous {nternatlonal coopera- 
tion fn Food and Agriculture, World Health Organization, and the others would 
be in striking contrast to the frustrations ard eonfusions currently characteriz- 
{ng the United Nations. Success [n the speclalized agencies would focus atten- 

. are upon the obstructionist tactics of Russia and her satellites In the United 
ations, 


, : t 
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Farmers Union urges that the United States continue (o glye full support 
(o Food and Agriculture Organization aud the other specialized agencies and te 
show a genuine desire tv Increase the United States contribution to such agencles 
us rapldly as the other members will correspondingly Increase thelr contributions, 

Faluily furtiers are realists, They have to be. Every day they must over- 
cone the stubborn and unpredictable forces of dood, heat, and storm. Farolly 
farmers depend for thelr lvelllived upon the marvelous but mysterious forces of 
life, disease, and death. 

Family farmers have also had to be reatists In the realms of cconomics and 
polities, Family fariners have fuupd that they inust extend their activitles 
beyond their Hue fences to protect themselves. To meet this need they developed 
our Natlon-wide faroy organizatlons, they adopted the private business coopera: 
ie technique, and cooperated with Government Ip far) progratis Iu the general 
welfare, 

Family farmers inevitably approach the solution of problems in a tough-minded, 
practical way. I wish every tember of this committce could attead our national 
policy-making conventlons and observe the high moral purpose, the patriotism, 
and the tough realisin with which our delegates deingcratically work out a 
program they think will best help them to meet their needs and fulfill their 
aspirations. 

HOW TILE PRESENT SITUATIONS DEVELOPED 


During aud jimimediately following World War II there were encouraging signs 
that peace, prosperity, and the extension of demoucracy and brotherbvod might 
emerge following the horrors of war. We, and our World War II allies, were 
winning, and finally did win, a long, hard war against three dictators—Hitler, 
Mussolini, and Tojo, 

We established and operated the Unlted Nations Relief and Rehabilitation 
Administration. We and our World War II allies, established the United Na- 


tions. Many nations joined forces and established the Food and Agricultural | 


Organization. Congress adopted the Employment Act of 1040, and went. ou 
record for econowle stabilization. Natioual farm organizations In mafhy na- 
tlons cate together and established the International Federation of Agricultural 
eerste These are but a few examples of the many constructive things that 
we dld. 

These attalnments gave us some hope that further constructive actlon could 
be taken. My own organization, and our Natlon, generally, attempted in every 
proper way to further the extenlson of democratic government and peace 
throughout the world. I am glad that we as a Nation, and my own organization, 
were hopeful and that we dcted upon that hope. 

But those hopeful conditions did not last very long. It has become increas- 
ingly apparent over the months since the cessation of hostilities of World War II, 
that the men who contro! the Russian state did not share our faith in democracy 
nor our desires for liberty, prosperity, and peace for all people. 

Instead, these Russian rulers seemed determined to further imperlallstic com- 
munistle aggression. Wherever the Russian Army was In occupation, the Rus- 
slan overlords set up litle totalitarian dictatorship governments, modeled upon 
the police system of the Soviet state and subservient to dictatorial directives 
from the KremHn. In additlon, Russia tried by political, economic, and sub- 
versive methods to take over many other areas not occupied by the Russian 
armies, Some of these attetupts were, of course, successful. 

With the fnvasion of South Korea, it became evident for the world to see that 
Russia ‘Is fully willing to foment her puppets to resort to military aggression to 
further her own selfish imperlalistlc alms. 

The despotic rulera of Cotomunist Russla seem determined to pursue the 
imperialistic alms of czarist Russia. From the facts known to us, we can only 
conclude that Russia under the modern Kremlin ike Russia under the Kremlin 
of the czars desires to expand {n all directions with the alm of world domlioation. 

They use the same hard-handed, cold-blooded, freedom-denying techniques of 
geopolitics, made much more effective and terrifying by the adoptlon of wodern 
methods of communication, propaganda, and modern scientific and technological 
developments. 

Modern militant communistie Russian Iimperialiam has also adopted the 
Trojan horse techniques which Hitler used as a fifth column in the form of na- 
tional groupe who play mental tweedledce tweedleduta with psychoneurotics and 
the frustrated of all economic lerels. But Hitler's fifth column and TojJo's East 
Asia coprogperity sphere, however, were amateurish tricks compared to the sub- 
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vernive techniques, false promises, and glittering lures that Russia today uses 
through native chanelons to ensnare additional peoples and Individual areas. 
Even this, as bad as it is, [s not the most compelling danger. 

Our basic concern is that the imperialist design of the totalitarian masters 
of the Soviet Union {s to destroy our houter, our farms, our industry, and to 
fasten slavery upon our people. Our most compelling danger is that the ulti- 
mate alm of Russian imperialist expansion, if we do not stop it, Is to take 
over the geographic area of the United States and bend its lands and its people 
to the purposes of the men {n the Kremlin. 

That is what the Russian rulera want te do to ust and to all the people of the 
world, inside and outside the fron curtain. That is the greatest present threat 
to the attainment of our aspiratiqn for a world brotherhood of prosperous demo- 
cratic nations living at peace with one another. 

{ fee) sure that the great bulk of the people behind the fron curtain share 


-our aspirations for peace, prosperity, and democracy as well as our abhorrence 


of war, totalitarian secret police, and tsolation from the rest of civiilzation. 
As long as this Is true, there Ia always hope for an ultimate settlement. 
But, temporarily, the common people behind the fron curtain are largely 
tocked off by thelr totalitarian governments from cooperating with the peo- 
ple outside the fron curtain. For the moment they are helping to help them- 
selves, And we are unable now to provide enough of the kind of help they 
heed to throw off thelr shacktes. 

But we can give them an example of hope. We can demonstrate the values 
of dentocracy. Wecan beam broadcasts to them. We can be of help In a multi- 
tude of other ways, but primarily the burden of giving the concept of demo- 
ecracy, prosperity, brotherhood, and peace an chance to survive and expand in 
the world rests upon us who are outside the fron curtain. 

Our Nation and the rest of the world may face a minimum of at least three 
more generations of this struggie between democracy and Russian dominated 
and inspired totalitarlanism. Basically the struggle is a struggte for the 
control of raw materials and resources. Russia wants to acquire additional 
Jand areas go it can take over the resources there and Incorpormte them into the 
Russian economic machine. Ruscla will continue to try to acquire control 
over more and more of auch resources as fron, oll, aluminum, and the others 
that are the basis of modern {ndustrla!l atrength. This attempt to acquire 
control of more resources {fs at the root of their drive for geographical ex- 
pansion which le backed up by the ideological struggle for wen’s minds and the 
use and the threat of the use of armed aggression. 

The particular brand of totalltarianiem against which we are pitted fs one 
which preaches but does not practice, a glittering and attractive sort of ma- 
terlallsm which undoublediy has considerable appeal to the poverty-stricken, 
the down-trodden, and the hopeless. This geographical and Ideological aggres- 
sion runs up and down like fever; it takes the form at one time of propaganda, 
later of diplomacy, and at another time or armed confilct. There is every rea- 
eon to believe these sporadic outbursts of aggression to obtain additional natural 
resources and win the minds of mea by false promises will continue to flare up 
in one form and ancther at one place or another for many yeara to come. 

We may be approaching the end of more than a year of armed combat fn 
Korea. War is stlli going on in Indochina. The military uprisings in the 
Philippines are an extension of this atruggle between communistic totalitarian- 
ism and the forces of democracy. Such outbursts of milltary aggreesion may be 
only the prelude to full-scale world war, or more probably, they are just the first 
few of a continulng succession of euch erente. 

Democracy can agaln defeat totalitarianism if the people who belleve in democ- 
racy have a will to win. But to gain the victory and lasting peace we must win 
both the ideological struggle for men’s minds and the military struggle for area 
rupremacy, 

THE JOR BEFORE TIF, FREE WORLD 


_ While making the United States and the reat of the world outelde the fron 
curtain strong militarily, we must also demonstrate that democracy, even under 
forced draft, provides the means to the material, as well as spiritual, improvement 
in the lot of all the peoples of the world, 1 

The eitvation I have just described confronts the people outside the tron 
curtain with the necessity of building and maintaining a defense against ag- 
gression while at the same time it fs building the econoinic and political strength 
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amd understanding necessary (o extend democracy, Improve living standards, 
and establish an international brotherhood, 


Our efforts to bulld economic, politieal, and military Strength start with what, 


we have. Tu go somewhere, we have to start from where we are, even though 
it looks as If we could not get there from here. This means that your committee 
must carefully examine the situation of each country that 13 outside the fron 
curtain, 

Yoo have already received and will continue to receive the testimony of many 
experts. You have before you the committee print of basic data suppiled by 
the exceutive branch. We have studied this material carefully. Without gotog 
into detall I should like to xay that [t largely substantiates iny own observations 
in soine of these countries coupled with Information I have acquired In discussion 
with other members of the Internatlonal Federation ef Agricultural Producers, 
and the foreign observations of other officials of Farmers Unton. The descrip- 
tions of the problen: appearing fn each regional section of the committee print 
are, as far as 1 can deterinine, accurate, If not entirely coinplete, appraisals of 
what the problems are in the countries of each regton. 

With respect to the European appraisal I would add only three points. First, 
several of the European nations need to make improvements in thelr land tenure 
and land utilizatlon patterns; second, International economic integration of 
European agriculture Is an essentfal element of cconomic strength and in- 
creased agricultural productivity in the area; third, some European national 
governments need to move more rapidly than in the past toward more democratic 
forms of government. 

The coinmiltee print stalement on the Near East and the independent coun- 
tries of Northern Africa does put nearly enough emphasis upon the need for 
land reforin and for faster strides toward greater democracy in government. 
Land development, economic investments, and economic nld alone will not 
strengthen this area sufficiently {n absence of educational, cultural, and Institu- 
tlonal changes required to see to it that basic understanding of democratic 
processes and the benefits of economic progress and natlonal defense are widely 
distributed among all the people. 

On this point I invite your attention to the report of a coinmittce of experts 
prepared for the United Nations called Measures for the Economie Develop- 
ment of Underdeveloped Countries, Chapter IIL of this bulletin covers these 
preconditions I have mentioned. Since this chapter {s not very tong, Ishould 
lke to offer it for the record as a part of my statement (attachment A). 

The pressing need for properly sponsored reform of all the economle and 
soctal institutions surrounding farming and farm life {s also very great {n Asia 
and the Pacific. These nations and our own Government have already done a 
great deal on this. I should tike to Invite your attention to several fttems which 
document our actions to further land reform . These items include— 

1. A copy of a letter I wrote to the Administrator of Economle Coopera- 
tion Administration on this subject (attachment B). 

2 An address of Secretary of Agriculture Charles F. Brannan before the 
Association of Land Grant Colleges and Universities (which was printed in 
the Congressional Record of January 17, 1051). 

3. Senator Sparkman’s address to the General Asseinbly of the United 
Nations In connection with a resolution on land reform that was adopted by 
the General Assembly. 

4. A resolution adopted on land reform by the fifth annual tneeting of the 
International Federation of Agricultural Producers (attachment ©). 

5. The address of Under Secretary of Agriculture, Clarence J. McCormick, 
before the council meeting of the Food and Agriculture Organization which 
met vecently In Rome, which I am offering as attachment D. 

The committee print of basic data does not do full justice to the importance of 
the other American republics nor to the magnificent potential they have of 
helping out in the mutual fob of building atrength for peace, prosperity, and 
democracy. 

The necd for reforms fn the economic and social Institutions of agriculture in 
Latin America Is, again, largely overlooked in the committee print. In this 
matter. I invite your attention to a resolution adopted at Montevideo by the 
agricultural section of the Organization of American States. I offer a copy of 
this resolution for the record (attachment E). 

When we have examined the econonile situation of the different countries 
outside the fron curtatn, except our own, we find that none of them has the 
present ablilty to bulld the strength they need as rapidly as the world situatlon 
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demands. We can assume and must demand that each of these countries do 
nll they can themselves. Rut I feel sure that you will conclude, as I have, that 
wwe must help them to help themselves. 


RACKGROUND OF UNITED STATES DECISION 


This lends us to the question of what the United States should, and can, do 
to help most effectively. That is the major question before your committec, 
It is a vitally {mportant matter for the world and for the United States. 

The family farmers of this country are not unfamillar with the necessity of 
making decisions of the kind which face your committee and the Nation nt this 
time; nor are our family farmers unaccustomed to making such decisions. Let 
me illustrate what I mean. 

A frequent occurrence within the farm family Is the necessity of making a 
hard cholce about how to use the proceeds of a particular cream check or the 
funds recelved fn payment for a load of hogs. .The money could be used to buy 
a couple of new dresses for the farm wife, a new sult for pa, and some extra 
toys for the klds. The same money could be used to build an additlon to the 
barn that would prorfde protection for some new inachinery, for additlonal live 
stock, or to put up more hay or feed. 

Quite often there isn’t enough money on the farm at one time to do both. 

80 a hard decision bas to be made whether to protect the capital resources 
that have already been accumulated and that can be used to produce more in- 
come In the future and for a while do without the additlonat dresses and suits 
and toys aud other family Iving goods. Even In good times the farm family 
must make countless decieions of this kind. 

It has heen common throughout our history for young farmers, and those 
who «vere not so young, to improve thelr barns before they improve the house 
the family lives in. And when you stop to think of it, this fs not such a dumb 
dceciston after all. With a better barn there fs a ibility of lower costs and 
a higher income leaving a greater net from which to cover the cost of {m- 
proving the home. 

In international affairs, likewise, we must decide whether ta invest in those 
things that will protect us against aggression and build toward peace, prosper- 
ef and the preservation and extension of democracy at the temporary expense 
of the higher standard of living that might have been possible if the same effort 
had been put in peacetime pursuits. The question ja, Shall we expand and 
strengthen the barn? The question {s as simple as that, and as fundamental. 

Out in my country, wolves are a threat to our Ilvestock. As you know our 
farmers and ranchers have not sat idly by and trled to accommodate themscives 
to the prospect of expanding numbers of this predatory beast. 

We have taken guns fn our hands with a ylew to protection. And through 
our governments we have provided economic assistance and economic incentives, 
in the form of bounties, to those who are willing to join our comunlse agatnst 
wolvea. We haven't yet gotten rid of all the wolves, but we're keeping them 
under better control than if we had refused fands to pay bounties, 

The United States must play a major role in assisting the free world to resist 
the encroachments of the predatory forces in international affaira and to ultt- 
mately roll them back, Our aim must be to build maximum etrength—political. 
Scone males social, and military—in the United States and throughout the free 
world. 

Fortunately, even uncer present circumstances, this alm does not require ac- 
tions that completely conflict with the kinds of progress we would want under 
more desirable circumstances to bring about the economic and political develop- 
ment that would lead toward sustained and widely distributed abundance In a 
peaceful democratle world. : 

Much that we must do to bulld a defensive shield against Russian dominated 
and planned totalitarian aggression will contribute constructlvely and per- 
manently to the building of a better world even though considerable funds are 
expanded in purely defense mobilization activitles. It is unfortunate and tragic 
to rank and file people everywhere that such a large part of our stepped-up 
efforts must go into military defense. Rut in bullding those military defenses 
we not only build a defensive shield to protect the attainments we have already 
made but we can, also, if we are wite, make a Yast net confribution to the wel- 
fare of the world. Asa matter of fact a large share of our domestic program 
end of our foreign assistance must be channeled into improving economie and 
political conditions if the military defense shield {s to be as secure as we would 
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SIZE OF PROGRAM 


Some of the witnesses who hare appeared defore your committce hare sald that 
the current need for defense expenditures and foreign assistance far ex 
our ability as a nation to provide. Although I have no particular argument 
with that point of view, I ani not at all sure that It expresses the really pertinent 
question that the Nation and your committee Is called upon to answer. I feel 
quite sure, without examining a lot of statistics and financial reports, that the 
maxinum physical and economic ability of our Nation to divert resources and 
manpower from civilian goods to defense and foreign assistance, If total war were 
imminent, would very greatly exceed the proportion of such resources that wisdom 
would now dictate that we should so allocate. 

So the really pertinent {nquiry 1s how large a total effort we should make 
and what proportion of the resulting total national output would it be wise at 
this time to devote to domestic defense expenditures and foreign assistance. 

The present perlod of international tension will, in my oplaion, last a long time. 
Meauwhile, life and progress must go on. This means that we should adopt the 
size of program that we think the Natlon can accomplish fo stride, year in and 
gear out, without sacrificing the values and personal integrity which our defen- 
sive shield must protect. We belleve that some such workable approach {s more 
conducive to the building of maximum sustained military and cconomie strength 
than any other alternative. 

To arrive at the proper tempo, different people and different groups will make 
different sorts of calculations. What any of the calculations come down to Is 
a judgment of how much resources and how many nin-hours we as a nation 
aml as individuals are willing to put into the crusade for freedom. 

We must all remember that it 1s our liberties, our prosperity, and the prospects 
for peaco that are at stake. We have estimated what different rates of expendl- 
ture for foreign assistance would come to In taxes for farm fannilles {n each of 
the income groups. Checking through these figures, we have concluded that the 
President’s recommendation of $8,500,000,0(0 Is moderate. 

Your deliberations are being conducted during a perlod of uncertainty—uncer- 
talnty concerning the next moves of the Kremlin and also concerning the final 
outcome of the cease-fire talks in Korea. We niust, however, realize that there fs 
no eccurity, but fosecurity. Actually, man never mores forward when scarching 
for sccurliy. Only when he Is dlaring does he have security. 

We must not atlow our hopes for a Korean cease fire to lull us Into a feeling 
of false security. Even the genuine attafument of a secure and genuine cease 
fire or armistice In Korea would not change the basic underlying necessity for 
the United States to contribute abundantly to bullding the economic and po- 
litical strength and understanding required to move as rapidly as we can toward 
a world brotherhood of prosperous democratte nations living together at peace. 

It is our recommendation that the outcome of cease fire talks not be allowed 
to affect the total amount of appropriations to be authorized for foreign as- 
sistance. With or withont a cessation of armed hostilitles in Korea, we recom- 
ment that the United States inake an annual investment of at least $8.6 billion 
in bullding an integrated economic and military strength of the free world. 

In the conduct of our foreigu econonic assistance programs, a8 mucb as pos- 
sible of the assistance should be extended through appropriate International 
agencies. A desirable corollary polley is that bilateral arrangements in the 
extension of forelgn assistance should he used only to the extent that {nter- 
natlonal agencica cannot for some imperative reason carry out the proposed 
project and for the extension of economic ald beyond the capacity of the ap- 
propriate International agency to expand rapidly enough to undertake. 


ALLOCATION OF FUNDS TO SPECIFIC PURPOSES 


While we do not think the total over-all authorization should be reduced even 
if we are able to work out a genuine cease fire In Korea, we do recommend that 
the allocation of the funds among the different forms of foreign assistance should 
be shifted from finished manufactured goods—consumers goods and military end 
products to productive goods—machine tools, assistance in bullding factories, 
Gexeionne new sourcee of power and raw materials, and provision of technical 
assistance. 

Accordingly I have prepared two sets of recommendations: One set will in- 
dicate the allocation of the $85 billién total that we recommend [n case no 
genuine cease fire can be negotiated {n Korea. The second set of figures Is the 
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allocation among forms of assistance that we recommend should be authorized 
in case of a genuine cessation of hostilitles, in Korea. 

The President's recommendation was $6.3 Ddilllon for miltary ald and $2.2 
billfon for other forms of foreizn economic agsistance. I am sure the com- 
mittee will consider these recommendations carefully, 1 ame sure that you 
will Inalst that as much as possible of the projected afd be fn the form of as- 
alstance to the other nations to build expanded plant capacity and to do thelr 
own production with thelr own manpower and natural resources rather than 
In the form of end products such as relief, finished gooda, and military end 
products, This {s the only means by which we can help the free peoples to help 
themselves. I recognize, of course, that considerable ainounts of forelgn as- 
sistance must be In the form of finished goods to meet the deadlines of military 
and strategic expediences that cannot awalt further economic development in 
areas where needed, but I hope that this can be kept to a minimum. 

For this reason the restrictions imposed by section 104 of the Mutual Defenac 
Agslstance Act should be eliminated in watever legislation this committce recom- 
memis and the Congress enacts. 

With the ellmination of the restrictions contained in sectlon 104, I belleve that 
probably as much as $1 billion could be shifter from the $6.3 billlon for military 
end products to other forms of assistance without damage to the military defense 
Programs of the natlona to be aided. If this is true, and assuming no Korean 
cease Gre, this shift would result in $3.2 billion for noninilitary aasistance and 
$5.3 billlon for military end Dab ean 

I case of a genuine cease fire in Korea, I recommend that a further [Increase or 
$1 billion be made in the nonmillitary assistance with a corresponding reduction 
in the funds provided for the granting of military end producta. Acceptance of 
this recommendation would provide, in the case of a genuine cease fire in Korea, 
that $42 billion should be allocated to assistance {n forms other than milltary eod 
products and $4.3 billion allocated to military end products for shipment abroad. 

Toformation that we have studied in meetings of the National Advisory Com- 
mittee on Mobilization Policy has impressed me with the very great rapidity witn 
which our sclentists and development engincers render existing models of tanks 
and alrptanes obsolete. If the Russians are improving their models only half as 
rapidly, I would not want our side to gct caught with a lot of our raw materials 
already made up Into obsolete alrplanes and tanks and electronic devics. 

If we do get a genuine cessation of hostilities in Korea, I would like to see us 
concentrate more of our efforts both In foreign assistance and in the defense 
program here at home on resource exploration and development, expansion of pro- 
ductive capacity, raw materials stockpiilag, and vocational and scientific educa- 
tion to build even more rapidly the underlying economle strength that will con- 
tinuously give us the ability to produce greater quantitles than we otherwise 
could of the then most recent models, 

A ape cease fire in Korea will give us an’opportunity to put greater atten- 
tion on building fundamental economic strength with Jess of our efforts devoted 
to a feverish attempt to Increase our supply of finished military goods In forms 
that may soon be obsolete. If we do not relax but shift the emphasis of our 
efforta, we can frustrate whatever alm the Kremlin bas in trying to lull us now 
into dropping our guard. , 


LEQIGLATIVE SEPARATION OF FORMS OF ASSISTANCE 


We want to recommend that in whatever legislation {a written to authorise 
the Mutual Security Program, the different forms of foreign assistance should 
be set off in rate titles, one title for each of the following forms of assistance: 

(a) Reilef and rehabilitation. 
(8) Mitltary end products. 
(c) Forelgn economle derelopment— 
1. Through private loans and Investments, United States firms and 
persons. 
2. Through loans by the United States Government and its instru- 
mentalities and thro intersational credit agencies. 
8. Through grants from the United States. 
(@) Technical aesistance. : 

Any foreign procurement. programs should be coordinated with economic 

ms. : 


assistance prosrs 
* We feel that thiss ed separation Of the proposed bill into funetlonal titles 
$s an important consideration, both to make our basic aims known to other 
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nations and to fncrease the understanding of the legislation by our own people. 
If the authorizatlons are separated in this way, all of us can understand better 
just what it {s that we propose to do and we can keep a better check on the 
actual progress and accomplishments of different parte of the total program. 

For conyvenfence of reference, I have here a brief table that summarizes the 
appropriations I am recomuiending for each of the different forms of foreign 
assistance. Yon will notice the two sets of figures, one based on no cease fire In 
Korea and the other based upon a genulne cense fire. 


Recommended appropristion 


Form of assistance Cevuhie 
- enu 
No cease-fire ccase-fire 


TO a anos ccke ik adeeb detain cee esi sets ceeS eas este cad desdicnareceas $4, 500, 100, 000 
Technical assletance... 0... 2.0.2 cece cee nec n ceca nec ecnca ree wercarenecee , 000, 
Gran Bevelopment .. 1... eee ee eee ee ee eee eaec econ 3, 737, 500,000 
United States contribution to economic development revolving fund !. . 800, 000, 000 

t to guarantee private foreign Investments by United Btstes 

CU SONG Sooo os ids So iecovecs iecetessuctsescse cies receeecatestoense 200, 000, 000 
Military end-products ............2----05- Os cas SeculcGened saat oats vee ben 4, 230, 000, 000 
Relief and rehabilitathon.... 2.00... 202. cee ee cee cence tere eee eceeeanewes 212, 500,000 


| Loan funds not [Included fn totals at head of columns. 


* You will also notice that I have not shown a recommended regional allocation 
of the funds, This is deliberate. We do not agrce with the basie concept under- 
lying the lumping of all the fnncttons together regionally. We think it would 
be a mistake for regionalization to be the major structure of this proposed legis- 
lation. In carrying out theee programs we will not be dealing primarily with 
formally organized regional groupings of “vorernnients. 

Almost all of our direct dealings will be with International organtzations and 
with {ndividual severeign nations, We recommend that the najor divisions of 
the leyislation into tltles be along functional rather than regional lines. 


TECHNICAL ABSISTANCE 


The Hinlting factor in the provision of technical assistance is neither the 
peed nor the available funds to make the expenditure, but rather the limited 
number of available technicians, and the speed with which we can develop a 
sound and effective program. I would personally Iike for us to move a great 
deal faster than these limiting factors will allow. But taking account of these 
limiting factora, which tpany who oppose the program will tell you are a great 
more Ilmiting than they really are, F recommend that the following amounts be 
wade available for teclinical assistance: 


In case of no cease fire in Korea.....----.-..... $164, 000, 000 
In case of a genuine ceare fire...--...-.-.---. 250, 000, 


These recommended funds would be available for the type of technical aszist- 
ance and technical-collaboration prograins as are currently conducted by the 
Office of Foreign Agricultural Relations in the Department of Agriculture and 
by the Institute of Inter-Awerlcan Affairs, the Technical Cooperation Admin- 
erator of the State Department and by the Economie Cooperation Administra- 

on. 

We recognize that there has been some controversy ainong those who belleve 
strongly In one or another of these forms of technical assistance, Hach group 
of partisans seem to favor his own approach to the exclusion of the others—- 
our attitude Is that there is a place for the “Services” type of technical assist- 
ance performed by the Institute of Inter-American Affairs, along with the other 
t , but we do not believe that our entire national effort should be channeled 
through this one device. There are several effective approaches; our Govern- 
tuent should make full use of all of them. 

it Is also my recommendation that, fo addition to the scientific and profes- 
sional type of personnel that these prearaws are currently setiding overseaa, 
that the technical-agsistance work augmented by working United States 
farmers; actual shop, factory, and foundry workers; by typical United States 
citizens from all walks of life. These ordinary citizens would join into farm 


eerie sin 1 « 
mere ye 
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and village life in the other nations to pass on the magnificent skills that have 
made United States farmers and workmen the wost efficent per man-hour of 
any people in the world. 

t me take a farm Illustration to show you what I mean. At the request of 
the Government of India, the United States Department of Agriculture bas a 
trained United States extension agent working with a group of villagers in India. 
He has helped train a number of Indlans ntid together they are teaching the 
local farmers how to improve their production by using the things they have— 
such as Improved vartetles and local legumes. In 8 years the farmers {in those 
villages have doubled thelr wheat production and {ncreased other crops almost 
as much, 

Unfortunately there ts a limit to the number of men of this kind that we 
have to send abroad. So I would propose that we send 4 number of farmers over 
to help him. These farmers would live in the village, work closely with the 
farmers and help them learn how to solve thelr own problema. They mnight 
help them form a cooperative, or a farm organization, or buy an loproved bull 
or bring In some better chickens, 

The saine thing could be done with industrial workers and small-business men, 

The rewards of this kind of program not only In the teaching of technical 
sklilis but also in people-to-people good will would be very large for each dollar 
spent. <A fel of our pont 4 people are doing this with young farmers and It is 
working extremely well. So we are speaking from practical experience. 

This program would also work {9 reverse. When the farmer came home after 
a year or two he would bring several of those farmers with him—men picked for 
their potential leadership ability. The Indian farmera would Ive on the farm 
of the American and some of his neighbors,” ° 

We sbould greatly increase the number of citisena of forelgn natlons that 
are prorided with on-the-job training in the United States, and we should en- 
courage them to stay here long enough really to acquire advanced skills and 
technical know-how. I doubt if our money {s being well spent when we bring 
a foreigner over here and he stays only a month or 6 weeks, 

Language schools would, of necessity, have to be provided as would transpor- 
tation and subelstence: Here again, the returns in good will, international 
understanding. and increased diffusion of technical knowledge and skills would 
far outweigh the dollar cost. 


Gront FORFION ECONOMIU DEVELOPMENT 
nte 
As you see {n the table, I am recommending an authorization and approprla- 

tion for grants in ald of foreign cconomle development of nearly $83 billion In 
case of a genuine ceasefiie. The “no cease-fire” total, $2.87 billion, is made up 
of the $1,673,000,000 recommended by the executive branch for economic assist- 
ance to Rurope plus the $f billion that is to be shifted from military end products 
by the elfmination of section 104 of the Mutual Defense Assistance Act, plus 
the funds recominemfled by ‘ue Prealdent for nations in regions outside Europe. 
In case of a cease-fire in Korea, we should put additional funds Into resource 
exploration and development, plant capacity expansion, agricultural tand develop- 
ment, and other forms of expanding and strengthening the basic economies of 
nations outside the fron curta(n. In the total of $3% billion, & have included 
fands for additional land reclamation and development tn southern Italy, farm 
consolidation and enlargement fn southern France and elsewhere ani for eco- 
nomic development generally in the dependent territories of Africa. The remain- 
ing funds I have recommended {o the erent of a cease-fire would be avallable to 

rovide Anancial encouragement to expanded economle development of all types 
n regions outside of Europe. 

Authorizatlons In these amounts would allow the Initlation of some really {m- 
portant economic development projects—projects (hat would be sound and prac- 
tleal applications of the kind of {nternal improvements continuously authorized 
in the United States throughont our 175 sears df history since the Declaration 
of Independence announced the birth of modern democracy and economic evolu- 
tlon to the world. 

Our own fnternal improvements, the canals, and waterways, the land granta to 
railroads, the multipurpose dams, and the test tere very Important contritu. 
tions to the economic progress of our own Natlon as it pureued Its “inanttest 


{ny,” 
Similar good resnits can be expected In other nations from United States 
financed and encouraged economic development.’ 


f ! 
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The Congress should require that United States funds advanced for economic 
development be matched by local funds and/or econonile goods or services [n a 
rutlo to be determined for each country by the President. Regulations and 
restrictfons relating to these matching funds should be the same az those now 


required under the Econolle Cooperation Act for the so-called counterpart funds. ° 


These counterpart funds should be used as a means of Sutegratiug the entire 
Mutual Security Program with the total resourses of the free world. Not nearly 
all of the jobs required to build economic and military strength and better poll- 
tical understanding require the use of dollara. In many cases nondollar counter- 
part funds can get the fob done. Natlons recelving ald should contribute accord- 
ing to thelr ability counterpart funds to be used in financing additional projets 
to further the purposes of the Mutual Security Act. We feel that this purpose 
can be atlained through appropriate international nexotlations under current 
regulations concerning counterpart funds but would represent a change {n exist- 
{ug procedure and practice. This should be done in a manner consistent with the 
dignity and natlonallsm of cooperating countries. 

At least some part of the economic assistance funds extended to Europe, plus 
matching counterpart funds, should be earmarked for agricultural credit and 
technical guidance to further the alm of agricultural economic lotegration of that 
area. A part of these funds should be available for short-, latermediate-, and 
long-term agricultural productlon, farin enlargement and ftmprovement, and 
farm-purchase credit. 

Another part of the funds should be available for the establishment of a West 
European agticultutral commodity stabilization fund similar to the Commodity 
Credit Corporation in the United States. Other funds should be made available 
to initlate a crop-insurance program for the area on a sound experimental basis. 

In no case should the entire cost of an economic development project be taken 
from the grant funds I have just recommended. As a twatter of fact I would 
hope that the bulk of the costs Involved In these projects could be flnanced with 
Phebe us Mag and governmental funds in conjunction with long-term loans ob- 
tained from an international development revolving fund of the World Bank 
and from loans advanced by the United States Export-Import Bank. 

I hope that if we establish the appropriate environment and special encourage- 
ment, there can be a surge of foreign investment on the part of private firms 
and persons of the United States on a basts mutually advantageous to our in- 
vestors and the people {n underdeveloped countrica, The primary purpose of the 
grant funds I have recommended fn this sectlon Is to facilitate and encourage 
ns a sort of catalytic agent, the undertaking of cconomle development projects 
that can be largely financed in one of these other ways. 


Loane 


I recommend that this eectlon of the proposed legislation authorize the use 
of $1,500,000,000 In case of a cease-fire, or $1,400,000,000 In case there Is no cease- 
fire, to establish revolving funds from which loans can be made for foreign 
economic development projects of the type described above. I suggest that at 
least $800 millfon fn case of a cease-fire or $400 million otherwise, be carmarked 
for the United States contribution to an {nternational economic development 
fund to be administered by the World Bank, provided that other nations will 
put up fn total a somewhat larger nmount. A part of this fund could be used te 
create an UN revolving fund for loans to cooperatives. The other $1 billion 
would be an addition to the funds of the Export-Import Bank to make loans to 
further the purposes of the mutual security program. The World Bank should 
not be restricted by the prescnt requirement of securing its loan funds tn the 
private {nvestment market. 


ENCOUBAGENMENT OF PRIVATE FOREION INVESTMENT RY UNITED BTATES CITIZENS 


The cconomie development of our own Natlon was largely done by private 
funds very greatly encouraged in many cascs by governmental guaranties and 
Federal grants-tn-ald. Federal guaranty cf private loans and {nveatinents fs an 
accustomed and accepted method of encouraging private Investment to enter fields 
{inportant to the public interest where the risk ia high. These same conditlons 
prevail in respect to foreign tnvestinent for United States private capital, 

We hare never hesitated in thts country (o provide encouragements and as- 
sistance to private Investments In high rlek enterprises If the ile interest was 
thereby advanced. We should not hesitate now with respect to foreign Investment. 
We want and need private foreign {nvestment, not for purposes of imperialism 


sire Sencateon oe eeear: sanewery SE 


— 


1154 THE MUTUAL SECURITY PROGRAM 


or exploitation, bat rather for sound economic developments for the benefit of 
the economy ani the people of the areas where the investments are to be made, 
as well as for an outlet for some of the domestic United States savings that 
would result from a maximum production economy. 

To accomplieh this, I recommend the following acttons: 

We need to more as rapidly as we can to negotiate whatever treaties are re- 
quired to ald nations {n developing an environment in which private foreiga 
investment has a chance for success. 

We should be willipg, and I recommend that you incorporate In this Mutual 
Security Act, rellef from donble taxation of Income produced fn other countries 
by United States companies. 

In addition, it is my recommendation that you set aside a contingency fund 
of approximately $100,000,000 In case the Korean fighting continues, or of 
$200,000,000 If the hostllities are brought to a genuine close, to serve as a fund 
from which losses Incurred from forelgn loans and investments, through no 
fault of the private company, may be reimbureed: Pronded, koiccrer, That sul- 
ticlent safeguards should be Included {n the legislatlve authorization to {Insure 
that the program will in no way guarantee profits or monopolistic control by 
United States companies. 


RELIEF AND REHABILITATION 


I recommend the United States should make Sts full contribution of $162.5 
million to the United Nattous to finance the work of the United Nations Korean 
Reconstruction Agency. The total anount would be too small, even if it were 
larger, to do more than partially restore the war-torn people of Korea and thelr 
economy. No expenditure, no matter how large, would make up for the heart- 
rending suffering of that courageous and war-torn country. This amount would 
represent the $50 million already rt a plus the $112.5 sUllion that has 
been requested by the executive branc ; 

I alao recommend that the United States make its full contribution ($50 mil- 
llon) of fands required by the United Nations to reintegrate the Arab refugees 
in the Near East. 

We cannot foresce at-this time what new developments inay occur in other 
countries outside the fron curtain that may tequire the type of assistance I 
have recommended for Korea and the Arab refugees. So that we may be gbie 
to more {nto operation with the needed relief programn without waiting for specific 
congressional authorization, I recommend that a forelgn relief contingency fund 
of $50 milllon be established as one of the provision of the Mutual Security Act. 
This would come to a total of $2125 million for relief and rehabliitation 


purposes, 

With regard to the UN retlef programe, I hope that our Government will 
exercise some close review of the staffing plans.of these agencies. I am abso- 
lutely opposed to the development In New York, or any other headquarters, of 
a large staff of high-salaricd men to mastermind these relief and rehablillation 
programs. 

A large group of highly pald staff parasites in New York or elaewhere will 
be of no real ald to the war-numbed and homeless Korean people or the Arab 
refugees, I recommend that our Government {nsist upon aA heavy allocatlon of 
adininistrative budget to field operations and a stringent limitation on head- 
quarters office staff. Administrative costs of international rellef should be kept 
toa minimum; so a maximum is avallabte for substantive expenditures, Work- 
era employed for field work should be those who have «@ ful) knowledge of and 
sympathy for democracy and the needs and feelings of the unfortunate peoples 
who are belng alded. For example, the fleld staff of the UN Korean Recon- 
reais Agency should be made up, as far as possible, of Ortentals acceptable 

o the Koreans. 


LAXD RFFORNS 


The United States agency or agencies entrusted with the administration of 
the mutual security p am should be required by the authorizing law to be 
prepared (to insist that full consideratlon of sleceere reforms in agricultural. 
economle, and eocfal institutions should be giren with respect to all phases of 
every project or program of economic derelopment'and technical assistance that 
is approved. I again invite your attention to the recommendations included tn 
my recent letter to the Economic Cooperation Administration, which I have 
offered for the record. 


ra 
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ADMINISTRATION THROUGIT INTERNATIONAL AGENCIES 


The agencies administering these progratus should be required by the law to 
operate us much as possible of the authorized programs through the United 
Nations and its specialized agencies such as the Food and Agricultural Organiza- 
tion. My organtzation tooks upon these international agencies as the nucleus 
upon which a democratic world federation will one day be built. We should 
push these agenuctes to take on additional programs and functions just as rapidly 
as they can expand soundly to administer thetn. 

In some cases, (he must effective way of enlisting the efforts of Internatlonal 
agencies is a procedure whereby the Overseas Economle Administration would 
decide upun the specific project to be carried out and contract the Job of doing 
the work to a selected international agency, The Mutual Security Act should 
authorize the use of this procedure. 


APMINISTRATION 


Farinera Union concurs with the recommendations of many other groups that 
the administration of all forins of economic axdstunce authorized by the proposed 
Mutual Security Act should be placed Ina single unified agency outside any prea- 
ently existing department or agency of government. The new agency should 
absorb the personnel and functions of the Founomle Cooperation Administration 
and of the Institute of Inter-American Affatra, the Technical Cooperation Aduiin- 
istration and several other units In the State Department. Actual administratlon 
of the military end-products should be In the Departiient of Defense, subject to 
general policy established by the National Security Board and the President. This 
new agency should be built upon the existing structure of the organizations 
nained but would be so reurganized that it will become an entirely pew agency. 

Another principle of administration that should be required by tha authorizing 
legisiation fs that the new agency shall make full aud complete use through con- 
tracts and re{mbursible working agrecinents, of the personnel and facilitles of 
existing governmental departments and agencles rather than attempting to 
baild, by transfers or outright hiring, entlrely new and cumplete functional rer- 
vices within its own structure, 

Let me give an example or two. The varlous agenctes of the Department of 
Agriculture are the world’s greatest fepesitory of lechileal, sclentitie and pro- 
fexxfonal knowledge and skill on all matters relating to farming and farm life. 
This Department, through ite Office of Forelgn Agricultural Relations, can bring 
to use by the new agerey the full resources of this great group of agriculturists 
and of the cooperating land gnint cofloges, state experiment stations and exten- 
sion services, 

We need United States agriculture, as such, to participate in the tmplementa- 
tlon of programs. The Department of Agriculture, through its feld offices, could 
do a great deal to provide for thts participation and could do the work of Inter- 
esting farm fawilles in overseas technical assistance work and could supervise 
the training of farmers from other countries brought to our farms by the ex- 
panded technical assistance program I have recommended, 

The same general principle holds with respect to the Publle Health Service of 
the Federal Security Agency. 

We should push out as much of this forelgn economle development work as we 
can to the UN and to Ite specialized agencies. We should encourage these In- 
ternational agencies to (nke on these additional duties just as rapidly as they can 
efficiently and effectively. Doing so will relleve our efforts of any stlgina of im- 
perfallsin. 

Provision should be made In the legiatation for the appointment of a Public 
Adsisory Committee on Foreign Economic Affalra and an Inter-Agency Board 
made up of an official from each of the major federal departments and agenctes 
concerned with economle probleme of foreign retationa. 

This we belleve to be the mininuni foreign economle assistance program that 
the United States can with safety and guod consctence undertake annually for 
fhe next xeveral yoars. It sa program that {3 urged by humanitarian motives, 
inoral principies, und enlightened xelf-interest, 11 1s the minjnum program that 
we can embrace to hasten the ullimate cstabllzhment of a brotherhood of prus- 
pereus democratic nations Iving (ogether in peace. It Is the way to greater 
atrungth for democracy, prosperity, aud peace. 
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(Attachment A) 
Cuapter JII—PReconpirions of Ecoxnomlo DrvELorMENtT 


23. Economie progress will not occur unless the atmosphere {s favorable to it. 
The people of a country must desire progress, and thelr social economle legal 
and political institutjons must be favorable to {[t. In tkis chapter, we discuss 
the psychological and social prerequisites of progress. The next chapter dis- 
cusses questions which are more clearly a matter for legal or administrative 

_action. e , 

24. Economle progress will not be desired in a community where the people 
do not realize that progress is possible. Progress occura only where people 
belleve that man can, by conscious effort, master nature. This Is a lesson which 
the human mind has been a long time learning. Where it has been learnt, human 
beings are experimental in thefr attitude to material techniques, to social 
{nstitutions, and so on, This experimental or scientific attitude is one of the 
preconditions of progress. The greatest progress will occur In those countries 
where education is widespread and where it encourages an experimental outlook. 

25. Even where people know that a greater abundance of goods and services 
{a possible, they may not consider it to be worth the effort. Lack of {Interest 
in material things may be due to the prevalence of an other-wordly philosophy 
which discourages material wants. It may also be due to a relative preference 
for lelsure. In the latter case, the amount of work people wish to perform will 
be small, but they will not necessarily be averse to measures which increase the 
productivity of such work as they do. A high preference for lelsure is not 
consistent with great material possessions, but it Is not necessarily loconsistent 
with economic progress. 

26. Alternatively, people may be unwilling to make the effort to produce 
wealth if the social prestige which they desire is more easily acquired {n other 
ways. Thus, in feudal or arlstocratic societies where power is {nherited rather 
than earned, and where little respect is accorded to wealth which has been 
created In the first or second generation, the energtes.of ambitious men are not 
attracted so much to the production of wealth as to the acquisition of skills 
which may secure entry into the strongholds of power—to the acquisition of 
military skill, or the skiil of the hunt, or the skill of the lawyer or priest. In 
such societies, the production of wealth is frequently held In contempt as a 
profession for well-bred young men. By contrast, economic progress ls rapid in 
countries where the successful organizers of economle activity are among the 
more highly prized members of the community. 

27. Where wealth confers power, and is desired, there may nevertheless 
be lack of enterprise for a variety of reasons. 

28. In the first place, men are in general unllkely to make efforta where they 
cannot secure the fruit of their efforts. Thus, little progress occurs in coun- 
tries where governments are too weak to protect property or where civil dis- 
order is endemic. Nelther Is there progress where governments act arbitrarily 
in requisitioning property—as happened in the past on frequent military cam- 


palgns. 

20. Even the demands of the family may discourage initiative if fatily obli- 
gations extend over a wide network of persons, and if enterprising members of 
the family resent being subject to the claims of their more dlstant relatives. 

30. In socleties where production fs left to private enterprise, Jnittlatlve will 
be weak unless the property institution creates {ncentlves. Thus, Ivestock 
cannot be improved if all pasture land must be used Ip common; neither can im- 
proved rotations be practiced in agriculture if the eoterprising fariner is not 
allowed to enclose his iand. In some African communities where land has been 
held In common, the introduction of permanent agriculture haa produced ten- 
sions because of the desire of the progressive farmer to protect his investinent 
in a particular plece of land. Private enterprise and communal property are 
not always consistent with each other and with economle progress, 

31. Defects of the law are also frequently a reason why a man cannot secure 
the fruit of his efforts to himself. For example, the law governing the relations 
between landlord and tenant may not adequately protect the right of the tenant 
to unexhausted investment which he has made fn the land. Some of these legal 
defects are discussed [n the next chapter. |: ; 

32. In the second place, producers may be brevented from {tnnovating by 
custom or by law. In some societtes, for example, the techniques and rituals 
of agriculture are prescribed by priests, and an {nnorator would be committing 
sacrilege. Or the technique may be prescribed, by law, as in the edicts of Cul- 
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bert, the seventeenth century French statesman. Even in the most advanced 
socletles, pressures are frequently organized to prevent the adoption of techno- 
logical Improvements, 

83. Thirdly, potential enterprisers may be dented opportunity by the social 
system. To begin with, In any society inequalities of wealth may deny equality 
of opportunity to the greater part of the population, and keep ignorant many 
persons who, given the opportunity, would contribute to rafsing the nattonal 
income. This Is at its worat where the soclety is stratified by caste, color, or 
creed, and.where whole sections of the population are deprived of opportunity by 
law, by custom, or by chicanery. Rapid economle progress is setdom found in 
societies which do not have vertical mobility or where a section of soclety is 
seeking to malnotain special privileges to Itself. 

84. The social system may also deny to enterprisers the resources they need 
for organizing new units of productlon. Thus it may not be possible to recruit 
labor, because it {s tied to the soll by law, or because caste restrictlons prevent 
labor from moving to new occupations. Or land may be concentrated in the 
hands of a small number of persons who are unwilling, often for reasons of 
political prestige, to sell It to persons outside thelr group. Or the banking sys- 
tem may discriminate against borrowers of a particular race or creed. Hori- 
zontal mobility of resources is, like vertical soclal mobility, a prerequlsite of 
economic progress, 

85. Potential enterprisera may also be excluded by monopolistic organization 
of productlon. Sometimes this results from the concentration of wealth in a few 
hands. Or It may be the organized pressure of a number of small producers, 
banded together to protect themselves agafnst competition. In elther case, the 
monopoly may be backed also by legal restriction on free entry. Rapid economic 
progress is bound to damage some persons whose fortunes are tled up with old 
techniques. 

36. There Is a sense in which rapld economic progress Is impossible without 
painful readfustments. Ancient philosophies have to be scrapped; old social 
institutions have to disintegrate; bonds of caste, creed, and race hare to be 
burst; and large numbers of persons who cannot keep up with progress have 
to have their expectations of a comfortable life frustrated. Very few com- 
munities are willing to pay the full price of rap'd economle progress. 

37. In our judgment, there are a number of underdeveloped countries where 
the concentration of economic and political power in the hands of a small class, 
whose main interest Is the preservation of its own wealth and privileges, rules 
out the prospect of much economle progress until a social revolution has 
effected a shift {n the distribullon of income and power. 

38. There cannot be rapid economle progress unless the leaders of a country 
at all levels—politicians, teachers. engineers, business leaders, trade unionists, 
priests, journallsts—desire economic progress for the country, and are willing 
to pay Its price, which is the creation of a soctety from which economle, political, 
and soctal privileges have been eliminated. On the other hand, given leader- 
ship and the public will to advance, all problems of economfe development are 
soluble. We wish to emphasize that the masses of the people take their cue 
from those who rere {n authority over them. If the leaders are reactlonary, 
selfish, and corrupt, the masses in turn are dispfrited, and seem to lack Snitta- 
tive. But if the leaders win the confidence of the country, and prove them- 
telves to be vigorous In eradicating privilege and gross Inequalities, they can 
inspire the masses with an enthusiasm for progress which carries all before It. 


May 4, 1051. 
(Attachment B) . 
Hos, WinttamM C, Foster, 
Admintetrator, Economic Cooperation Administration, 
Wasdi(ngton 25, D. 0. 

Deag Biiu: FE have some comments and recommendations relatlve to the place 
of land reform poltcy in our foreign relations. Thfs Is a question in which I 
am deeply interested and on which I have a very deep feoting. 

At the outset, let me say that In my thinking, land reform means much more 
than agricultural land ownership and the conditions of tenancy, It refers, fn 
my opinion, to profound goals of human welfare which can be achleved by this 
means. Politically, a just and secure tenure system confers on the rural masses 
a great stake fu private property fostitutions while insuring the economic aspect 
by securing to the producer a fair share of the product. But a wide initlal 
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distribution of land among many smalt owners does not In Itself guarantee the 
persistence of that pattern. Indeed, exploitive tenure systems are the end 
Product of multiple causes among which have been found unsound taxation 
systems, usury, adverse marketing conditlons, resulting in high prices for the 
goods and services necded by the farmer and extremely low prices for his 
product, lack of technical guldance, poor tools and inefficient methods. These 
and other less direct causes, such as adverse health and malnutritlon, are almost 
certain causes for the failure of programs confined to the narrow concept of 
a change in the existing tenure pattern. 

A good general definition of the term “land reform” is the provision of that 
pattern of tand distribution among Individual producers which, conforming 
to regional cultures, insures a wide distribution of land as property or as rights 
in Jand among producers, security of their tenure, and a falr share to them of 
the agricultural product. It should be clear from the foregoing that by the term 
“land reform” I contemplate not only a wide and just distribution of the land 
itself but also closely coordinated programs, simultaneously effected, for tax 
reform, adequate credit systems, cooperative legislation, technical guidance, 
discove:y of Improved methods and tools, and finally of affillated programs of 
health, sanitation and education. 

I wish to make it very clear that I am not discussing or advocating any par- 
tieular form of tenure arrangement. I am perfectly aware that forms of land- 
holding vary widely in different parts of the world and are often deeply tm- 
bédded in the Indigenous culture. These cultural Ilmitations must be fully under- 
stood and respected. For this very reason I have defined the term “land reform” 
in terms of its objectives rather than In a legal sense. I wish to make another 
proviso to the effect that land reform should never be conceived in narrow 
punitive terms implying the objective of turning ont one sct of owners fn faror 
of another. Such a concept misses the point entirely, which {s the strengthening 
of the general welfare of the rural population while serving the ends of demo- 
cratic Institations. 

Our own land tenure system, together with the other cconomle and social 
institatlons surrounding agriculture in the United States, has been tbroughont 
our entire national history a strong bulwark of democracy. In most countries, 
asin the United States, economfe progress and political stability in a free soclety 
{a conditioned by the prevailing pattern and type of agricultural Institutions, of 
which land tenure stands at the center. 

If our foreign policy and its implementation through economic and technical 
assistance programs is to be moet effective, it will require the active support 
by the United States of specific reform measures which are required to alleviate 
the underlying problems of poverty, political unrest, and lack of hope of the mass 
of the people in large areos of the world. Yet a criticism of undemocratic 
{deotogies alone will not attain our objectives. The development of specific, 
positive policies is indispensable. In some of the countries with the greatest 
population In the world, unsatisfactory farm tenure, agricultural marketing, 
taxation, and credit policies have ted to a state of hopelesaness, discontent and 
unrest on the part of thelr entire population, for it must be emphasized that for 
almost all of Asia, Africa, South America and considerable portlons of Europe, 
the entire population Is altogether rural or semirural. That these conditions 
can be overcome through an actively supported, broadly conceived land reform 
progian is dramatically attested by the successes of similar policies In Korea 
and Japan, as well as by our own national history. Moreover, when we take 
leadership of this type, we gain a deadly weapon with which to combat Com- 
munist agrarian doctrines. 

Here wolets I would recommend that we should adopt as our natlonal policy 
on this su H 
"4. In out foreign economic-assistance programs, the United States Gorernment 
should insist that adequate provision for land reform be included [n every phase 
of each undertaking, involving any country in which 60 percent or more of the 
population is engaged primarily in agricultural puraults. This would include 

th the development phases and the operational phases. I would not go so far 
as to make the adoption of a complete lard reform program an fron-clad re- 

ulrement on the part of a country before recelving foreign economic assistance 
rom the United States. Howevers we shonid reqyplire at least a few decisive 
steps In the direction of land reform as defined above: I wonld also set a require- 
‘tment that all foreign economle aasistance to agriculture be predicated upon 
arrangements adequate to Insure that the benefits of United States afd would 
#0 to the man who actually works on the land. ,I feel very strongly that we 
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must be tnore positive in our attempts to equitably “count in” farmers th all our 
efforte at economic ald. 

2. In regan! to technical-assistance programs, every project for technical as- 
sistance (point 4) should include as a basic criterion a thorough consideration of 
the land reform aspects involved in the subject matter of the project. That Is 
to say, If our technical-assistance projects are to be most effective, they must 
be based upon a contribution toward improvement of agricultural economie [n- 
stitutions of a nature that will allow the benefits of technical ald to become a 
permanent acquisition of the man who toils on the land. Every possible effort 
should be made In helping people on the land in developing methods and skills in 
self-help, an understanding of the responsibilities of private property and of 
democratic procedures, 

3. The United States Government, through its diplomatie and other represent: 
atives abroad, importantly {ncluding our delegation to the United Natlons, should 
take every possible opportuulty to openly avow Its firm belfef in Jand reform 
as I have defined It, as an international standard applying throughout the wortd, 
and, [f possible, within UImlts of diplomatic refations lend active assistance and 
encouragement to land-reform moveinents, groups and people within {[ndividual 
countries. The woral and political Influence of the United States should be 
thrown behind Indigenous movements toward Jand reform, partleularly In the 
underdeveloped nations of the world when these are in accord with the criteria 
outlined above. Psendo prog..ims inspired by the Communists must be exposed 
{o contrast to genuine programs based on democratle action ond private-property 
nostitutions. 

In summary, I strongly recommend that attentton to land reform should 
be inade an Integral part of every phase of the planning, administration and 
operation of all our forelgn-assistance programs, J.and reform, In the sense 
that I have defined it in this letter, Is not something which is separate and apart 
from land and industry development projects, Irrigation, land reclamation, dratn- 
age. It is not something apart from education, vocational tratuing, and exten- 
sion. Land reforin, in my meaning, is in effect the democratic way of life and 
has an Intimate bearing on all t of economic and social ectivities. Land 
reform Ig something which must be Included as a part of each different assistance 
profect and not concelved as a separate and distinct project. 

Finally, I wish to emphasize that I am proposing a program of action. I am 
not discussing theory. It takes several years to get a progrdm such as I have 
propoeed off the drawing boards; more time is required to assemble and train 
the staff required to exccute the program. Consequently land reforin proposals 
that do not In specific Instances take definite form in tangible plans and programs 
in the immediate future cannot be regarded as likely to be placed tn effect In 
the forseeable future and therefore cannot qualify as meeting the requirements 
indicated above. We should not support empty talk, no matter how well phrased. 

T appreciate the opportunity to comment on this very important matter, which 
is quite close to the hearts and minds of the family farmers of America, I hope 
that snfficient attention will be given to this important matter to develop a hard- 
hitting democratic polley which will be a beacon of hope to the landless, poverty: 
ridden ples in the underprivileged areas of the world aud instill in them a 
ren faith {In democracy and Its great homeland: the United States of 
America, 

Sincerely, 
JaMes G. Pattoy, 
Preatdent, National Farmers Union, 


(Attachment GC) 


ResoLurion No. 20 Apoprep BY THE PLENARY SESSION OF THE FiFtit ANNUAL 
GENERAL MEETING oF THE INTERNATIONAT. FEDERATION OF AGRICULTURAL 
PRonUCcERS 


20. Recognising with satisfaction the agricultural progress made in yarlous 
free countries as a result of the reforms Introduced Sn systema of land tenure 
aud other democratic agrarian reforms which give to farm people the benefit 
of thetr production In a free and expanding system; and haying been informed 
of the attention now being given to this highly important matter by the UN and 
the FAO, the IFAP pledges its support of the development, adoption, and impte- 
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mentation by nations of equitable systems of land ownership and Iand tenure, 
farm taxation, and agricultural credit. The organised agricultural producers 
of the world recognise that bad tenure relationships are a severe limitation on 
efficient and abundant production. IFAP also recognises the {mportance of 
better tenure arrangements in giving hope and incentive to workers on the land. 
Accordingly, the IFPA will urge FAO to give high priority to requests of mem- 
ber governments for technical assistance on tenure [mprovement and other 
agrarian reform programs. IFAP will also urge the United Nations to continue 
to maintain fn its werk a broad rather than narrow concept of agrarian and 
land reforms—the broadened concept to include free farm organisations, farmer- 
owned and farmer-controlled cooperatives, equitable farm credit and taxation as 
well as land ownership and landlord-tenant relationships. 


‘ (Attachment D) 
Beronp Topay’s Horizon 


Summary of ren\arks in opening statement of Under Secretary of Agriculture 
Clerence J. McCormick, United States Member of the Council of FAO, pre- 
pars for delivery at the Twelfth FAO Council Session in Rome, Italy, June 

: . 

On behali of the United States, I want to commend the FAO for its success 
in getting this Council session under way so capably despite the natural upset 
conditions occasioned by the recent more. I em certainly glad to see that the 
FAO is already 80 well settled here {n Rome. . 

I am even further pleased to be able to report to you that the interest of 
the United States—its Government and its cltlzens—in the FAO is just as strong 
as ever, : 

Our faith has not wavered In the ideals and principles upon which FAO was 
established. Our determination {gs undiminished that FAO shall be vigorously 
supported by our Government in transtating those ideals and principles into 
constructive accomplishments .jon the internatlonal realms of food and agri- 
culture, ’ 

My country feels that the working party on long-term trends has done tin 
excellent job, establishing a solid foundation for the future of this organiza- 
tion. . 

* It {9 Indeed heartening, tn these tlmes of world tension, to see this organization 
planning so soundly for the future. 

{ am sure most of us agree that the world's best hope for that future ts just 
such cooperation, mutual understanding, and teamwork in tackling common 
problems that the FAO exemplifies in the particular fleld of food and azri- 
culture, 

We feel that way In the United States—not just our Government, but the 
American people. 

We're looking beyond the immediate horizon; we're looking toward a better 
world ahead, and we are looking to the FAO to share In the responsibility 
of creating that better world. . 
tne belleve we are on the right road, and that we are already advancing along 

at road, 

Global tensions of the past year may have partly obscured the fact that most 
freedom-loving nations have nmiade substantial progress in facing up to {m- 
portant world agricultural problems through friendly cooperatlon. 

we welcome this still growing spirit of fnternational cooperation in agrt- 

, eulture, 

In my country, from a standpoint of long-rang significance, we regard the 
increasing International collaboration in agriculture as one of the most im- 
portant trends of the past year. 

b We belleve we hare ample reason for feeling that constructive progress {3 
elng made. 

In addition to the regular work of FAO, the point 4 program of technical 
asaistance has been placed In operation, the Internatlonal Wheat Agreement {s 
concluding Its second year of successful operation, Western European nations 
with the help of the Economle Cooperation Administration have jald increas: 
fog emphasis upon stepping up agricultural production, and Increasing ein- 
phasis 8 being placed upon the role that land tenure reforms can play in al- 
eviating unrest in many parts of the world. ‘ 

. f 


/ / 


THE MUTUAL SECURITY PROGRAM 1161 


All In all, the aspirations of rural people everywhere are making themselves 
felt In the highest councils of government. 

Our progress adds encouragement to the hope that the basic resources of 
food and fiber may yet prove a coinmon denominator In guiding mankind closer 
to its real goal of a world living and working together {In harmony and peace. 

Make no mistake about our attitude. 

We are acutely aware of the grave problems confronting all freedom-loving 
coultries as a result of continuing threats to fnternatlonal peace and security— 
threats occasioned by selfish forces of aggression, not yet fully restrained by 
the world’s family of nations, 

We recognize that such aggression [s a dangerous obstacle that must be over- 
come before we can achleve the better world of peace and progress that I am 
sure is the true asp!ration of all rural peopte on the globe. 

We are fully determined that such obstacles shall be overcome—that eventually 
they shall no longer stand in the way of the constructive long-range goals most 
of us seek to achieve, both as individual nations nnd through friendly collabora- 
tlon in this and other International forums. 

We are deterniined that the progress already being made, through this body 
and elsewhere, toward creating International economle and political stability 
shalt not be thwarted by any willful power unwilling to abide peacefully within 
the world family of nations. 

Yet to make sure that doesn’t happen may require some reorfentation and 
shifting of our sights. 

To protect the progress already made, and to preserve the opportunity for 
further progress {n the future, necessity now calls for divertIng much of our 
attentlon, our energy, and our resources to the more {mmedilate task of strengthen- 
{og ourselves and other friends of freedom, both militarily and economically, to 
the point where the world’s balance of might will be overwhelmingly on the side 
of right. Only then, apparently, can human justice and freedom survive and 
expand unperiled by the ruthlessness of Communist aggression and ideology. 

In other words, defense of the progress free peoples of the world bave already 
made, must for now take precedence over the future progress we alm to achieve. 
There can be no hope for the far-away tomorrow, if it {s snuffed out in the tomor- 
rows close at hand, 

The necessity for such a course has not been of our own choosing, but the deci- 
sion to meet {t head-on has. 

As much as we deplore turning so much of our resources and energies from a 
positive course of human betterment In the world to the more negative purpose 
of girding against the threat of armed conflict, we have no other aiternative. 

For that reason my country proposes channeling much of {ts foreign-ald pro- 
grams toward that immediate objective: defense of the free world. The Preal- 
dent of the United States has recommended to our Congress the enactment of a 
new Mutual Security Program, combining millitary assistance, economic assist- 
ance, and technica] assistance, so that our strength may be merged with the 
strength of other freedom-loving peoples In a resolute stand against further 
inroads of aggresston anywhere in the world. 

We are doing what must be done to protect security acd stability in the world 
today, but we are doing it withont taking our eyes off the future. 

We want FAO to continue looking beyond today's horizon. 

Regardless of emergency problelus requiring the {mmediate attention of most 
of us as individual nattons, we also need to keep thinking beyond the crisis of 
our time. . 

FAO's long-range planning can help all of us meet that need. 

This organtzation can and should be the means of contributing to preparations 
for the brighter future that we as Individual natlons seek to inake possible by 
atrengthening our defenses now. 

The fact that our approach to such defenses {s toward mutual security anda 
sharing of strength, and the fact that economic assistance and technical assist- 
ance are counted upon as well as military assistance In assuring that security, [s 
evhkience that we, too, tare still looking beyond today's horizon, and that our 
objective is stilt worl( betterment and world progress through [{nternatlonal 
cooperation, 

The Mutual Sccurlty Program {s actually a continuation and intensification 
of policies and programs which we believe hare contributed constructirely to 
world betterment In the postwar years. Among these are the Greek-Turkish ald 
program; the Economic-Recovery Program fn Europe; the technical-assistance 
program in Latin America; and the entire phitosophy and objectlyes of the point 
4 pregram that have met with auch enthuslastic acceptance throughout the world, 
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We are not turning back. Rather, we are golng ahead—by making sure we 
can and do defend what has already been achieved. The proposed Mutual 
Security Program is to be appifed as an insurance that progress already made 
by many countries will not be reduced or halted by the march of aggressive 
communism, 

I am mentioning our Mutual Security Program at this time because I bellere 
it is pertinent to what this body Is endeavorIng to do, and because I do not want 
any misunderstanding about my country’s wholehearted support of the long- 
range planning we have always favored in FAO regardless of the immediate 
probleins that must be faced in the world today. 

I am mentioning It also because agriculture has such & vital stake In mutual 
security of freedom-loving nations, and because agriculture has such a vast 
contribution to make toward that mutual security. 

Our agenda reflects many of those contributions, 

1 believe one of the foremost can come in the field of Jand tenure which we are 
to consider. Land reform in its broadest interpretation deeply affects security 
in the world today, and {s definitely among the problems we must face up to in 
looking ahead to the future, : 

In most countries, including our own, economic progress and political stability 
are closely refated to the prevailing system of agricultural econvmfe institu. 
tions, In many areas present unsatisfactory institutional arrangements are a 
source of persistent discontent and unrest. This has been recognized la United 
States domestic policy, and more recently emphasized in our foreign policy as 
{Illustrated by far-reaching land reform in Japan and support of Jand-reform 
measures in Formosa and South Korea. 

We in the United States regard land reform fn the broad terms of finprovement 
of all economic and soclal Institutions surrounding farm life. We believe it 
must be concerned with improvement in opportunity of agricultural land owner- 
ship and security of tenure, with problems of Jand rents, with taxation of 
agricultural land or income from land, with agricultural credit and producer 
marketing. In our broad definition of land reform agricultural technology, 
physical problems of land utilizatlon and developement, conservation of re- 
sources, roethods and levels of productivity, and problems of rural industries are 
also included insofar as they are relevant to the Iustltutional problems I have 
enumerated, 

We favor efforts to improve such agricultural economic {ostitutions wherever 
possible, in order to lessen the causes of agrarian unrest and political instability, 
and as a key to increasing rural standards of living. We belleve that objective 
can best be sought by inproving the position of the farmer on the land to the 
end that he may have greater security of tenure, and incentive to increase 
production and conserve resourcea ({focluding the utilization of technological 
ava suitable to each economy), and an equitable share of the output from 

and. 

We recognize, of course, that specific tand-reform measures will have to be 
evaloated in relationship to the conditions Har to each region and country, 
and that the individual cultural patterns of many countries may have differing 
constructive contributions to offer toward the same basic objective. 

In support of this policy, which we as a nation have afirined, the United States 
Government Intends giving encouragement and assistance to land reform when 
and wherever {ft will substantially contribute to promoting the objectives I have 
enumerated. 

We shall do so {n both planning and administration of our forefgn economic 
and technical-agssistance program, and we will also lend other practical assist- 
ance to desirable Jand reforms iu additlon to the economle and technical-asaist- 
atce programs. We shall algo actively encourage and assist In carrylog forward 
land reforms in non-self-governing territories under United States administra- 
tion, and, upon request, will work with other governments in connection with 
desirable land reform in such territories under their administration. Further- 
more, we shall take every opportunity to support and encourage desirable land- 
reform programs through all appropr ate international agenctes, 

Because of our interest in this broad field of agricultural betterment, I am 
looking forward to its discussion under the agenda item on land tenure. We 
feel that FAO's emphasis should be on assistance to governments requesting it 
in land reform, not just on study. Our advisory group of nongovernmental organ- 
izatlons in the United States strongly supports that approach. 

I am looking forward with equa) Interest to discussions on the rest of our 
agenda, particularly on technical assistance. nae deserves commendation for 
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the excellent progress It has made, and the readiness 1t has shown to coordinate 
its work with the United States pregram and the Brit!sh Commonwealth's 


ogram. 

We feel that FAO will want to examine the direction of its commodity work 
in this perlod of shortages. . 

In conclusion, I want to assure you again that the United States starts solidly 
behind FAO. In our country, nongoverniuental orguntzatlons have participated 
actively In framing of our long-term recoinmendations, and they have all voiced 
strong support for the future of this organization. 

To live up to that support, I believe FAQ's challenge fn these troubled times 
is to keep its eyes beyond touay’s horizon. 


Attachment E 


RESOLutTion I (Atp To Rurat. FAMILIES as THE Basis or Dewocracy)—Pre- 
BENTED BY THE DELEGATION OF THE UNitrEo SrAtes o¥ AMERICA, FourTH INTER- 
AMERICAN CONFERENCE ON AGRICULTURE, MONTEVIDEO, DecesBER 0, 1950 


Whereas: 

The American Republics, iudividually and collectively, have pledged 
themselves to the preservation and perfecting of democracy as a way of life, 
as a principle of government, and as the supreme hope for world peace; 

Denocracy {s, among other things, a system of farn-land tenure {n which 
the cultivator of the land has the opportunity to own the land and to attain 
economie and social opportunities equal to those enjoyed by the other mem- 
bers of the whole soclety s: 

Frnilles who own the land, or have leased [t on equitable terms that give 
them reasonable profit for their work and other productive investments, 
have the strongest motives for adopting efficient agricultural practices; 
an 

Recognition by governments of the {ntereat and aspirations of rural 
famnilles for a satisfactory way of life, Including the {nviolability of in- 
dividual dignity, will strengthen the traditlonal inter-Americau systeu of 
indlvidual freedom, and will be n strong bulwark agatust the regressive and 
reactlonary force kuown as communism ; 

The Fourth Inter-American Conference ou Agriculture resolres: 

1. To recommend that each American® Republic review {ts policies and 
prograins so as to determine whether rural families have at their disposal 
services and facilitles, including the services of research and education, 
credit, ald fn the marketing of their output, economle information, and 
assurances of reasonable prices for their products, which are necessary to 
and consequent upon the growth of democracy. 

2. That each of these governments direct its agricultural policy toward 
achieving welfare of the rural familles. 

3. That International organizations develop, encourage, and help the 
execution of these policies and programs in cooperation with each and every 
nation and to the greatest extent desired by these nations, 

Mr. Baker. I should like at this time to read you a brief summary 
of Mr. Patton’s statement. ; . . 

The Farmers Union appreciates this opportunity to present its view 
on the Mutual Security Program being considered by your committee. 
We want to commend the committee for the painstaking way in which 
you are operating. | 

Tho Farmers Union favors, for the long pull, a world brotherhood 
of prosperous democratic nations living at peace with one another. 
We recommend this ideal to you as the proper guide in the formula- 
tion of the foreign policy of this Nation. We want peace, prosperity, 
and democracy not only for ourselves but for everyone else in the 
world. The Farmers Union supports the general purposes of the 
mutual security program. . ; 

‘Tho current situation confronts the people outside the iron curtain 
with the necessity of building and maintaining a defense against 
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aggression while at the same time it is building the economic and 
political strength and understanding necessary to extend democracy, 
improve living standards, and establish an international brotherhood. 

ou have before you the committee print of basic data’ supplied 
by the executive branch. We have studied this material carefully. 
Without going into detail I should like to say that it largely substan- 
tiates our own observations in some of these countries, coupled with 
information we have acquired in discussion with other members of the 
International Federation of Agricultural Producers. The descriptions 
of The Problem appearing in each regional section of the committee 
print are, as far as we can determine, accurate if not entirely com- 
plete, appraisals of what the problems are in the countries of each 
region. 

he committee print does not put nearly enough emphasis upon the 
need for land reform and for faster strides toward greater democracy 
in government in many countries. . 

nd development, economic investments, and economic aid alone 

will not strengthen the free world sufficiently in the absence of edu- 
cational, cultural, and institutional changes required to see to it that 
a basic understanding of democratic processes and the benefits of 
economic progress and national defense are widely distributed among 
all the people. 


BACKGROUND OF UNITED STATES DECISION 


The family farmers of this country are not unfamiliar with the 
necessity of making decisions of the kind which face your committee 
and the Nation at this time. ; 

It has been common throughout our history for young farmers, and 
those who were not so young, to improve their barns before they im- 

rove the house the family lrves in. And when you stop to think of 
it, this is not such a dumb decision after all. With a better barn 
there is a possibility of lower costs and a higher income leaving a 
greater net from which to cover the cost of improving the home. | 

In international affairs, likewise, we must decide whether to in- 
vest in those things that will protect us against aggression and build 
toward peace, prosperity, and the preservation and extension of 
democracy at the temporary expense of the higher standard of living 
that might have been possible if the same effort had been put in purely 

cetime pursuits. 

In the western part of our country wolves are a threat to our live- 
stock. As you know, our farmers and ranchers have not sat idly by 
and tried to accommodate themselves to the prospective of expanding 
numbers of this predatory beast. 

They have taken guns in their hands with a view to protection. 
And ‘hrough Government they have provided economic assistance and 
econoutic }*centives, in the form of bounties, to those who are willing 
to join their campal against wolves, . 

asically, the decision how big a program to authorize comes down 
to how much taxes we are willing to pay.to support foreign assistance. 
In checking through our own calculations. we have concluded that 
the President's recommendation of $8.8 billion is moderate. 

It is our recommendation that the outcome of cease-fire talks in 
Korea not be allowed to affect the total amount of appropriations to 
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be authorized for foreign assistance. We must not allow our hopes 
for a Korean cease fire to lull us into a feeling of false security. With 
or without a cessation of armed hostilities in Korea, we recommend 
that the United States make an annual investment of at least $8.5 bil- 
lion in building the integrated economic and military strength of the 
free world. 

ALLOCATION OF FUND TO SPECIFIO PURPOSES 


While we do not think the total over-all authorization should be 
reduced even if we are able to work out a genuine cease fire in Korea, 
we do recommend that the allocation of the funds among the different 
forms of foreign assistance should be shifted if we get a genuine cease 
fire, from finished manufactured goods—consumers goods and mili- 
tary end products to productive goods—machine tools, assistance in 
building factories, developing new sources of power and raw mate- 
rials, and provision of technical assistance. 

I am sure that you will insist that as much as possible of tho pro- 
jected aid be in the form of assistance to the other nations to build 
expanded-plant capacity and to do their own production with their 
own manpower and natural resources, This is the best means by 
which we can help the free pedples to help themselves. We recognize, 
of course, that considerable nmounts of foreign assistance must be 
in the form of finished goods to meet deadlines of military and strate- 
gic expediencies that cannot await further economic development in 
areas where needed, but we hope that this can be kept to a minimum. 

For this reason the restrictions imposed by section 104 of the Mu- 
tual Defense Assistance Act should be eliminated in whatever legisla- 
tion this committee recommends and the Congress enacts. 

With the elimination of the restrictions contained in section 104, 
probably as much as $1 billion could be shifted from the $6.3 billions 

or military end-products to other forms of assistance without damage 
to the military-defense programs of the nations to be aided. 

Mr. Vonys. What is section 1047 . 

Mr. Baxen. I believe I can find it here in this committee print. 

Mr. Vorys. You mean, of the draft bill? 

Mr. Baker. No, sir. It isin the one now. 

Mr. Carnauan (presiding). That is in the present law? 

Mr. Baxer. Yes. It is in the present law. Over on page 57. None 
of these are numbered. It is this particular one. 

Mr. Herter. Is that the basic data? 

Mr, Baxer. Yes, sir. “Basic data supplied by the executive 
branch.” 

Here is the explanation of 104. 
je CannaHan (presiding). Let us see if the clerk can get us copies 
of it. 

Mr. Henrer. I wonder if we could have that read so we would all 
know what we are talking about. 

' Mr. fannaran (presiding). We can do that if Mr. Baker cares 
o read it. 

Mr. Baxer. Would you like me to read it for the recordt 

Mr. Vorys. Yes. . 

Mr. Baxenr. It is page 57 of the committee print, entitled, “The Mu- 
tual Security Prograin for Fiscal Year 1952, Basic Data Supplied by 
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the Executive Branch.” It begins in the second sentence of the third 
main paragraph, ; 

Mrs. Bouton. Beginning with “Section 104 of the MDAA"? 

Mr. Baker. Yes, ma’am. It reads as follows: 

Section 104 of the MDAA imposes Ilmitations on the use of MDAA funds by 
forbidding thelr use (a) to construct or aid in the construction of foreign fac- 
torles or to provide equipment (other than production equipment) for them; 
(6) to defray the cost of maintaining such factories; (c) to compensate any 
country or person for diminution In export trade resulting from the carrying out 
of any program of Increaged military production or to make any payment to the 
owner of any factory as an Inducenient to undertake or increase the production 
of military goods; (d) to pay any person for personal services rendered in any 
auch factory other than personal services of a technical nature provided by 
United States employees fn order to establish or maintain production to effectu- 
ate the purposes of the act and fn conformity with desired standards and 
specifications, 

Our point is, it seems a little queer or peculiar for us to use up our 

resources and to use the scarce time of our scarce manpower in this 
country to produce ammunition, for example, which people in Europe 
have known how to make for a long time and have the resources and 
skilled manpower so they can make it. ; 
_ Another item of that kind is mine sweepers. There are factories 
- in various countries of Europe that can make acceptable mine 
sweepers, In termsof dollars, ina sense, if we hired them to do it they 
can make mine sweepers cheaper than we‘can on the same specifi- 
cations, 

With or without the cessation of armed hostilities in Korea, we 
fee] it isa biltion dollars. We do not know whether it is $800,000,000 
or $1,000,000,000, or more than $1,000,000,000 that could be shifted if 
that restriction were eliminated, We would not take that off the total 
but would add it to the economic assistance. We would feel it would 
go half again as far, maybe, — 

If this is true, and assuming no Korean cease-fire, this shift would 
result in $3.2 billion for nonmilitary assistance and $5.3 billion for 
military end-products, , ‘ 

_ Incase of a genuine cease-fire in Korea, we recommend that a further 
increase of one billion dollars be made in the nonmilitary assistance 
with a coi responding reduction in the funds provided for the granting 
of military end products. Acceptance of this recommendation would 
provide, in the case of a genuine ceas3-fire in Korea, that $4.2 billion 
should be allocated to assistance in forms other than military end 
products and $4.3 billion allocated to military end products for ship- 
ment abroad. 

FORMS OY ASSISTANCE 


We want to recommend that in whatever depletion is written to 
authorize the Mutual Security Program, the different forms of foreign 
assistance should be set off in separate titles, one title for each of the 
following forms of assistance: 

c) Relief and rehabilitation. 

b) Military end products. ; 

e worsen economic development— \, 

. 1, Through private loans and investments by United States finns 


and persons; 
2. rough loans by the United States Government and its instru- 
mentalities and through international credit agencies; 
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3. ‘Through grants from the United States; 

!) ‘Teelinical assistance. ; , 

Any foreign procurement programs should be coordinated with 
econumic-assistance programs. 

We have not made a recommended regional allocation of the funds. 
This is deliberate. We do not agree with the basic concept underly- 
ing the lumping of all the functions together regionally. In carrying 
out these prograins we will not be dealing primarily with formally 
organized regional roupings of governments. Alimost all of our 
direct dealings will be with international organizations and with in- 
dividual sovereign nations. 

We recommend that the major division of the legislation into titles 
as well as the organization structure of the Overseas Economic Ad- 
ministration be along functional rather than regional lines. 


TECHNICAL ASSISTANCE 


We recommend that the following amounts be made available for 
technical assistance: 

In case of 110 cease fire in Korea, $164,000,000; in case of a genuine 
cease fire, $250,000,000, 

These reconmended funds would be available for all the types of 
technical-assistance and technical-collaboration programs that are cur- 
rently being conducted bythe Office of Foreign Agricultural Rela- 
tions in the Department of Agriculture and by the Institute of Inter- 
American Affairs, the ‘Technical Cooperation Administration of the 
State Department, and by the Economic Cooperation Administration. 

Vo recognize that there has been some controversy umong_ those 
who believe strongly in one or another of these forms of technical 
assistance. Each group of partisans seems to favor his own approach 
to the exclusion of all the others. Our attitude is that there isa place 


for the “Servicio” type of technical assistance performed by the In- , 


stitute of Inter-American Affairs, along with each of the other types, 
but we do not believe that our entire national effort should be applied 
through any one device alone. There are several effective approaches. 
Our Government should make full use of all of them. ak 

We also recommend in addition to the scientific and professional 
type of personnel that these programs are currently sending overseas, 
that the techiical assistance personnel be augmented by working 
United States farmers; actual shop, factory, and foundry workers; 
by typical United States citizens from all walks of life. These ordi- 
nary citizens would join into farm and village life in the other nations 
to pe on the magnificent skills that have made United States farmers 
anc ene the most efficient per man-hour of any people in the 
world. 

Wo should greatly increase the number of just ordinary citizens of 
foreign nations who are provided with on-the-job training in the 
United States, and we should encourage them to stay here long enough 
really to acquire advanced skills and technical know-how. I dou 
if our money is being well spent when we bring a foreigner over here 
and he stays only a month or 6 weeks. 
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FOREION ECONOMIC DEVELOPMENT 


nts-in-aid of foreign economic development of nearly $33, billion 
iy case of a genuine cease fire. If there is no cease fire ae recommend 
a total of $2.87 billion. 

Our own internal improvements, the canals and waterways, the 
land grants to railroads, the multipyrpose dams, and the rest. were 
very important contributions to the economic progress of our own 
Nation as it pursued its manifest destiny. Similar good results can 
be expected in other nations from United States financed and en- 
couraged economic development. 

- The Congress should require that United States funds advanced 
for economic development be matched by local funds and/or econémic 
is or services in a ratio to be determined for each country by the 
resident. Regulations and restrictions relating to these matchin 
funds should be the same as those described to you by Mr. Porter o 
the EOA’ for the so-called counterpart funds.- These counterpart 
funds should be used as a means of integrating the entire Mutual 
Security Program with the total resources of the free World and not 
just the resources of the United States. 

Part of such counterpart funds in Western Europe should be made 
available for the establishment of a West European agricultural 
commddity stabilization fund similar to the Commodity Credit Cor- 
poration in the United States. : 
In no case should: the éntire cost of an economic development proj- 
ect be taken from the grint funds I have just recommended. As a 
matter of fact, we would hope that the bulk of the costs involved in 
these projects could be financed with local private and governmental 
funds in conjunction with long-term loans obtained from an inter- 
national development revolving fund of the World Bank and from 
y the United States Export-Import Bank. 


“We recommend that this séction of the proposed legislation author 


ize the use of $1,800,000,000 in case of a cease fire, or $1,400,000, 
in case there is no cease fire, to establish revolving funds from which 


- loatis can be made for foreign economic development projects of the 
type described: above... We su that in addition at least $800 


on in case of a cease fire of million otherwise, be earmarked 
fér the United ‘States contribution to an international economic de- 
velopment fund to be administered by the World:Bank, provided that 
other nations will put up in total a somewhat larger amount. 
ENCOVRAGEMENT OF PRIVATE FOREIGN INVESTMENT BY UNITED STATES 
cee Pape tgs oe : * GIYIZENS : 


at7 


e a ee Gea hte: BO SOW. ea Sar a, weer : ; 
ma Federal guaranty of private loans and investments is an accustomed 


and accepted method of encouraging private investment-to enter do- 
mestic fields important, to the public interest where the risk is high. 
ne should apply this principle with t to foreign investment by 
nited States private capital. ° . : 
We need aby move as rapidly as we can to negotiate whatever treaties 
are required to aid nations in developing an environment in which 


private foreign investment has a chance for success. 
: = Bol 
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We recommend that you incorporate in this Mutual Security Act 
relief from double taxation of income produced in other countries by 


. United States companies. 


7 ~~, 


- work as we ca 


In addition, we recommend that you set aside a contingency fund 
of approximately $100,000,000 in case the Korean fighting contjnues, or 
of $250,000 000 if the hostilities are brought to a genuine close, to serve 
as a fund from which losses incurred from foreign loans and invest-. 
ments, through no fault.of the private company, may be reimbursed. 
Provided, however, that sufficient safeguards should be included in the 
legislative authorization to insure that the foram will in no way 
guarantee profits or monopolistic control by United States companies. 


RELIEF AND REHABILITATION 


We recommend that the United States should make its full contri- 
bution of $162.5 million to the United Nations to finance the work of 
the United Nations Korea nstruction Agency. The total amount 
would be tog’small, even if it larger, to do more than partially 

their economy. No expendi- 
or the heart-rending suffer- 


war-torn This amount would rep- 
illion. already, appropria yplus the $112.5 million 
by the éxecutive branc 


at the United States make its full contribution 
ted Nations Hor reintegrating the Arab ref- 


yt this‘time what new developments may occur 
outside the curtain that may require the type of 
ork and the Arab refugees. So 
into operation with any needed relief 


6 
rogram whe deeded immend that a foreign relief contingency 
an be é¢stabljshed of the provisions of the Mu- 
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agencies ‘administeting theee pro; should be required b 
law to optrate.as mudh $s Wienof the authorised: procaine 
h the United Nations and its speoialized agencies, such as the 
iculture Organization. 
We sho ush out as much of tifis foreign economic development 
to the. UN. and fo its specialized ageucies. We should 
encourage these international agencies to take on these additional 
duties just as rapidly as they can efficiently and effectively. Doing so 
will relieve our efforts of any stigma of imperialism. 


ADMINISTRATION 


The Farmers Union concurs with the recommendations of many 
other groups that the administration of all forms of economio assist- 
ance authorized by the proposed Mutual Security Act should be 
placed in a single unified agency outside any, presently existing de- 
partment or agendy of Government. The cipal Geeney should absorb 
he personnel and functions of the Economic Cooperation Adminis- 
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tration and of the Institute of Inter-American Affairs, the Technical 
Cooperation Administration and several other units in the State 
Department. Actual administration of the military end products 
should be in the Department of Defense, subject to general policy 
established by the National Security Board and the President. This 
new ageficy should be built upon the existing structure of the organi- 
zations named but would be so reorganized that it will become an 
entirely new agency. This Overseas Economic Administration 
should be given authority to make limited shifts of funds between the 
different forms of assistance. 

Another principle of administration that should be required by the 
authorizing legislation is that the new agency shall make full and com- 
pleto use through contracts and reimbursable working agreements, 
of the personnel and facilities of existing governmental departments 
and agencies rather than attempting to build, by transfers or outright 
hiring, entirely new and complete functional services within its own 
structure. 

Provision should be made in the legislation for the appointment 
of a public advisory committee on foreign economic affairs and an 
interagency board made up of an official from each of the mnjor Ied- 
eral departments and agencies concerned with economic problems of 
foreign relations. 

There is a summary table on page 9 of Mr. Patton’s statement that 
summarizes our recommended allocation of funds to different forms 
of foreign assistance. You will notice two columns of figures, one 
based on no cease fire in Korea, and the other based upon a genuine 
cease fire. : 4 

‘This is my first appearance before your committee, and F want to 
thank you for your consideration and the nice treatment I have had. 
IT am sorry that my performance has not been up to the usual polished 
performance that you should expect. Iam just a country boy trying 
to tell you what we think about this thing. 

Our heart is with you in the painstaking way you are going at it. 

Thank you very much. : 

Mr. Carnanan (presiding). Mr. Baker, we certainly thank you for 
your appearance. We appreciate the definiteness that you have in 
your statement. We regret very much that Mr. Patton could not be 
lere. te 

I am not going to go the rounds, but if anybody has any questions, 
ue will have those questions now, aud I will hold you to the 5-minute 
rule. 

’ Arethere any questions? 

Mrs. Boston. [havea question. 

Mr. Cannawan (presiding). Mrs. Bolton, you are recognized for 
5 minutes. 

Mrs. Bouron. Mr. Baker, I take exception to your statement that 
you have not done so well, because we have had very few statements 
that have been as clear and so well presented. 

Mr. Baker. Thank you. 

Mrs. Boron. It is very good to have these pointed and very definite 
statements of what you think so that we can'sit down and really stud 
your point of view, because there is a great deal to be studied in this 
very challenging statement. 
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You spoke before of what would happen if there is a cease fire. 
Does that mean that you feel that if there is a genuine cease fire in 
Korea the problem of the Kremlin and the Communist goal is any less? 

Mr. Bakrk. Indeed not. No, ma’am. We feel that assuming that 
we get an honorable, honest, and genuine cease fire in Korea, that that 
may mmean—it may mean, not that it does mean, but it may mean— 
that the Kremlin may have decided to go through a period of trying 
to relax us and soften us up. 

If that is true, it might give us a few extra months, or maybe a few 
extra years, in which we can do seme of the fundamental things to 
build greater basic economic strength and political understanding 
which would give us a broader base from which to build up in case 
they decided to heat the cofd war up some more. 

Mrs. Borron. But you would not want us to go so far back—— 

Mr. Baker. Absolutely not. 

ie Boiron (continuing). That we should not be able to jump 
again 

eNr: Baker. No, indeed. We have seen no signs that have come to 
our attention that would indicate that they have changed their minds 
abit. ‘They have pe changed their tack. 

Mrs. Bouron. That is, their tactics, and their st ‘ategy, their studied 
procedure, 

Mr. Baker. That is right. I might add there, if it does not take 
up too much of your time, that in looking at this Kremlin threat and 
pion it in actual terms that all of us can understand, as Mr. 

*atton did in his statement, although I did not include it in my state- 
ment, actually if we do not stop them, what they are up to is taking 
over the geographic territory of the United States and turning our 
farms aint factories over to carrying out. the wishes of their war ma- 
chine, and putting our people in slave-labor camps, like they have 
their own, 

Mrs. Bouton. Complete control of the world. 

Mr. Baker. That is right. 

Mrs. Botton. To go back to this section 104 business, in our pro- 
posal in title I on page 51, you see in subparagraph (b) there that our 
proposal is to use the ECA for military production. Does that not 
agree with your thinking, or do you have in mind we could do more? 

Mr. Baker. That is in line with our hin but it does not apply 
to the big parts of the dollars that are in this bill. 

Mrs. Bouronx. I see. I would have to study that. 

Mr. Baker. Jt applies to the $1.7 billion in here, but it does not 
apply to the $5.3. 

Mrs. Bouton. Why nott 

Mr. Baker. Because the 5.3 go over there in military end products. 
They are already manufactured shells and machine guns. 

Mrs. Boron. 1 know we have had considerable (estimony here on 
just the basis you spoke of, of having them make as much as possible 
in their own factories. 

Mr. Baxer. 1 think it is awfully important: 

Mrs. Botton. You spoke of the mine sweepers. We have also had 
that presented to us, and several of my own questions to some of the 
witnesses when we were meeting over in the big room, were to the 
effect that perhaps the Army would have to change its attitude a 
little of trying to have everything finished here and sent over there 
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perfect, because it was so important to have the factories there moving. 

Mr. Baker. We agreo with that point of view. 

_Mrs. Borron, We are very much in sympathy with that point of 
view. 

Mr, Carnanan (presiding). Are there any other questions? 

Mr, Javirs. I am just reading the gentleman’s statement, and it 
seems to me you gre in rather substantial accord with the interna- 
tional Development. Advisory Board headed by Nelson Rockefeller. 

Mr, Baker. Not in all particulars. 

Mr. Javits. Of course, I assume that, but I said in substantial 
agreement, 

Mr, Baxer. Well, I do not know exactly what the words are. We 
are insome particulars, Yes, sir. In others we aro not, particularly 
on the regional authority breakdown sort of thing. We think that 
the initial breakdown and the important breakdown is by function. 
In other words, agriculture, health, and so on, rather than have an 
Assistant Administrator for Latin America, and another somewhere 
else. 

Mr. Javits. I do not think they go into it that strongly. 

What I was thinking about in making your statement was your 
advocacy, which is the first time I have seen it by any witness except 
Mr, Rockefeller, of backing up this international economic develop- 
ment fund. 

Mr, Baxer. Wo think of that as an extension of the same way we 
built our own Nation. 

Mr, Javita. In other words, you feel strongly—and would you like 
us to take your recommendation—that in this bill, in view of the fact 
that it is a new program, we should provide funds for capital invest- 
ment in underdeveloped areas? Not just technical aid, that is, but 
capital investment? ; 

{r, BAkeR. That is correct. 

Mr. Javits. And you think the best way to do that is through loans 
made through an affiliate of the International Bank? 

Mr, Baxer. Only partially. Actually, we are recommending a 
larger allocation of funds to the United States Export-Import Bank. 

Mr, Javits. Do you feel the Export-Import Bank then ought to 
change in this regard and make capital investment loans instead of 
commodity or materis] loans? 

Mr. Baxer. Both. ° 

Mr. Javrre. But you understand that would be a different role than 
it has played before? _ 

Mr. Baxer. Thatistrue. In addition, we would like the incentives 
and the assurances that would assist private investors in the United 
States, we would hope, to carry out as much of those as possible. 

Mr. Javits. I might say it interests me to seo an organization like 
your own recommending relief from double taxation in order to get 
private capital invested abroad. I think that is a very good thing, 
and I am giad tosee it. 

Mr. Baker. Wo are interested in particularly the underdeveloped 
ateas, but’in all the rest of the countries there should be building of 
plant capacity, expanding resources, exploration, developing and 

uilding their fundamental economics, 
i Mr, avits. You have great faith in American business to do that 
obt ne ; 
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Mr. Baker. That is right. Or, if some of the limitations are taken 
out of it. 

Mr. Javits, That is right. Thank you very much. 

x Air. Carnanan (presiding). Are there any other questionst Mr. 
‘ulton, 

Mr. Futon. On the form of guaranty spoken of, do you not. think 
it would be wise to yo further and have a guaranty against loss of the 
investor's capital through the change in rates of foreign exchange? 

Mr. Baker. We have said “through no fault of their own,” which 
would cover that, and changes in governments, and confiscations, if 
that should happen, and so on. 

Mr. Furton, One of the problems, and T believe one of the reasons 
why the present guaranty provision is not used more by businessmen, 
is that each foreign government, through its own fiat and its own 
separate action, can by change of the currency value immediately 
wipe out a person’s savings. 

fr. Baker. We would hope that part of that would be taken care 
of in these treaties we recommend. In other words, that an assurance 
against that sort of thing would be incorporated in the treaty that 
could be worked out and negotiated. 

Mr. Futton, How would you go about implementing your recom- 
mendations for land reform abroad? Do you have any particular 
program that would be generic, or would you approach each country 
sept “ately ? 

tr. Baker. It would have to be done in each country separately. 

I syent about a year in South Korea in the South Korean land 
reforin and T could tell you what we did there. The land reform that. 
was accomplished under General MacArthur's direction in Japan was 
a little bit different. The one they are doing now in Formosa is 
yet different from cither of those two; and the one that ECA is spon- 
soring now in Italy is still yet different from the others. 

Mrs. Borton, Would it not have to bet 

Mr. Baker. There is no other way that it can be that I know of, 

Mr. Futon. So you have no set program then as to the imple- 
mentation of the land reform, but you do reach a result in each 
country 

Mr. Baxer. We feel that attention to the land-reform aspect of 

any economic development program should be thoroughly considered 
for each technical assistance project and each economic development 
project as it is developed, as it comes up for approval, and as it is ac- 
tually operated. 
Mr. Furton. In conclusion, do you then believe in countries which 
have repressions of civil rights and bad economic land tenure rules, 
that either through treaties or through bilateral agreements, or 
through the implementation of this program that we should begin to 
bring them over to the democratic ideas, and also to influence and 
reform those systems? 

Mr. Baker. I might say that our definition or concept of land re- 
form is a very broad one, including equitable farm taxation, free 
farm organization, farmer owned and controlled cooperatives, as well 
as what is usually considered just strictly land tenure. 

The answer within that context is that we feel that through the 
three means you mentioned an awful lot, or very much good can 
done in the way of proving that democracy will work for the people, 
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and that that is the soundest and solidest long-term measure if the 
invading army is not next door to the glittering promises and lures 
of this Communist ideology. 

Mr, Carnanan (presiding). The time of the gentleman has ex- 
pired. 
Are there further questions? | 
Mr. Funton. May I just finish and conclude that? 
- Mr. Carnanan (presiding. You have used your 5 minutes. 

Are there any other questions? 

(No response.) . 

Mr. Carnanan. (presiding). If not, we will go ahead to the next 
witness, 

Mr. Futton. Could I just sum up what I meant, please, Mr. Chair- 
man 

Mr. Carnauan (presiding). All right. You may have one more 

"minute. . 

Mr. Furon. Therefore, in Yugoslavia and in Spain on the other 
side, the United States then should attempt by means of this program 
to obtain reforms at this time? . 

Mr. Baxer. Yes, sir. 

Mr, Fouton. Thank you. 

Mr. Baxer. We should also, if I may add to that, be looking for 
every avenue possible to extend democracy beyond where the iron 
curtain is now located. 

Mr. Fuuton. Thank you. 

Mr. Carnnautan (presiding). Thank you very much, Mr. Baker. 

Our next and last witness for the evening is Mr. Boris Shishkin, of 
the American Federation of Labor. You have a prepared statement. 
Did you want to file that? 


STATEMENT oF BORIS SHISHKIN, ECONOMIST, AMERICAN 
FEDERATION OF LABOR 


Mr, Suisuxin. I have a prepared statement which I would like to 
present to the committee, if I may. - , 

I want first to thank the committee for the opportunity for me to 
appear here on behalf of the American Federation of Labor. I am 
very glad to have this opportunity, particularly since in the last 3 
years the committee was particular ind to me in giving me a hear- 
Ing as a representative of the ECA, where I served as the Director of 
the European Labor Division. This year I appear in a different capac- 
ity, representing the American Federation of Labor. _ 

I returned to this country from the overseas assignment a short time 
ago. In addition to the 3 years of service as the Director of the Euro- 

‘pean Labor Division I was given a special assignment by our special 
representative in Europe, which included a survey trip over a number 
of western European countries, just before my return to the United 
States, for the purpose of reporting on the current developments 
particularly. 

The American Federation of Labor suppprts the Mutual Securit 
Program outlined in the President’s message to Congress of May 24, 
1951, and strongly urges authorization of the necessary funds to carry 
this program into effect without delay. 


t 


THE MUTUAL SECURITY PROGRAM 1175 


Both the military and the economic assistance to other free nations 
contemplated in this program are vital and urgent. ‘The defense of the 
United States and its national security are intimately bound up with 
the execution of this program of aid to other nations. Labor, there- 
fore, looks upon this program as being of equal importance with the 
defense nnediielinn program aid other domestic measures essential 
for our national defense. 

During the last few weeks the Kremlin has drastically changed its 
Propagerils tune. It has suddenly begun to pian peaceful neigh- 

rliness and amity toward the free nations of the west, including even 
Great Britain and the United States. This “new look” in Communist 
propaganda is designed to beguile us and to Jul] the aroused American 
ginnt back to sleep. But the American people know better. They 
refuse to be beguiled. They realize that the Soviet attack upon the 
free world is not 2 threat—it is a grim, ugly, and persistent reality. 

This Communist attack is being waged with increasing intensity in 
many forms and with many weapons. The most dangerous ainonyg 
these weapons are internal subversion, political intiltration, anc 
psychological warfare. ‘These weapons are used to spread disaffection 
and unrest. among the free nations and to bring division in the free 
nations’ ranks. ‘They ave used, above all, to win time for the reanna- 
ment of the Moscow-controlled Communist bloc. 

Time is, therefore, of utmost.essence. We are most gratified by the 
diligence of the Foreign Affairs Committee, which is holding three 
sessions a day, including night sessions, in order to give this particular 
program speedy as well ns thorough consideration. 

Our only wish, Mr. Chairman, is that the rest of this present Con- 
gress would give as much attention to the time.and urgency of the 
responsibilities before it at this time. 

he Mutual Security Progra is one of the foremost responsibilities 
of this Congress. We ask that it be authorized speedily and in full, 
in the light of comments and recommendations the American Federa- 
tion of Labor here submits. 


ECONOMIC AID NO LESS IMPORTANT TITAN MILITARY 


Our piearam of military preparedness and our military assistance 
to the free nations standing with us are for defense and defense alone. 
We need modern military strength to deter the Soviet Communist 
forces from invading free and peaceful nations. For us, a defense 
common with the other free nations is the only effective defense. 

Labor supports the proposed military assistance to the free nations 
threatened with Communist aggression. We believe that the rapid 
development of defensive self-reliance on the part of our associated 
free nations will prove an effective safeguard against Communist 
military aggression. 

et, rearmament is only a part of security. Advancing communism 
relies on military force, not as tlie first, but.as the last, resort. Frontal 
attack is the exception and not the rule in the Kremlin tactics. Infil- 
tration from within each free country invariably precedes and pre- 
pares the ground for invasion from without. 

Once the groundwork is laid through covert infiltration and sub- 
version, overt aggression using force is carried on by proxy, as much 
as possible. The shooting may be the result of Soviet-inspired in- 
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ternal strife or it may be launched by a satellite puppet on Moscow's 
orders, 

The greatest pitfall for us would be to fail to recognize the true 
menace of this technique of vicarious aggression, whereby repeated 
blows can be delivered to freedom and free institutions without in- 
volving a single Sovict military unit. The gravest mistake for us 
would be to assume that rearmament alone can make us secure and to 
neglect the paramount need for continuing economic assistance. 

18 program of economic aid which can effectively deal with the 
sources of unrest and disaffection in the free countries is by no means 
secondary to rearmament. In terms of timing and in certain eco- 
homically weak areas it deserves prior consideration. 


POSITIVE POLICY NEEDED 


The greatest strength in the American foreign policy since the end 

of the war has been in the positive leadership and the positive initi- 
ative taken by the United States in the building of the free world, 
embodied in the Marshall plan and the point-4 programs. 
_ We can easily lose both the initiative and the leadership if we trade 
in the positive character of these programs on a purely defensive 
model. We have just begun to prove to others that, human betterment, 
high employment, and increasing real income is made possible in an 
expanding economy such as ours. We have just begun to show how 
the free people can accomplish this with a minimum of aid and 
through reliance on their own skills and resources. Our aid to this 
end offers a promise far more real than any promise of a Communist 
dictatorship. 

Such aid need not be costly. The essential minimum of economic 
aid plus a substantially developed program of technical assistance 
can accomplish much at a small cost. I€ is essential that such aid be 
continued as an instrument of a positive policy of the United States. 
Development of productive resources, increased productivity and 
above all, sharing by those who work in the increased production anc 
lower costs should spearhead the positive task of our economic aid. 


AID SHOULD BE CONDITIONAL 


Economic assistance in the future should be based on the agreement 
by the nations aided to use this aid toward the maintenance of high 
employment and the increase in the real income of their people. 
he Government of the United States has an obligation to make 
sure that its economic aid will be used for the positive purposes to 
which America is committed. ; 

All our domestic programs of Federal aid within the United States 
involvin grants and loans require the acceptance by the State and 
municipalities of standards on the maintenance of which this aid is 
conditioned. We see no reason why this approach should be aban. 
doned in the foreign-aid program. Advance acceptance by the par- 
ticipating countries of broad positive conditions would place the 
responsibility on them for specific legislative and administrative ac- 
tions in order to make sure that the aid is put to positive uses. 

Foremost among such conditions should be the agreement on the 
part of tho recipients of our aid to further the improvement of real 

, 
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income consistent with defense and to provide for highest attainable 
employment. In many of the nations of the free worl direst poverty 
and widespread privation still prevail. The positive purpose of 
American aid should be to work such improvements as may be pos- 
sible to stamp out poverty and increase the real income of the great 
mass of the people. 

In order to carry this positive approach into effect, wo recommend 
that section 102 of the Economic Cooperation Act of 1948 be amended 
tu include the following in the declaration of policy: 

It is declared to be the polley of the people of the United States to provide 


economte agststance to countries pledged to promote, to the extent consistent 
with thelr national defense, national and Snternational action designed to attain 


the following objectives: 
1. To assure a large and steadily growing volume of real incume and effective 


demand, and the attafnment of the higher standards of living. 

2. To increase the production, consumption and exchange of goods, end thus to 
contribute to a balanced and expanding econorny. 

8. ‘Lo promote full and productive employment. 

4. To foster and assist such industrial and general economic development, 
particularly of those countries which are still in the early stages of {industrial 
development, as will contribute to the achlerement of higher Iving standards, 
and to encourage the International flow of productive favestment toward this end, 

3. To enable countries, by Increasing the opportunitles for their trade and 
economle development, to abstain from measures which would disrupt world 
commerce, reduce productive employment, lower living standards, or retard 
econolmle progress. 

I might add, Mr. Chairman, the language contained in this pro- 
posed recommendation, to be included in section 102 of the Economic 
Cooperation Act of 1048, which undoubtedly will be integrated in 
any of the proposals for the continuation of the program, is the 
language to which the policy of the United States is already com- 
nitted. 

In our agreement with the United Kingdom on tariffs and trade 
as long as 6 or 7 years ago this was the basic position taken by the rep- 
resentative of the United States. 

Mr. Fcrron. I have just said to Mr. Javits that is familiar langua 

Mr. Srusuxin. So we feel that, the United States should not hide 
its light under a bushel and refrain from stating its purpose affirma- 
tively. We should state that our purpose in all the cooperative effort 
among the free nations is to attain these positive objectives behind 
which the American people stand. To fail to state it would be to 
miss the greatest opportunity we have today to show the people not 
only within the free countries, but the people behind the iron curtain, 
that this is the purpose of our entire activity. This is why we are the 
liberators. We must show that we are not merely doing everything 
we can in order to provide guns, tanks, and bazookas for military 
effort, but that we have a positive purpose in mind. In that way I 
think you can lick the fear of having some Soviet divisions break 
rank and run across the border. Because only when we are, through 
every means available to us, able to say to everyone who can under- 
stand human language that we are Arita today as the leader in the 
world for a positive purpose of this kind, only then would we be 
saying tie foundation upon which our economic-assistance program 
must be founded in order to succeed. 
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SINGLE, INDEPENDENT OVERSEAS ECONOMIC ADMINISTRATION 


We strongly recommend the unification of the foreign economic 
activities of the United States Government in a single independent 
agency under an Administrator responsible to the President of the 
United States. We believe that both the economy and the effectiveness 
of the several forgign economic programs would be greatly enhanced 
by such on integration of the foreign economic activities of our 

overnment, 

Of course, the foreign policy of the United States must be a con- 
certed policy. The responsibility for this policy must rest with the 
Secretary of State. Withiu the framework of agreed general policy, 
economic policy decisions can and should be made by the Foreign 
Economic Administrator, or the Overseas Economic Administrator, 
which is the term which las been suggested by some others. 

Experience of the Economic Cooperation Administration has dem- 
onstrated that unity and harmony in the operations can be maintained 
while retaining independence of the economic agency in operations 
and economic policy decisions. Closest coordination among all agen- 
cies concerned both at home and abroad is, of course, indispensable 
to successful operation. 


ECONOMIC ASSISTANCE SEPARATE FROM DIRECT MILITARY FUNCTIONS 


The functions of economic assistance, mutual economic coopera- 
tion, and economic development should be kept distinct and separate 
from direct military -respopsibilties involved in the military aid. The 
effectiveness of the miltar proetans as well as that of the economic 
program, will be increased if the military decisions relating to organ- 
ization, deployment, and procurement requirements of the Armed 
Forces are handled by the Department of Defense for the United 
States, where they properly belong. 

By the same token, the problems of defense production, contract 
allocation, and civilian manpower should be in civilian hands and 
handled for the United States by the Overseas Economie Admin- 
istration. | . 

I would like to add a word on this point which I think is extremely 
important. There is a real problem that has developed, particularly 
during recent months, and perhaps since last stimmer, when Mr. 
Spofford took over NATO, and the gradual development of two 
distinct organizations—OEEC and NA'TO—was taking place. The 
problem is to develop an area of clear agreement as to where the 
military decisions stand in relation to economic organization and how 
independent those decisions are of civilian interferece with regard to 
military matters. 

_ On the other hand are the decisions that should be made by civilians 
in the context of the NATO concepts as well as the concept of the 
OEEC in Europe. Experience, with which I have had a good deal 
to do at first hand, has shown this can be cone, and certainly needs 
to be done. . 

THE MILITARY PROGRAM FOR EUROPE 


The proposed program calls for military assistance for Western 
Europe for fiscal year 1952 totaling $5,293,000,000. This amount is 
. t ™ 
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designed to provide almost entirely military equipment and supplies 
to be produced in the United.States. It 1s to be supplemented by 
nilitary Quining and technical assistance aids. 
Under the leadership of General Eisenhower remarkable progress 
efensive 
nilitary force-in-being. A notable dezree of agreement has been 
renclied in pooling the military resources of the Allied Powers in 
Europe, as we have seen by the developments in the last 2 days. 
Despite extremely weak economies still suffering from the chronic 
ailments aftticting the economic structure of Western Europe and from 
the ravages of war and postwar inflation, our Western European allies 
are doing their full part toward the building of military defense. 
England and France, for example, are devoting in 1951 as great a 
shure of their national product to military exiiehilltiites as we do in the 
United States, ‘The proposed program is essential to sustain the 
accelerated pace of defense activities needed to keep Western Europe 


ree. 

The North Atlantic Treaty Organization is enguged in the equally 
important task of developing programs necessary to sustain the 
defeuse activities and to coordinate the defense supporting efforts of 
the NATO countries. The job of organization of defense mobilization 
and defense production in Western Europe is properly a civilian 
responsibility and should remain in civilian hands, 

We wish to emphasize the need to develop standards and policies 
whereby the impact of defense mobilization would result in the min- 
imum of disruption in the still precarious economies of Western 
Europe. It is urgently necessary to press for agreements under which 
contract allocations and defense procuction in the free countries of 
Europe would be based on the criteria of maximum utilization of 
unused capacity available in Western Europe, the maximum employ- 
ment of available manpower, and the maintenance of fair labor stand- 
ards, We ask that the United States representatives in the NATO 
be directed to press for these obligations, — 

Let nie say this, Mr. Chairman: In the work of the NATO and 
the Defense Production Board in Europe, we have a real problem. 
We kaow from experience now how deeply involved the questions are 
with which Mr. Wilson’s Office of Defense Mobilization is struggling 
in this:country. In Europe, we have the NATO Defense Production 
Boavd in which the task is 10, or 20, or 100 times more difficult because 
of the different standards in different European countries. But no 
provision is made today that will give assurance to the great mass of 
the workers in Europe that their interests will be safeguarded, or that 
the contract allocation will be on the basis that will help their coun- 
tries; and that we are taking cognizance of their problems and that 
these standards are being considered. 

The second question, which is of extreme importance also, is that 
in the supporting programs in Europe, in which the actual allocation 
of funds for European production may now- develop, it is vastly im- 
portant it seems to us to make sure that there is an agreement, an 
advance agreement, on the part of the European countries that they 
will be willing to utilize the facilities of a neighboring European 
country where that excess capacity isavailable. 

In my experience in the discussions in the committees dealing with 
this problem there has always been a reluctance, which is being grad- 
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ually overcome with a great deal of difficulty, to provide an agreement 
for contracts that will be let in Italy, for example, where there is 
unused capacity. In Italy there are high skills, unemployed skill, 
available skills, as well as unused capacity for many successful opera- 
tions as well as the assembly of component parts which may even be 
produced in the United States. : 

. Yet, witha ceartity of time and skills we are abandoning the Italian 
unemployed to the fate of joblessness only because at the diplomatic 
level there is not the drive to make sure that provision is made for 
them, for the sake of economy and to accomplish the positive purposes 
we have in mind. 


THE EUROPEAN RECOVERY PROGRAM 


It is now less than 3 years since the Economic Cooperation Admin- 
istration became a going concern in Europe. During this short time, 
mutual cooperation of Western European countries, their self-help 
and, above all, American aid, have made possible tremendous strength- 
ening of the economies of Western Europe. 

The Marshall plan, conceived and administered on a voluntary basis, 
has averted economic disaster and bankruptcy of Western European 
nations. It has made possible a strong organization for Europesy 
* Economic ee carrying on the task not only of gradual in- 

tegration of Western European economies, but also of cooperative pro- 
graming in the development of ore ag future economic resources. 

The Marshall plan made it possible to stop inflation and prevent 
financial collapse in most! of the Western European countries. It 
helped avert mass unemployment. It created the European Payments 
Union which, by removing the barriers to monetary exchange, primed 
a free flow of currency and credit necessary to sustain trade among 
European countries. By closing the dollar gap and reestablishing a 
large measure of the balance of payments between Europe and the rest 
of the world, the Marshall plan has made it possible for European 
countries to begin to Pay their own way in providing for their needs. 

With the sxeeptcn of France and, for different reasons, the Nether- 
lands, the Marshall plan has made it possible for most of its partici- 
pating countries to raise the real income of their wage earners sub- 
stantially above prewar levels in a remarkably short time. It has 
helped sustain full employment in most of the countries and made it 

ible to reduce unemployment in others, It provided means for 

movement of workers across national boundaries. It has helped 

discover outlets and means for overseas migration to surplus popula- 
tions in Europe. 

It has provided technical assistance for the difficult and important 
task of rehabilitation and economic integration into the Western 
European economy of some 10 million ronipese and expellees from the 
other. side of the iron curtain, and some of them very recent arrivals. 

And, it has launched a program designed to enable European in- 
dustry to increase productivity, basing the productivity program on 
: she principle that the benefits of reduced unit costs will not be con-- 

fined to increased profits, as in the past, but will be passed on to bene- 
fit the community in the form of lower prices and increased wages. 

In the deve: opinent of these programs labor played a vital part 
through the activity of Trade Union Advisory Committees, estab- 
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lished in mést of the ERP countries, as well as through the work of 
the ERP-TUAC, now merged with the European Regional Organ- 
ization of the International Confederation of Free Trade Unions and 
the activities of many international trade secretariats. 

In the short time of the Marshall plan operation, a firm founda- 
tion hns been laid for building a strong Europe—a free and united 
Europe. 

Tho crucial question before this Congress is, low should the re- 
mainder of the program of European recovery be related to the mutual 
defense of Western Europe? 4 ; 

There is before the Congress the proposed economic program for 
Europe totalling $1,675,000,000. We regard this amount as the abso- 
lute minimum consistent with the discharge of the responsibilities 
the United States has assumed toward the completion of the task 
undertaken in 1048, But we are meehly Spprenenive about the man- 
ner in which the future program is to be administered under the pro- 
posals now before the Congress. 

Economic assistance is completely subordinated to eatery defense 
in the proposed program. The economic aid is put entirely in de- 
zene terms. The justification given it is a purely emergency justi- 

cation. 

We question the wisdom of this approach. The relationship be- 
tween the United States and the free nations of Western Europe is 
not an emergency relationship. It is, and should be, Insting and per- 
manent. Our dependence on a free Europe, a Europe growing in 
strength, is just as vital as the dependence of Europe on a free and 
strong America. 

We should state our purpose and our policy in positive terms. 
Short-term needs and emergency steps should be made subsidiary to 
long-term objectives. We should recognize that a diminishing amount 
of temporary aid is indispensable to achieving long-term goals. 


Every American should recognize what the economic assistance. 


under the Marshall plan has meant in the past and what economic aid 
will mean in the immediate future. It should be clearly reatized that 
every dollar spent to assist the European recovery was spent, not 
abroad, but in the United States. 

Since I have returned, Mr. Chairman, I have visited almost all of 
the States in a very short time. I have seen a number of factories 
which would have shut down, which were primarily wartime plants, 
in which there were thousands of workers who had niigeated from 
other sections of the United States to do war work and who had been 
stranded at the end of the war, and all of that stranded population 
would not have been employed if it had not been for the Marshall 
plan aid. These workers would not need any explanation of what I 
am trying to state here because they know it from their own very 
vivid experience. 

Our aid has not been for selfish ends. However, we have to em- 
phasize this point because the great majority of the American people 
still think these vast amomits of money are sent abroad, are never 
returned and are not playing a productive part in this country. 

It should be understood that if it had not been for the large-scale 
employment generated by the Marshall aid in the United States, the 
mild recession we experienced in 1049 would have undoubtedly ex- 


tended into a full-fledged depression. 


poet he LY 


1182 THE MUTUAL SECURITY PROGRAM 


Tt should be recognized also that the rapid expansion taking place 
in our economy as the result of the defense program is generating 
industrial capacity and employment opportunities which will not be 
sustained indefinitely unless our growth is matched by the economio 
development elsewhere in the free world: We will be paying a small 
price in supporting the flow of exports desperately needed abroad in 
relation to the future gains we will get from the growing markets for 
our goods in foreign countries this aid will generate in the future. 

e are keenly aware of the fact that the European countries have 
been doing, and are doing, their full part in terms of both self-help and 
mutual cooperation to translate the limited amount of our assistance 
intoa vastly greater program of economic expansion. They have been 
doing this under enormous handicaps which have been overcome only 
because of their unswerving adherence to the principles of mutuality 
and constructive cooperation. 

Commodity speculation and raw material shortages since Korea 
have dealt a severe blow to the economies of Western Europe. Al- 
though the Marshall plan stopped inflation in the ERP countries in 
1950, a new inflationary round has been set off, cutting deeply into 
the real income of the mass of the Europeans. 

Let us look at the basic facts of economic life in Western Europe. 
Here is the comparison of the per ov income in the United States 
in 1949 as compared with some of the Western European countries. 

May we have that table reproduced in the record ? 

Mr. Vorys. That is a table I have been looking for for 3 weeks and 
it is the first time we -have had it. Thank you. 

Mr. CARNAHAN, {presidiig) We certainly appreciate your putting 
it together. It will be copied in the record. 

Mr. Vorys. We feel pretty sure of the statistics too. 

(The table referred to is as follows:) 


Per capita incomes, 1949 


United States.....--.—.....-- $1,453 ] Iceland .-..---2.-.-.-2.2 22. $170 
Rwitzerland.......-.......-... 819 | Ireland.-.....--2 2.2 420 
Bweden........ weseecceekwals 780 | Western Germany. -........... 320 
Great Britain... ..........--. 773 | Portugal. .-- 222222222. 250 
Denmark...-.....-.----...--. G89] Ttalye. 2. oco cece Sec es ccc 

Norway--..--.-..--..—.----.- 587 | Austria... ee 216 
Belgtum-......-..-..—.-.--.- 582 | Greece. .....-2 2 ee 128 
Netherlands..........-...-..- 502 { Turkey..._..-.-.--.----.-2222 125 

BNC. cccccucensaccecenccsc 482 


Bource: Statistical Office of the UN. 

Dir. Sntsuxin. I would like to point out that roughly here is the 
picture in Europe. The per capita income in the United Kingdom is 
roughly half of the per capita income of the United States. 

‘he per capita income in France is roughly six-tenths of the per 
capita income in the United Kingdom. 
- The per capita income in Italy is roughly half of the per capita in- 
come in France. ; 

So, you have these disparities in the standards of living that have 
io be recognized when we are dealing with the problem of economic 
integration, or with objectives that are long-erm objectives that need : 
to have, broadly speaking, a short-term program to accomplish them. 

‘In this connection I would like to point put also that. it is increas- 
ingly apparent from this very comparison of what we are dealing with, 
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what still remains to be done in the situation. The dollar Bap, as we 
understand it, and as the professors of economics, some of whom are 
now engaged in governmental activities, have been interpreting it for 
some time, is a Jimited kind of a problem. There still remains a 
residual problem we cannot overlook, 

It is not enough for us to close the dollar gap. We have to look at 
these comparative figures and find out what can be done in those coun- 
tries with a low income so as to prepare them to resist Soviet aggres- 
sion, The way to do it is to win the minds and hearts of these people 
with the low standards of living, and the source of that inspiration is 
in the United States. 

Much has been said about the effect. of the Marshall aid on the 
standard of living of European workers. Some critics have com- 
plained that the Marshall aid has made the rich richer, and the poor 
poorer, repeating the charge made by the Communist propagandists. 
This charge is false. The available figures show that the real earn- 
ings—that is, wages adjusted for the cost of living—have increased 
in virtually every Western European country between March 1048 
and the end of 1950. 

The real earnings were virtually unchanged during this period in 
the United Kingdom. and they have declined 3 percent in the Nether- 
Jands where the decline was due mainly to the loss to the Dutch econ- 
omy of foreign exchange in the east and a high rate of investment 
at home. 

Tn France the real income of a worker with two children increased 
1.7 percent during the Marshall plan period; in Italy for a worker 
with three children, 11.1 percent. 

In Austria the worker's real earnings increased 23.1 percent; and 
in Western Germany, 61.8 percent. 

The result is that with the exception of France and the Netherlands, 

the real earnings of wage earners in all ERP countries were above 
the prewar level of 1938 by the end of 1930. In the Netherlands 
these earnings were still 16 percent short of prewar and in France 
almost 20 percent short. for a worker with two children. They were 
even shorter for a single worker because the family allowances play 
an important part. 
_ Lam reciting these figures particularly because I think it is terribly 
important for us to look at the real facts and put them in the proper 
perspective. It is very easy for anyone looking at the conditions of 
Wage earners in one of these countries to say the Marshall plan has 
done thus and so, or this was the effect of the Marshall plan. 

_ The very narrow relative margin of aid the Marshall plan has pro- 
vided has been directed in almost its entirety to the capital invest- 
ment for the development of the dormant resources of these countries. 

Capital investment in hydroelectric plant means investment in fu- 
ture power for future production in consumer goods only at a later 
date. It is not immediate. 

Yet there is a very real problem on the part of many of the Euro- 
pean governments in their failure to take the necessary measures to 
see that the recovery has been progressing equitably. Therefore, we 
seo wide disparities in the different countries. There has been a 
question long debated as to the extent which any American mission in 
a foreign country should intervene or not intervene in that country’s 
internal affairs, 
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_We feel that this question can be resolved by the kind of thing that 
was done in the adoption of the Marshall plan at the beginning. 
Stated in broad terms it would be a requirement plaging the obliga- 
tion on the foreign government to undertake the necessary measures 
through their own legislative powers, with full preservation of their 

“sovereignty, to insure across the entire rango compliance with the 
basio purposes, I have stated here. . _ 

Two things must be borne in mind'in connection with this economic 
analysis. e is that in the past 3 years European reconstruction 
called for hea capital investment. The heavy outlay in capital 

ipment could not bring an immediate increase either in the supply 
of consumer goods or in the standard of living of the workers. 

But this investment has laid a firm foundation for increasing living 
standards in the future, if sound policies are pursued by the countries 
concerned. 

. The second factor is the basic disparity in the earnings in highly 
industrialized countries, such as the United States, and the indus- 
trially backward countries of Europe. <A recent study by Irvin 
Kravis, of the Bureau of Labor Statistics, on the Work Time Requir 
To Buy Food, shows the disparity in the level of earnings before the 
way 1049, the buying f the workers’ f 

1949, the buying power of the workers’ earnings in terms o 
food. ualed or exceeded the comparative prewar level of relation 
. to the United States in all countries except France, Austria, and Ger- 
many. This study reveals that between 1049 and 1050 the ‘buying 
power in the ERP countries did not keep up with the United States 
where an improvement has taken place. 
- Thus, the 1950 comparison shows some deterioration in the buyin 
power of Western European workers in Austria and. Germany, an 


especial in France. 

Ar, Chairman, I would like to have this table, which gives this com- 

parison inserted at this point in the record. . 
‘Mr. Cannanan (presiding). Without objection, it will be done. 


(The table referred to is as follows :) 


Indewes of purchasing power of hourly earnings in terme of food, pretcar, 
. Lo ' 1049 ang 1950 ; 


- [United States = 100] 


pt i A > : a : a : 
Idee "He Beanked To Bay Food, Irving B. Kravis, Monthiy Labor Review, Febdcuary 1951, pp. 


‘ Me. Smguaty, I think it is a crucigl point that has been over- 
‘looked ‘and is not sufficiently understood jin this. country, that the 
préwar Iéyels in the Eutopean countries, by and large, with variations, 
‘Of & mate vastly losrer than the level of the ability of the Ameri- 
‘cdnh Wage earner to putchase for an hout’s work the food that is neces- 

‘sary to sustain him. poo 


him 
2 i¢ if ’ . . 
a? , H . ‘ ‘ /. , ; s. 
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The war has meant a terrific drop in most of the countries in that 
standard. ; 

In Germany, for example, before the war it was about half our 
standard.’ You had to work 2 hours to buy what we work 1 hour 
for ini the way of-food. After the war it was only athird, 

So you can see the basic relation in terms of food, which is the 
essential burden on the purchasing power of the European worker, 
and which provides the measure by which we can estimate our con- 


- tinuing responsibility in economic assistance. 


wanted to say very briefl 


The plant in Morgantown, W. Va., which I visited recently, which 
had been engaged in the making of fertilizer under the Marshall plan, 
has a personal concern in this because they know that fertilizer which 
they have produced, an der al Sahl Po bs, has given the European 

e 


countries an abilityy With the fertilizer, to develop production them- 
selves, not eee on the United States mes for continuing 
su rt. 8. 

at is (h6 dramatic exampld of the kind of thing Ais problem in- 


volves, ang which Pid written off because the dolla¥, gap is closed. 
The significant faet is that the workers of Italy could earn in an 
'y about oné-fourth pf the Amoufit of food an American worker 
this ratio had pot substantia 
ig clearly not the faijure of th 
n for the Marghall aid, Italy whuld have 
famjne instead of beibg able to maintain 
hey, aye. ~7 
rations W Belibve Congress shoul 


i shot nd 
increasny produ 
lic aoe mnjended ip’the amehdments to 
ration Act I shggest cay er. 
thould be\taken\by-the Ove 


have in 


ade litional of policies 
tivity intd higher Avages and 


steps be taken, in the light of the vast amount of foreign private 
investment capit 
. Mr. Herter. Has the gentleman taken it up with the Secretary of 
the Treasury f : 
"Mr. Sutas1x1n, My witnessing of this problem was in a capacity of a 
bureaucrat, in our Foreign Service. I was not in a position to take 
the problem to the Secretary of the Treasury. 
r, Herren. Excuse the interruption. 
Mr. Snisuxiw, With regard to the labor program of ECA, I 
; C ’ ly this much and leave whatever else the com- 
mittee might like to know to siceons. 
' Operation of the ECA’s labor program has been of strategic im- 
Bortance It has resulted in positive progress toward increased pro- 
uctivity, manpower utilization, migration of surplus population, 
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and resettlement and integration of refugees, Above all, the labor 
program has brought free ee lnbor into a direct: partnership 
with the programs of economic development in individual participat- 
ing countries and in Western Europe as a whote, ; 

‘his program reaches far beyond the assistance provided inder 
the country programs in striet economic terms. Utilizing: the re- 
sources of technical assistance and exsehange of personnel, the lvbor 
program should continue to play a larger part in strengthening: the 
anti-Communist: European fabor, independent af the dollar aid 
provided, 

This particular phaso of the labor program should be based on 
tho acceptance of tho free and independent democratic unions in 
Western Europe as the primary instrament of European labor policy. 
Tho International Confederation of Free Trade Untons is the agency 
which wo must. aecept and rely upon for furthering the objectives 
. the European workers through the representatives of their own 
choice. 

Qreater utilization of facilities to the (rade-unions of the United 
States, especially to receive delegates of the European trade-unions, 
would further tho objectives which we have already advanced among 
tho Western European nations. ; 

To put it in a sentence, my experience with the labor program is 
that it is fundamental to the program as a whole. We have to realize 
Avo aro strengthening these countries, Their institutions are tho 
ones wo have to rely on, we must make sure that wo do not have a 
number of people brought over with our assistance who go over to 
Europe and begin to tell tho others what to do and how to do it, setting 
themselves up as a complete judge. 

f the Europeans have democratic institutions, and if they have a 
free trade-union movement, that is the test of their ability to deal 
with these problems, 

Tho American Federation of Labor wishes to emphasize the key 
importance of assistance to underdeveloped territories in which a 
relatively small amount of aid can bring the largest returns. ‘Tho 
American Fecteration of Labor was represented by Mr. Lewis G. Hines 
on tho International Development Advisory Board headed by Mr. 
Nolson Rockefeller, and supports tho basic findings and recommenda- 
tions in the ails of that Board. 

I might add that Mr. Rockefeller asked nyc to serve briefly as a 
consultant but my service was so brief, and limited to the final odit- 
ing of tho report, that. Ido not think my contribution is of any great 
signiticance, I did quite a bit of work on the preliminary studies lead- 
ing to the report. : 

‘he present appropriation before Congress calls for $35,000,000 
under tho point 4 bre ram, We regard this appropriation as, indeed, 
a modest step in the development of a cooperative point 4 program, 

Tho program of international development is based on the proposi- 
tion that tho free nations of the world working together with tho 
underdeveloped countries, each making its proportionate contribution 
toward the total effort, is indispensable to the success of the program. 

This is by No incans a give-away program. It is ono that will 
start us on the way toward growth and betterment of tho standards of 
living in the most depressed areas of tho world where tho greatest 
strides could be mado in economic progress. Tet mo stress tho stato- 
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ment made by the International’ Development Advisory Board with 


neyeard Co labor standards. ‘The Board said: 


Linproving (he standard of ving of the people of the andordevelopad areas fs 
nocteflntie siritete objective of Ualted States forelgu polley. That grlevineesd 
are constantly belyg exptolted by subversive forees Iuurdly needs elaboratlon, 
Soviet agents have been partleularly diligent In efforts to propagandize and cot: 
trol Sndustrial and rural workers. 

The (re tradeuntons fn the underdeveloped areas have done a praiseworthy 
Job in Oghting of Communtst and Pracist iotil¢ration, white stelyimg to better 
the lot of thelr members. Ti ¢hls they have been alded with Cands and advice 
from United States triaukeuntous, ‘The Advisory Board revormends the eon- 
(inet encouragement of the free labor anfons tithe underdeveloped) areas, 

We again reiterate the need of prosecuting this program in full and 
in placing it in positive terms of an aflirantive United States policy, 

Above all, we wish to emphasize the need to utilize fully the trade 
union resources in both the substantive programs and in technical 
assistance, Labor must play a leading part in helping the balanced 
progress in economic development. Fer upon free fabor falls the 
double duty usa guardian against Communist subversion and as a 
guardian against exploitation, 

1 would bike to add one word, Mr. Chairman, that in the eontem- 
plated programs of capital iuvestment we feel it is vilally important 
that the recommendation of the Rockefeller board to maintain mini- 
muon Tabor standards set by the HA) will not le overlooked. ‘Tho 
tiininian standards need to be maintained. ‘The minimum labor 
standards need (o by sugpleiented by a basis in which there isa full 
realization on the part of the people in those areas that the invest- 
ment will not be for exploitation. 

L want to thank you, Mr. Carnahan, for your patience and your gen- 
erosity in the time you have afforded me. Lappreciate the oppoertun- 
ity to be heard. ; 

Mr. Carnauan (presiding). Weare grateful to you for bringing us 
this very thoughtful statement. Tt will be worth a fot to the committee 
in our consideration of the bills before us. 

TE will not go around completely. Twill do as T did before. F will 
recognize any of you who have questions for 6 minutes, Mr, Vorys. 

Mr. Vorys. Mr. Shishkin, ave you going to appear before the Sen- 
ate committee f 

Mr. Siusnkin, T think the American Federation of Labor will ask 
for an opportunity to be heard, 

Mr. Vorvs. TP hope you ean do some missionary work there. 

We had some provisions in tho point -+ legislation last year somowhat. 
along tho lines you recommend, E think possibly due somewhat (o your 
inspiration, ‘They died in conference. We are not permitted to speak 
of the other body, but T urge you to tell the story there too, 

1 was encouraged when you said “advance acceptance by the par- 
ticipating countries of positive conditions.” ‘Then your only legisla. 
tive suggestion was to change some words in the declaration of policy, 
We have found out that we can put anything we please in tho declara- 
tion of policy, but untess you write in conditions that our negotiators 
have to consider, such as in section 115 in ECA, and we have a fow 
in the point 4 legislation, our negotiators horse around and say, “Well, 
wo talk to them about it. We used our influence and coaxed, but they 
did not want to do it. "So wo did not do anything about it.’ 1 won- 
dered what your idea was about writing in positive advance conditions, 
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Mr, Sittesoxin. I will be glad to accept your amendment. Perhaps 
we havo not gone far enough. We will be glad to go one step further. 
‘The reason I presented it this way was that in the Economic Coopern- 
tion Administration, which I think is an exception, they have ac- 
cepted the declaration of policy very literally. ‘They pursued it almost 
toa fault in taking that. to be a substantive part of the legislation. 

Section 102 is written a little differently. It is translated into an 
affirmative statement, into an operating policy, in the same section. 

The important thing is to have the neceptanice by OLEC, NATO, 
and other international organizations which are formed to handle the 
aid provided, to write that into their operating: instrumentality as a 
condition of their participation in the receiving and administering 
our aid. Or, if bilateral agreements are mace, to have them written 
in tho bilateral agreements where appropriate. 

Mr. Vorys. That is what I thought you were talking abont, specific 
legislative conditions and advance acceptance by participating coun- 
tries of such conditions. ‘They would not be the only conditions you 
recommend, but other conditions. 

We find this situation: We have stuff written into the purpose 
clause and elsewhere in ECA, and in MDAP. 

Mr. Foster comes here, the MDAP fellows como here and say that 
this is not goin the way they thought it should, and the way we 
thought it should and the way we had it in the law, that they could 
not get them to do it. 

ou have had some experience over there. I wonder if it might 
not help our negotiators to force them to say, “We do not want to 
hurt anybody’s feelings, aid we are sorry, boys, but this time it is 
different. We have a new law. You do not get tho money unless 
you agreo to this in advance. Then if you do not go through with 
your agreement, we have to stop letting you have the money.” 

As you say, the money comes back here. Would that work 

Mr, Suisuxin. I would suggest, Mr. Vorys, that it will help a lot 
if the requirement be made in advance of the aid extended rather 
than in the specific negotiations. So our representatives would not. be 
put in the position of trading on princi les. Thisisa principle, That 
is the reason we stated it broadly. It should be made a condition. 
For example, there is a production-assistance program which is being 
developed in ECA, which has vast implications to.the rebuilding of 
Europe on all fronts. 

That kind of a program, to our mind, will bo effective only if it is 
conditional. If itis conditioned on the lant-to-plant basis in France, 
Italy, and any other country, where technical assistance aid and tools 
will be provided only if there is an agreement-—— 

Mr, Vorys. A three-way split? 

Mr, Suisuxin. Of making the benefits of that aid go to the con- 
sumers and the wage earners as well as the management. 

Mr. Vorys. I think I have taken my time. 

Mr, Carnanan (presiding). Are there any other questions? 

Mr. Fulton. 

Mr. Funton. I want to thank Mr, Shishkiy for his lucid and logical 
statement, as usual. We always enjoy his views when he comes here. 
I am interested about implementing the aid with economic conditions, 
but I am also interested in implementing the aid and the movement 
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toward greater democracy, with humanitarian conditions, liberties, 
and rights. 

My ono suggestion on your statement would be that you have 
emphasized the economic. But also as a correlative there should be 
emphasis put on these conditions that have to do with the movements 
of the countries generally toward the economic liberties and the lib- 
erties that we know. 

For example, there might be a condition for freedom of religion 
in Greece, freedom of political prisoners. 

In Yugoslavia, for exampte, there might be the further release of 
people who stand up for human rights as officers of the Government ; 
Witness the minister of the Govermment of the pre-Tito regime in 
the last few days. 

Do you not think under those circumstances that the conditions 
should be expanded somewhat so that on the basis of your premise our 
aS pro vine are not trading in principles? 

Mv. Sitsnxin, I think you are quite right, that our statement of 
purposes and our statement of principles ought to be underlying our 
relationship in this wey. 

1 would agree entirely with you if it were not for one question of 
yetting involved politically. ‘That is the extent to which we have a 
practical problem confronting a particular government today, let us 
say the Government of Belgium or Greece. At _a specific juncture, 
when we come as representatives of the United States carrying eco- 
nomic aid and deal with the political questions involving freedoms of 
that kind, you get into something else. It may become a part of an 
economic bargain which might create a false impression with regard 
to our condition. 

Mr. Futon. Can we distinguish between two types of countries t 
One would be the countries which have a dictatorship type of govern- 
nent, either right or left; the others are the countries that have funda- 
mental liberties that, nevertheless, need certain reforms, for example, 
against monopolistic controls and cartels, 

In the type country where public opinion can be influenced, we 
should proceed on one basis, that would be Turkey, Greece, Belgium, 
France. But in the other type countries, such as ‘Tito’s dictatorship 
or Franco’s dictatorship, do you not think we would be doing the 
wople a service by inserting a declaration of these principles as con- 
ditions ahead of time? We do not then negotiate or bargain on 
certain standards they must meet? 

ae: Sursuktn. I think with that modification I would go along 
with you. 

Mr Fuuron. For example, in Formosa, on the system of slavery of 
young indentured girls that they have never corrected to this ¢ ay: 
This is a system by which girls are kept as slaves without pay and sold 
by their families to other families for this purpose, and then later 
may be sold, as can now be done, tnder Formosan law into indentured 
services. We should proceed to put correction of those basic con- 
at ~ a condition upon which we will grant aid. Is that not 

ible 
Or. Sureukty, I believe so. Of course, in Asia, where conditions 
are so different, our underwriting of aid on condition of major re- 
forms or kind of changes that are necessary, is clearly desirable. But 
the actual immediate steps to be taken in order to provide the first 
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move toward tho institutions toward which these people would look, 
would be far wiser than to come with promises of pie in the sky, 

It will give more hopes as to the kind of things that are necessary 
as the first immediate step toward emancipation for a lot of people 
that have not oven realized, despite the kind of revolutionary spirit in 
which they are imbued. 

Mr, Furvon, The reason I am emphasizing this point is that when 
wo come to ous friends and allies we are always very strict, for ex- 
ample, in the Philippines on the aid just being given. We have put 
very stringent prior conditions that they must meet, both as to terms, 
as to goverment finances, nn even as to the economics, before we 
would even negotiate for aid. 

Why do we not do it for these other more backward countries? 

Mr. Sursuktn, There are two problems there, Dhave given you the 
first. one. The second is that the institutions in that country have to 
be developed to deal with tho problem itself. There have to be trade 
* unions developed in the backward areas, as in southeast Asia. 

Yet tho very fact that they know that in order to achieve tho r- 
form they will rely on their own institution in that particular country 
is vastly more important than to try to rely on us and to run to some 
foreign adviser. 

One of the last visits T made was in ‘Turkey, ‘They have a young 
trade union movement that has just been liberated from far-reaching 
restrictions of a dictatorship. [ was the first American trade-union 
member to visit their (rade-union confederation. ‘There were many 
things they were groping for in the dark. Wecould helpthem, Wodo 
not have a labor attaché in the Ankara Mission. Argentina has; 
America does not. Iam glad tosay that asn result of my visit a labor 
attaché is going to be assigned there, and I hope it will be a competent 
person, 

Here is a trade-union movement in Turkey in which the people are 
committed to every possible effort toward building a democracy with 
their own hands. We have to look to that institution to develop 
through their own efforts, as well as other native democratic institu. 
tions in all walks of life. ‘That _is their strength—their self-reliance. 

Mr. Carnanan (presiding). Your time has expired. 

Mr. Furron. Do you not think we should hold back the heavy hand 
of dictatorship so these freedoms and those voluntary organizations 
can arise? ; . 

Mr. Sutsxri. I think, Mr. Fulton, if it had not been for the Ameri- 
can aid in Turkey, Turkey today would still be a dictatorship. 

Mr. CARNAHAN (presiding). Afr. Javits, 

Mr, Javits. We are glad to seo you here. [have one main question 
and a couple of subsidiary ones. 

Out of the considerable experience you have had with the workers | 
in Europe, do you feel that if we undertake tho Mutual Security Pro- 
gram, broadly speaking along the lines that. have been outlined, thers 
will be lots of changes? That it will give the European worker 
enough continuing heart to produce and to fight, if need be, with the 
feeling that he really has something to work for, some real objective 
worth working for, and even risking hig life for, 

Mr, Snisxin, I think if tho proposed program in tho size and the 

neral approach which has been stated is done, it is positive assistance 

y the United States that will help those people have the kind of life 
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they are striving for, and that (o be able to do this job themselves thoy 
will fight for it. 

I think if wo come to them and say, “A vear age the Congress of tho 
United States provided this aid beeause it said these objectives were 
possible,” they will have forgotten about that. 1f we say, “It is all 
for defense. “It is all for ammunition only,” TP do not think it will 
give the Europeans heart. 

T had a discussion with the late Admimt Sherman, with Admiral 
Carney, Achniral Ballantine, in the Mediterranean, and their first 
conviction—these are top military men—their deepest conviction was 
that our primary responsibility was to win the will af these peopto 
and make them sure that they understand that we are the fwvolutiei, 
that the oppression comes from the Soviet Government. 

"Phat was more clearly understood, Tinight say, by some of the mili- 
tary people representing us abroad than by some of the civilians in the 
lptonns ic service. 

Mr. Javits. As a personal note, T might tell yen, T made a com- 
mencement address in New York City, and the subject of the address 
was that woe are the revolution, in terms of real improvement for the 
free world, just tho very words you used. 

Mr. Siusirktix. Emight say, from personal experience, that tho peo- 
plo in the outlying villages of Eurepe are for the first time realizing 
that this is really so. ‘This is not just something that publicity men 
have written. We ave offering the hope of the kind of 2 job we have 
done ourselves. Dictatorships ave now for the first time identified by 
them with the kind of thing that Moscow gives. 

Mr. Javits. Are we to understand, therefore, that the ECA has not 
been that program up to nowt Tn other words, let us give the ECA 
the best of it, and assume it was designed to stabilize governments and 
give them some opportunity for putting their economic situations and 

alances of trade in some kind of order. 

Do we understand then that is as faras ECA went, and that we still 
have to accomplish a program which you describe to get to the hearts 
and minds of tho individual, especially in Europe? 

Mr, Sansukinx, I think T agree entirely with your appreach. I 
think it has to be put in tangible forms in specitie eases. I would 
say to you it would bo best for us not to undertake a productivity 
project ina plant, a demonstration project ina particular plant, with 
our aid and our technicians, with the amounts coming in and provid- 
ing a demonstration of what can be done with that plant, unless we 
have the advanco assurance that in the improvement and organiza- 
tion of that plant, that plant is going to be producing for the benelit 
of the community, translating fhe ower cost in the form of lower 
prices and higher wages, 

Unless that is done, I do not think it is worth our while to do it, 
because we will be identified with tho feudal attitude of the employer. 

Mr, Javits. Thank you, Mr. Chairman. 

Mr, Carnatan (presiding). Mrs. Kelly. 

Mrs. Krazy. Tam very happy, Mr. Shishkin, to have a well-known 
economist fo ask a problem that has been bothering me for a long 
time. 

Do you believe this present crisis we are passing through, particu- 
larly in Europe, isa problem of wartime dislocation, or do you believe 
it is a permanent basic economic change due to a world-wide shift in 
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industrial development? I mean, the Old World industrial supremacy 
giving over to the Western industrial supremacy. 

Mr. Srsukry, I think it is definitely the latter. I think tho histor- 
ical change antecedes the war by perhaps almost as long as 100 years. 

It seems to me, because we are in the advance position, and particu- 
larly during the last. 20 years—20 years ago we were a secondary 
power, secondary trading power, secondary merchant marine, Navy, 
and today we have half of the world’s manufacturing production— 
we are in the lead and have a special responsibility. 

Our identity with the raising of the standards of living in other 
countries, our identity at this time when we have the defense program 
pressed upon us by the Communists, is particularly important. It is 
our leadership with which we can win the support and tho following 
in the great half of the world which is really not identified with the 
free world—in the undeveloped areas, where great masses of people 
are still not self-governing. 

I wanted to add in that connection, Mr. Chairman, that is, in con- 
nection with the organization of defense, of course, we feel strongly 
that Greece and Turkey should be included in the NATO organiza- 
tion. 

Also, I would like to add, it does seem highly questionable to have 
the United States identified with the kind of thing that was carried 
in the newspaper headlines the other day: 

In order to win the United States support, Franco agrees to restoration of ao 
monarchy. + 

T am sure that is false, but that was a headline in the newspapers. 
We are not identified, and we do not want to be identified. We do not. 
want to be put in a position like that when the Ambassador of the 
United States in knee breeches and white stockings rides to a_recop- 
tion with Franco in a carriage handed down from Washington Irving, 
driven by six white horses. ‘Today in Europe there is a revolt against 
oppression and those conditions. 

yo have to grow up and face those realities today. 

Mrs. Ketiy. Are we facing this then-in the right manner, in en- 
deavoring to have the trade account of the nations balance? 

Mr, Sisuxin. We have developed the OEEC. Today there is 
® greater need than ever for the integration of European trade with 
the Western Hemisphere. Take the European Payment Union, for 
example, In order to survive it will have to be brought into a broader 
context of multilateral trade with the west. 

Mr. Chairman, before I am excused I particularly wanted to say 
one word about a man to whom our country owes much. In my 
experience in the 3 years of service which I have had representing the 
United States, I want to pay a particular tribute to Averell Harriman. 
I cannot tell you how much we owe to him as a country for succeed- 
ing in some of the impossible tasks which we had undertaken when 
he came out there unaided and unguided to launch a Marshall plan 
in Western Europe. I think he has done a truly remarkable job, 
which because of his modesty it is easy to overlook. I wanted to testify 
to it personally. ae 

Mr. Carnahan (presiding). Are there other questions? 

Mrs. Bouron. I have one question I would like to ask. 

I wanted to speak about the per capita item in this table. If Mr. 
Smith were here tonight, I am sure he would want to say something 
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abont. the effect of the low income on the productivity for military 
assistance, and so on, in France. 

Is there a point beyond which the people cannot be pushed? If the 
production Mor military purposes prevents production for a better 
standard of living, because the French do have a pretty low basis, 
what would be your idea of the effect upon them? 

Mr, SuursuKin. If 1 understand the question correctly, Mrs, Bolton, 
T would point out we have to be practical about it. ‘Time is urgent. 
We do have skills and facilities in these countries in which we can do 
tho immediate things, and that is to utilize tho available skills and 
dlexteritics. 

As far as the immediate objective of the military attainment of 
the necessary strength, it would not be realistic for us to begin to 
build the plant in France, and have it built 2 years later and go into 
production then to provide that production needed now. But for us 
to realize that a large part of war production could be made in the 
form of components here, but. the assembly work done there, the con- 
tribution of that effert would provide for the extension of facilities 
gradually for the internal production and raising of the standard 
of living, 

Mrs. Noro. I think Mr. Smith would have a good deal of his 
troubled thinking eased if he could have heard what you have said. 

Mr. Sausikty, I can testify that in Greece, where the per capita 
income is half even of that of Staly, they could build five hydroelectric 
plants which would break the bottleneck and would double the stand- 
ard of living in the next 3 years in Greece, 

That would be such a tremendous thing that it would stand in the 
minds of those people as one of the most important milestones of their 
modern history. That would mean the transition from the forced 
agricultural handicraft production into a mechanized production for 
tho first time. That would be the point of departure. 

Mr. Carnanan (presiding). Mr. Herter. 

Mr, Herter. First of all, 1 want to compliment Mr. Shishkin, and 
Mr. Irving Brown, who worked with him for many years, on tho 
tremendous contribution they have made to the success of the Marshall 
plan in Europe, a very signal success, 

The question I wanted to ask is this: Do you agree with your prede- 
cessor, Mr. Baker, in feeling that in our approach—the legislative 
approach, not the administrative approach—we ought to operate 
along functional rather than regional lines? 

Mr. Sinsixin. I was making a mental note of that question when 
Mr. Baker testified. It seemed to mo the functional approach itself 
certainly is the approach. I do not. think it would preclude the 
regional organization for administrative purposes. 

_ Mr, Herter, That would be within the organization. I am speak- 
ing of legislative purposes only. 

Mr. Suisukin, That is correct. 

Mr. Carnanan (presiding). Are there further questions? If not, 
the committee will stand adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 10:27 p. m., the committee adjourned to reconvene 
the following day at 10 a. m.) 
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THURSDAY, JULY 26, 1951 


House oF RErReseENTATIVES, 
CoMMITTFE ON Forrion AFFAIRS 
Washington, D.C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricnaxps. The committee will come to order, please. 

Ladies and gentlemen, we will continue the hearings on the pending 
Mutual Security Program. We have with us this morning Mr. Rich- 
ard Bissell, Deputy Administrator of the ECA. We also have Mr. 
John H. Ohly, Acting Assistant Director, Office of International 
Security Affairs, who will sit with him. They will act as a team, 
with Brig. Gen. George H. Olmsted, Deputy Assistant Chief of Staff, 
G-—t, Department of the Army. 

Mr. Bissell, will you come around, please, sir. We are malty glad 
that you are out of the hospital, and we hope you will not have any 
more appendixes bother you. 

Mr. Bissetn. That is one disease I will not catch again. 

Chairman Ric#arps. Mr. Bissell has been with us on former oc- 
casions. We are delighted to have you back here to throw some light 
on this very intricate subject. 

Mr. Bissell, will you proceed in your own way? Have you a pre- 
pared statement ? 

Mr. Bisseni. I do not, sir. We had proposed that Mr. Ohly would 
start off, very bricfly, if that is satisfactory with the committee. 

Chairman Ricuarps. We will leave the procedure to you. If Mr. 
Ohly wants to make a statement now, he may do so. 


STATEMENT OF JOHN H. OHLY, ACTING ASSISTANT DIRECTOR, 
OFFICE OF INTERNATIONAL SECURITY AFFAIRS 


Mr. Oury. Mr. Chairman and members of the committee, the pur- 
pose of the presentation this morning is to set forth and summarize 
succinctly and try to demonstrate the validity, beyond any reasonable 
doubt, of the program which we propose for Europe. 

This is an intricate problem to present. We have decided the best 
way to do it is a team presentation. I am, in some respects, the ring- 

master, 

’ Mr. Bissell is here representing the Economic Cooperation Admin- 
istration; General Olmsted is here from the Department of Defense, 
along with General Scott. Behind me, representing the political side 
of the State Department, is Mr. Martin, Director of the Office of 
Regional Affairs in the European Bureau. 
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Between us, and among us, we hope we can answer any questions 
you might have. 

I would like at the outset to outline the points or the subjects which 
we would like to cover during the course of our presentation today. 

You will want to interrupt many times with questions, but I would 
like each time after the question to bring us back to the outline so 
that when we get through we will have covered the various points in 
our agenda, 

Tho points our group would jike to make today are these: First, 
that this program in its generalities and in its details is founded 
upon and directly flows from a specific plan of action in Europe. 

Second, that the total size of the program is, in our judgment, the- 
minimum through which we can accomplish what must be done 
during the coming year. 

Third, that the program as a whole, as we present it, is feasible 
ae can be handled with the economic resources available to the United 
States, 

Fourth, that the task which we are fing to accomplish in Europe 
can be greatly facilitated if it becomes possibte to utilize the resources 
the manpower, and the strategic location of Germany, Spain, and 
Yugostavia, and I shall indicate how we have taken those possibilities 
into account in the preparation of this program. 

Finally, we would like to take you country by country through the 
program as we have developed it In Europe, to show the military tasks 
that each country must carry out, the economic consequence of carry- 
ing out those military tasks, and the specific military and economic 
programs we have developed to help carry out these tasks. 

Mr, Eaton. Will you tell me who you mean by “we?” 

Mr. Onry. I am talking here about the team, and the teain back- 
stopped by the agencies we represent. 

Mr. Eaton. Yes; but who is “wet” 

Mr. Onyx. The executive branch of the Government. 

Mr. Eaton. I just wanted to make sure we were not involved. 

Mr. Oury. I hope you will be by the-time we are through, and will 
join with us, Dr. Eaton. 

I will start off by giving a general outline of the background. Then 
I am going to turn the matter over to General Olmsted for a short 
time to take up specifically the question of production capabilities 
to show how these military programs have been meshed with an 
geared into our own military production program, and why we believe 
the foreign military aid programs we propose are feasible. 

Then Mr. Bissell will take over, on the economic side, and cover a 
lot of points that have not yet been covered in these hearings. Then, 
operating as a group, we will take up this thing country by country. 

Mr. Vorys. We have had an awful lot of background material. 

Mr. Onty. I realize that, Mr. Vorys. I think the things which I 
am poing to talk about, while they may be general, will bo of a type 
that you have not had. 

Leaving aside the problem of Austria and Trieste, the problem we 
have in Europe is to equip and maintain the forces required to deter 
Soviet aggression in the North Atlantic Treaty area, or, if necessary, 
to defend against such aggression, and to do that while still maintain- 
ing in Europe political, social, and economic stability that will insure 
against the conquest of ‘Europe through subversion. 
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This, I emphasize, must be done quickly. The time factor isa factor 
tliat we must not overlook, 

(Discussion off the record.) 

Mr. Oury. We would have liked to have had those forces yesterday, 
not only in the terms of the defense of Europe, but because a solid 
core of military power in Europe means you can make collective secu- 
rity work elsewhere in the world, ; 

‘his problem, or a major share of it, can be translated into a specific 
concrete plan, which has been developed by the North Atlantic Treaty 
Organization, 

say a “major share of the problem” because there are certain other 
peripheral problems. We must remember we are counting on certain 
of those North Atlantic Treaty countries, at the same time that they 
put up defenses in Europe, to carry on major tasks against commu- 
nism elsewhere in the world, such as in Indochina, Malaya, and the 
Middle East. 

In moking our calculations with respect to what Europe can and 
should do, we must never forget that we are counting on those 
European countries to do these other tasks. The NA'TO plan at the 
moment, moreover, does not take into account the possibility of utiliz- 
ing German, Spanish, or Yugoslavian manpower, and, therefore, I 
say the plan is only part of the problem. 

This plan calls for the raising within a period of several years, and 
it is very carefully phased out, of a specified number of forces. 1 will 
not state specifically what those numbers of divisions are. 

Discussion off the record.) 

Mr. Onvy. This plan means that Europeans must do several 
things. They must raise troops; they must equip those troops with 
military hardware: they must build the facilities that are necessary 
to maintain those troops and support them, the airfields, the lines of 
communication, and all the other many things which are necessary 
to military operations. 

They must maintain those troops and provide them with food and 
clothing. We must never forget, in looking at this equipment problem, 
that these European countries, together with our assistance, must also 
do all of these other things, and those things are a real tax on their 
resources, 

What we have done has been to attempt to convert this several- 

year plan—and we talk of it in terms here of approximately 3 years— 
into what it will cost, what it will cost to carry out this plan. 

{Discussion off the record.) 

Mr. Ourty. Of the total cost, roughly 50 percent represents major 
matériel costs—hardware. The balance represents the cost of rais- 
ing troops, paying them, providing them with all the soft goods— 
food, clothing, and other similiar hinge; and constructing the neces- 
sary facilities. 

aving determined those costs, we then set about to make the best 
forecast we could of how much of that cost could be underwritten 
by Europe with a certain amount of economic assistance from us. 

(Discussion off the record.) 

Mr. Onty. Moreover, it is obvious to us that a very large part of 
the European share of these resources must go to pay for the kind 
of things which we could not, under any circumstances, pay for. 
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Thoy have to supply the troops; they have to maintain the troops; 
they have to provide the facilities, So, a very large share of the ve- 
sources Which Europe can devote to military purposes over the next 
3 years will have to go to nonhardware costs. , 

If you do a bit of arithmetic, aud, of course, all of this is very 
rough, you will find that if we are going to make this plain work, 
the United States is going to have to carry somewhore a fairly sub- 
stantial share of dho cost, largely reflected in hardware manufactured 
in this country and shipped over to equip forces which they will raise 
and maintain. 

aoe Ricitarps, When you say “hardware,” what do you in- 
clude 

Mr. Onty, I include tanks, guns, ammunition, end items of a 
peculiarly military type. T leave aside personal equipment, food, 
minor engineering equipment, such as shovels, and that sort of thing, 
mess kits that the troops have to have, petroteum to operate vehicles, 

Mr. Vorys. Would that not be like tho $34 billion they are presenting 
downstairs out of the $60 billion armed services program? 

Mr. Outy, I believe, sir, that that $34 billion—and I have to get a 
military witness to check me on this~includes a lot of things which 
would not fall into the category of hardware. It includes procure- 
ment, but not procurement entirely of what you call hardware. 

That, I say, is subject to verification. Perhaps Mr. O'Hara can 
speak to that. 


STATEMENT OF R. E. O'HARA, BUDGET OFFICER, FOREIGN 
PROGRAMS, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. O’Hara. I am O'Hara of the Office of the Comptroller. There 
is of the total $34 billion of procurement in this appropriation esti- 
mate before the Appropriations Committee now between $20 billion 
and $30 billion which is actually hardware. | 

Mr. O'Hara. Which compares with the end items. 

Mr. Herrer. How much was there in the 1051 appropriation! 

Mr. O'Hara. Approximately $22 billion, including supplementals, 

Mr. Herter. The total would bo $52 billion. 

Mr. O'Hara. ‘The 2 habe approximately $52 billion. It does in- 
clude, in addition to what we normally call hard goods, annmunition, 
which is sometimes also spoken of as semisoft, 

Discussion off the record.) Bog 

Mr, Oury. You can see that what this program is doing is taking a 
bite out of a very large program, a bite which, translated into military 
terms, taking ground forces atone, will be sufficient to provide substan- 
tially for the equipment for those forces which the European nations 
will have in bein the end of calendar year 1032. 

(Di.cussion off the record.) 

Mr. Onty. Considering the size of these total requirements I have 
given you, the urgency of meeting them at tho earliest possible date 
and the long lead time involved in productig many of these items, 
running from somewhere from 8 to 18 months on many of them—that 
means you must place the contracts 8 to 18 months before the time that 
you expect to be able to deliver the things—the bite that we are takin 
out of the total program—that we are proposing for 1952—is much 
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toosmall. It is less than the program whieh the Joint Chiefs of Staff 
recommended, 

(Discussion off the record. 

Mr. Outy, ‘The reason it is so small, and not substantially larger, 
is duo to limitations in resources. 

The judgment was reached, after examining these foreign-nid re- 
quirements, together with our own military program, that without a 
higher degree of immediate mobilization than is now contemplated 
American industry could not turn out more than we ave proposing in 
this program. 

(Discussion off the record.) 

Mr. Onty. We beliove that the cost estimates we have now, although 
subject to tlictuations, represent a reliable order of magnituda  Itis 
founded on information which has been gotten from sources in these 

“uropean countries and a real consideration of those costs by the 
people in the Military Establishinent. 

LT might say also that our economic program is smalter than we 
would wish it ¢o be, smallor than it should be in terms of getting tho 
maxinunn out. of Euvope and out. of certain other areas, 

But again wo are up against. limitations in resources, scarcities of 
raw materials, tools, industrial equipment. Mr. Bissell will talk to 
that point, and show you how the economic program was tied into 
this study of world commodities and other materials, 

But, at. the samo timo that. I say it is too small, I want to say that 
asa result of these studies—tho examination of our proposed pro- 

ram, together with our own military program—it is our conclusion 

that the program is feasible, that we hove vit about the lovel that can 
be handled by American industry during the coming year. Wo have 
been advised by Mr. Wilson that, in lis judgment, that is trua I 
should also say by way of caveat—and this is something on which 
Tam speaking only for myself—that if we find as tho year goes on 
that wo have underestimated what American industry can do in the 
way of producing hardware, I would personally recommend a» sup- 
plemental appropriation. 

I say I am speaking just for myself. I view tho matter of com- 
ieting this total program ns one of such urgency that, with the pro- 

tucson lead times involved, that would be my personal position, 

What is this program? 1 will just outline it very briefly before 
turning the presentation over to some of these other witnesses who 
will yo into givater detail. 

On the military side, tho total aid is 85.203 billion. That is com- 
posed of four principal components, 

The actual cost of hantwaro comes to about. $4.8 billion. Wo pro- 
yose to augment the handware which we purchase by approximately 

160 million of excess material that. we do not haye to purchase, on 
tho assumption that tho Congress takes action on tho excess-property 
amendment which has already boon discussed in this committee. 

Tho second item goes undor the strango name of accessorial costs. 
That means tho cost of packing, handling, crating, and transporting 
those things out of this year’s program and out of provious snilitary 
programs that will be delivered during the course of fiscal year 1052, 

‘hat comes to, I believe, $378 million. 
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I will verify these figures later for the record since I am rounding 
some of them out. 

Training is $30 million. This embraces three different. types of 
cpstet ane: the training of European nationals in our schools in 

ermany and in the United States, the sending of mobile teams of 
experts to some of these countries to give them special training in 
types of weapons, such as the 90-millimeter anti-aircraft gun, jet air- 
craft, B-29’s and-the furnishing to these countries of a large amount 
of instructional material or training aids, such as mock-ups, training 
films and pamphlets, and all the other things that will aid them to 
spread training on the use of all the different types of items which 
we are furnishing down into the roots of their own armed forces. 

Finally, included in the military figure is $53 million for two 
purposes. One purpose is our estimated contribution to the central 
expenses of running the North Atlantic Treaty Organization, and 
Partoulany we expenses of operating General Eisenhower's head- 
quarters, SHAPE. The balance is for the United States costs of ad- 
ministering the military side of the Perm: 

I should say also that included in what I called accessorial costs is 
$41 million for the activation and operation of depots needed to 
support the air side of this military assistance program. 

On the economic side, we are requesting a total of $1.675 billion, 
which I shall not try to break down, because Mr. Bissell will follow 
me in a few moments. er 

We are also asking that we have the authority to transfer up to 5 
percent of the total amount requested for both economic and military 
aid backward and forward between the military side of this ap ropria- 
tion and the economic sid& This will give us necessary flexibility and 
pera us to meet emergencies that we cannot forsee, because in this 

usiness we know that forward planning cannot be wholly accurate. 

Moreover, if the opportunities for increasing European production 
through inserting a larger amount in the economic side of the program 
should present themselves we would like to be able to shift over a 
certain amount that would otherwise be used to procure hardware in 
this country. ° 

To the extent practical, the program has been developed with the 
knowl that the task of defending Western Europe will be facili- 
tated if the assets of Germany, Yugoslavia, and Spain can be taken 
advantage of. : 

To some extent this is reflected in the program which we present 
to you. We have specifically pro ed economic aid for Yugoslavia 
and Germany. No military aid has been specifically programed for 
any of these countries; no specific economic aid has been programed 
for Spain. I would like to explain the reasons for these decisions, 

No military aid has been programed because we cannot at this time 
say with any exactitude the precise requirements of the three countries 
we are talking about. However, we have included in this program a 
moderate sum which has not been programed to specific countries, 

(Discussion off the record.) 

Mr. Onty. What we will do, if we receive this amount, will be to 
go ahead and procure the planned amount in items which we know 
are needed in Europe; they are needed in the North Atlantic Treaty 
area even though we have not programed them for specific forces. 
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We also know, if we can work out the association of some German 
forces with the North Atlantic Treaty forces, that they are going to 
need that equipment. 

It. is also true in the case of these other two countries. 

So, we do have this unprogramed amount we could turn to if, as 
a priority matter, it seemed important to furnish some equipment to 
one of these other three countries, or to all of them. 

I would also like to explain why no specific amount of economic aid 
to Spain has been included. 

( Discussion off the record.) 

Mr. Ouny. We do not know what the economic requirements of 
Spain are. We proceeded in this program of only including those 
things that we could definitely justify. 

If a need arose to furnish economic aid to Spain as the yeas oes On, 
we would have to examine very carefully the economic side of the pro- 
gram, that is, the amount we are now requesting, to see whether there 
was any possibility of diverting amounts from that program to an 
economic program for Spain. 

Our tentative judgment is that this will not be possible, because 
every cent of that $1,650 million has been programed, and the only 
thing to do then would be to come in for a supplemental appropria- 
tion of some sort. 

Mr. Herter. Whien you say that that $1.650 million has been pro- 
gramed, have the individual nations been told what it is being pro- 
gramed for in this bill? 

Mr. Bissety. They have by now, Mr. Herter. 

Mr. Herter. So each one is expecting that from the United States 
in their calculations? 

Mr. Bissetv. They have been told very specifically and in the 
strongest language we could devise that these are illustrative sums, 
that obviously the total is not only conditional on any subject review 
by the executive branch, but obviously on congressional action. We 
also told them as far as the executive branch of the Government is 
concerned—I think in this respect we certainly speak for the whole 
Government—that since this aid would be conditional on specific per- 
formance of various kinds, and would be for specific purposes, that 
they could not count on it until we had discussed with them and 
negotiated with them the performance on which it could be 
conditioned. 

Chairman Ricrarps. Go ahead, Mr. Ohly. 

Mr. Onty. I think there is only one more point to make. Having 
in mind the fact that we could not make specific provision for some 
of these contingencies, either on the face of the bill or in the sums we 
have requested in the legistation, we have suggested that the structure 
of the bill nevertheless recognize the likelihood that these problems 
will emerge. 

We are proposing on the military side that the President have 
authority, upon a finding that this is necessary to the defense of the 
North Atlantic Treaty area, to extend military assistance to other 
countries in Eirore which are not members of the North Atlantic 
Treaty, which would include Germany, Yugoslavia, and Spain. 

(Discussion off the record.) : 
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Mr. Oury. We would want to consult with the committees of Con- 
fires before we took any of these moves, but we would like to have 
that privilege in the legislation. 

On the economic side we would like the legislation to be so framed 
that unlike now economic aid could be extended to the countries in 
Europe even though they were not members of the Organization for 
European Economic Cooperation. 

We know there is going to be a need for economic aid to Yagoslavia 
and we are proposing some $60 million worth in this program, There 
may also be a need for additional economic aid to Spain, Yet we are 
not at all certain that we will want to or be able to work out with the 
other European countries, or with those particular recipients, their 
accession to the Organization for European Economic Cooperation. 
We would like to seo them join in with this Organization, but aid may 
be required before such an arrangement can be worked out. 

Mr. Vorys. There was no answer to Mr. Herter’s question on the 
military aid, as to whether the nations had been told. Mr. Bissell 
answered the economic part of it. What is the answer? 

Mr. Onty. On the military side they have not been specifically told. 
We do not give them specific amounts of money, Mr. Herter. We are 
working with them day to day, and we have to give them some indi- 
cation of the type and quantities of equipment we are thinking about. 

Mr. Herver. As I understand it, that 1s directly related to the man- 
power they are willing to furnish; the equipment is supposed to run 
parallel to that. 

Mr. Ouny. That is right. As TI said earlier, the ground equipment, 
for example, is supposed to, together with what they are going to 
produce, to take care of the requirements of forces that will be in being 
at the end of 1952. They will have to have some knowledge of that. 

Chairman Ricitarps. I want to ask that we go around on the 5- 
minute rule. Finish your statement, sir. 

Mr. Oury. I have about finished my statement. Any way you wish 
to proceed will be satisfactory. However, I think if Task Mr. Bissell 
and General Olmsted to go ahead you will have a more rounded pic- 
ture against which to ask your questions. 

hairman Rrozarps. I do not know about that. You are giving an 
over-all picture. You are blazing a path here, and some of us may 
want to ask you some questions. ; 

Whatever the committee thinks will be all right. Does the commit- 
tee think we better go ahead with the economic statement before we 
enter into questions, and then let the team answer these questions? 

Mrs, Bouron. We can write down our Questions as We go along. 

Chairman Ricwarps. Have you finished your statement? 

Mr. Onty. Yes. I would like to turn the presentation over to Gen- 
eral Olmsted, who will talk on the production feasibilities of the pro- 
gram, and then to Mr, Bissell. After that we would like to go through 
the countries one by one. 

_ Chairman Ricrarps. There will be some over-all program ques- 
tons, a can reply to those when we get there. All right, General. 
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STATEMENT OF BRIG. GEN. GEORGE H. OLMSTED, DEPUTY ASSIST- 
ANT CHIEF OF STAFF, G-4, DEPARTMENT OF THE ARMY 


General Ousstep. Mr. Chairman, Mrs. Bolton, and gentlemen, Iam 
going to have to ask your indulgence in order that ean give part of 
this from the seat here and part from the charts. 1f the show is not 
as well organized as you might like, forgive me because T cannot 
get the charts any closer to where Lau right now, 

1 would like to tel? you all briefly some of the y uctical facts of the 
military programing, which can be supplemented as you desire by the 
specific answers tu specific questions which any of you muy wish to ask. 

I would like to cover in my remarks how the general program is 
made up, what has happened to 1950 and 1931 funds to date, what. our 
xeneral objective is in the armament program, and how far we will get 
along on that program with the 1952 set-up. 

T would like to point out some of the problems involved, the coop- 
eration we are getting in a general way from our allied countries, and 
what we desire, targetwise, in further cooperation from them as time 

oes on. 

"That is about. the outline of what I propose to say. 

First, how are these programs made up? It starts with a war plan, 
of course. There must be an over-all plan. General Eisenhower has 
such for his area. Then there must be an assignment of missions by 
country and by service. ‘That has been done. Then there must be a 
force commitment; somebody has to put up the necessary forces. 

Inherent in the force commitment is the phasing of those forces, 
How fast can they be raised and made available to the over-all com- 
mander? 

Having that basic structure of information, it becomes relatively 
simple then to create or establish a military prograin, because we have 
for each type of military unit a table of organization and equipment. 

If you gay a corps artillery battalion, automatically we can say how 
many weapons, how much ammunition per weapon, and what the other 
auxiliary items of signal communication equipment, transport, and so 
forth, might be. ., 

Having established our basic force commitments and the phasing of 
those forces, the question of programing becomes a relatively simple 

rogram, 
a 1e issue, however, where judgment enters into it is how much of 
these items should we provide from United States resources, and how 
much can the country or should the country be expected to provide 
from is own resources. 

On that issue of judgment our system of screening, as we refer to it, 
is implemented first by our country level teams. 

Tn 16 countries now we have military assistance advisory groups, 
Army, Navy, and Air, made up of extremely able officers, on the whole, 
and who work very closely with these people, with frequent meetings 
of the Ambassador for the political side, and the chief of the ECA 
Mission for the economic side. 

They are in daily contact with the forces of these allied nations to 
see what the country can absorb, what the rate of absorption is to 
guide our delivery, what they might be expected to do for themselves, 
an actual examination of their budget to see if adjustments can be 
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made so they can do more without undue infringement on their civil- 
jan economy. 

Then their composite judgment comes back here to be screened 
against the factors of (a) availability of dollars and (2) production 
facilities from which to make the delivery. 

That is the process that has been followed in the 1950 and 1951 
programs, and that is the process that is being followed now as we 
start into 1952, ‘ 

If I may refer to the charts, T will show you where we are now on 
the 1950 and 1951 programs, Army only. My collcagues from the 
Navy and Air will be able to answer any questions on their respective 


programs. 

Undoubtedly you have heard a great deal of discussion about pri- 
orities. While we are ina Position of combat expenditures in Korea 
and the augmentation of United States forces, and just gradually 
getting under way the productive capabilities of our own production 
plant in this country, obviously there cannot be enough for everybody. 

we start with guidance from the Joint Chiefs of Staff as to who 
gets the equipment in case of short supply. 

(Discussion off the record.) 

Mr, Onty. Summarizing the 1950 program, it is our present belief 
that the deficiency now in the general-purpose vehicles can be fulfilled 
by September, and that as of September there will be on the way 
to our allied forces the entire 1950 program. 

The 1951 program, as you remember, was broken down into two 
parts—the basic and supplemental, Much of the funds for the 1951 
program were not. finally made available to the services until this 
spring. 

Almost all of the performance on the 1951 program has to come 
from new production. There is substantially little stock available 
for the fulfillment. . 

Our target for completion of the 1951 program is June of next 


year. As I will show you on a general chart, that will keep us abreast 
of the essential requirements of our allied forces as they are phased 
into activation. . 


We make a special point even though an item is in short supply of 
making the minimum necessary quantities available for trainng. 
Discussion off the record. 
eneral Otastep. What have ye bought in the way of forces in 
being for our 1950 and 195i program? These are NATO forces only 
and include divisions and supporting troops. 

The 1950-51 program army totals just less than $3,000,000,000. 
For the forces which are in being now, according to the phase pro- 
gram, the equipment which will be delivered to them by the comple- 
tion of the 1951 program, which will be June of next year, will pro- 
vide the major items of equipment for 28 divisions, If we measure 
the number of divisions we can have in our mind that our total Amer- 
- ican Army in the last war added up to something less than 100 di- 
visions, ese are the NATO forces only. I am not giving you any 
presentation today in respect to the very substantial forces we have 
inthe other areas. — - my 

Our 1952 asking, procurementwise, was $3,000,000,000-—— 

Mr. Vorya. These are just NATO ; United States forcea are not 
included f | 
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General O-astev. That is right. These are the allied forces that are 
committed to General Eisenhower's command. They do not inelude 
the allied forces, and there are some, that are not coinmitted to Gen- 
eral Eisenhower. 

Discussion off the record.) 

eneral Otustrp. By the conclusion of this expenditure of a little 
over $6,000,000,000 we will have created under General Eisenhower's 
command military forces from the allied nations substantially equal 
to the size of our Ariny at its peak in World War IT. 

Mr, Burreson. May I interrupt the General there? 

If funds for this program were reduced, would it then be necessary 
for you to revise your whole plan? Is that right? 

General Ouustev. That is right. I will answer that further when 
we get to this bar here, 

This is the total number of forces committed to General Eisen- 
hower’s command, with a small gap here. For security reasons I have 
not put the exact number on there, but the chart is proportionate. 
This is where we would be through 1952’s programs. 

Discussion off the record.) 
F eneral Otmstep. That figure is subject to variation from several 
actors, 
_ One, the rising cost of military equipment might raise it. On the 
other hand, our continuing desire to increase the self-help which these 
countries are doing in rather substantial measure now will tend to 
decrease it. So we are continually exploring the possibilities that 
these allied forces operating within their own areas might operate on 
much more austere levels of equipment than our American forces, who 
operate and must be prepared to operate anywhere in the world. That 
figure may be susceptible to some increase. It may, and we hope it 
will be, susceptible to some decrease. 

All of these figures I am giving you relate to the initial equip- 
ment—the capital equipment. It 1s our hope, as I will discuss in a 
moment, that we can over a rather definite period now phase the main- 
tenance cost over on the countries themselves, 

Mr. Ristoorr. Mr. Chairman, there is a discrepancy in one figure 
between Mr. Ohly and General Olmsted. Is it proper to get that 
now 

Discussion off the record.) 
hairman Ricnarps. We will go ahead. There will be lots of ques- 
tions they will want to ask you later. 

General Otmaren. All right 

Naturally, the question is in everybody’s mind that if we do not 
appropriate money at this rate, what will be the effect on this program. 
Our answer to that starts with this perfectly factual presentation of 
what the reorder lead time is to get major items. 

When we say “reorder” we mean a factory already in being and 
already producing cranes and shovels—how much ahead of the timo 
that we expect to get a crane do we have to place an order with 
that supplier in order not to interrupt his line. Of course, tanks we 
are all familiar with, and tanks are a critical item. 

If we told one of our present tank factories now we wanted to order 
n-thousand more tanks than the ones he had already contracted for, 
by the time he gets his steel contract placed and lines up his subcon- 
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tractors it would be a number of months. Although his line is actuall 
in operation now, it would be a number of months before we could 
expe-t the first tank from him. Therefore, the necessity of our having 
our funds well in advance of the anticipated or required date of de- 
livery becomes a very real problem as we focus our thinking now on 
the fact that our entl-item program is more and more going to be mace 
up of these long lead-time iteins. 
Mr. Vorys. Will you translate those last four into English? 
General Otstsrep. I think you have me, Congressman. ‘This is 8 
little walkie-talkie radio—the one they give you, that the individual 
carries, 
Mr. Vorys. Yes. 
General Otaeren, This is a ground radio. My recollection is it is 
unit equipment up to about regimental size. 
This is an early warning radar. 
If any of you experts back there say I am wrong about it, tell me 
afterward and not now. However, I am quite sure of those answers. 
The question also arises if we have these funds, can we spend them? 
Can our existing production capacity without further impact on 
our civil economy produce the items we are asking for now in the 
1952 programf I have taken out sample items out of the categories 
that make up approximately 88 percent of the Army procurement, 
and also have an Air Force chart designed to answer those questions. 
Discussion off the record.) 
neral Oumeten, .The Byston 4 by 6 truck is another very im- 
portant item. If we went to 4 multishift operation and we could solve 
the bottlenecks right now this would be the rate at which we would get 
trucks delivered. Bécause of that actual bottleneck this is the present 
rate of. delivery from the suppliers. This is the way the truck require- 
ments have. been panne, with again United States forces through’ 
1952'and MDAP through 1951, 
We have programed in the 1952 program 9,779 trucks. 
There ‘is'a very interesting fact. Originally the request totaled 
about 30,000. Many of these countries are now getting back into the 
position where they can make vehicles of their own. Although their 
vehiclés for niflitary purposes are ridt as good as our 6 by 6, we recog- 
nize that, and so do they. They can make a pretty useful military 
vehicle. After all, the German Army did fight a good war without 
any such vehicles, —* beg told tee 
, we have rather forced these people to look to their own resources 
for transportation and cut about two-thirds of the vehicles required 
out df the prograth. — | 
cue on off the record.) | 
t. Forron.' Why are the Services storing vehicles in the United 
States! pete is certainly no threat of immediate attack here. We 
hate the Pressed Steel Car Co. in my district in Pittsburgh, and I am 
advised indirectly it is full of truck equipment." 

‘ General Ouatstep. I'do not know the specific answer to your ques- 
tion, but I do know this. The shortage, of vehicles in Korea has 
been so great that we have had to extract sofic of them from the hands 
of the National Guard tosend them thére.. 5 - 00 
Mr Forron.’' I ak been advised we have a whole vacant plant with 
vehicles side by side in the warehouse; © f+ ee 
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General Otstsrep. Are they completed vehicles? 

Mr. Futton. Evidently. There has been complaint to ine about it. 

General Otwstep. Are they 214-ton trucks? 

Mr. Fu.ton. I do not know what they are. 

General Otststep. Make a note of that. We will look into it. 

Chairman Riciarps. We will help Mr. Fulton in his district a 
little later. 

Mr. Funrox. With regard to your over-all requirements, are your 
commands holding excess equipment in all over the United States? 
I am not talking about my district now, but are you holding a lot in 
this country, or are you moving everything out where you need it? 

(Discussion off the record.) ; ° 

General Onuisrep. Our vehicles are being ehitved overseas not only 
for the full table of equipment. of our forces there, but the ordinary 
reserve requirements, both combat and peacetime, that our logistical 
experiences through the years have indicated as being desirable. 

e are not storing them for a war reserve in the United States, 
if that is what you mean. 

Mr. Fouton. That is what I mean. You are complying with the 
priorities you have spoken about f 

General Ouststep. That is right. ‘This is another artillery piece— 
the 105 howitzer. That presents a little different aspect of the same 
proclem: Up until 6 months ago from our reserves from World War 

I, we had all of the 105 howitzers we thought we were going to need. 
Discussion off the record.) 
neral OtueteD. Summarizing this, gentlemen, it is our desire to 
impress you with the fact that existing American capacity without 
further impact on dur civil economy can meet the 1052 program 
and meet our delivery target of December 1952, which is abreast of the 
forces that are committed to General Eisenhower’s cominand. 
Mr. Vorrs. I do not understand that chart. It says, “Date funds 
uired to achieve schedule.” What schedule? 
eneral Otsssrep. If this production schedule is to be continued— 
and again, there is a question of lead time, Mr. Vorys—the funds 
should be available here, if this production schedule is to be continued 
as programed. Ifthe funds are delayed and the rate is reduced, then 
that will have a corresponding effect on the number of end-itein 
aircraft that will be available. 

Chairman Ricarps. Is this as of today, that point? 

General O_uarean. Yes. 

Captain Ascnerrerp. If I may make a statement there? 

Chairman Rtowaros. Yes, sir, 

Captain Ascnerreip. You stated that the Navy had no problems 
in connection with the delivery of the 1952 program, That is true 
considering that we get the funds or contract authority by the first 
of September of this year. 

Chairman Rrottarps. General, will you haves seat therenowt Did 
you complete your statement 

General Ouamsreap. I have just a very brief conclusion to make that 
might be helpful. i oa A 

{r. Fouron, On that chart who will build the plants to increase 
the possible existing capacity beyond the demand, from the middle of 
1952 on? Somebody will have to be increasing the actual size of 
those plants when the demand goes down in order to increase capacity 
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further as shown by the chart. Is it intended the Government will 
build those, or what? 

General Ouasren. These are facilities in being.. This does not pre- 
sume the construction of additional plants. 

Mr. Funton. In the middle of 1952, though, you will see possible 
excess capacity géing up in amount, regardless of your demand. What 
will cause that excess capacity to go up! 

General Oussren. An improved flow of subcontracting and im- 
Proreneny of the availability of the skilled labor. It takes quite a 

ittle while to get one of these factories into motion, as you know. 

Mr, Fotton. But there are no new plants there? 

Mr. O'Hara. There is some additional tooling required for the new 
type of aircraft involved. There is specialized tooling to produce 
some of the new airplanes and new engines, 

Mrs, Botton. Which involves the machine tool industry? 

Mr. O'Hara. Yes. 

. Mr. Onty. It also reflects whether you operate on one, two, or three 
shifts. Once you have built your capacity up to a total capacity to 
produce, that is, once you go on three shifts, you can build that up. 

Chairman Ric#arps. Let us go ahead now. After you finish your 
statement, we will have Mr. Bissell’s statement. The committee is 
‘going to want to question you on the points that have been raised, 


and some other points. — : ; 
I do not want to be discourteous to anybody on this committee, but 
we have decided-on that procedure. do want everybody on tho 


committee to ask any pets they want of anybody. : 

General O1aratep. I said I would also comment on our allied coun- 
tries’ present contributions, and what we would like to see happen 
‘from these contributions with some idea of target date, as to when . 
we might think they would accomplish some of these things. I am 
-not going to go into detail with each one, but I think it would be of 
interest to you all to know that France raised and equipped herself, 
without any help from us at all, seven divisions. I think that would 
be of interest to you, too, to see an example here that just came to my 
desk this morning of how our aid program integrates with actions 
that must be taken over a long period of time by the countries them- 
selves. : 

Mr. Henrrer. Might I interrupt for just a moment? I wonder if 
the general could indicate to us when he gives a figure of that kind 
whet ee it is a secret bit of information or whether it is public infor- 
mation 

General Oxasrep. I believe that figure has been published by the 
‘French themselves. 

_ Mr, Heerver, It is a little confusing. Excuse my interrupting, but 
I think we ought to be clear as to what is secret and what is not. 

Chairman Ricwarps. We are going to consider everything you said 
.a8 being in executive session, General. In the absence of any state- 
ment on your part that this shontd be kept doubly secret it will be put 
_in the minutes of the executivs session and not revealed. 

Mrs, Bouton. Unless ’it is okayed for revelation. 

. ;Chairman Rionarns; That is right. 
i pee ia It is hopeci to have part of all this testimony published, 
‘is aye f i 
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Chairman Ricuarps. Oh, yes. I should have stated that. After 
you have given this testimony, we want you to go over it and allow 
as much as possible as can be allowed to be used in debate on the floor 
of the House, because we need it. ; ; 

General Otststev. My good Sawyer, Mr. Efron, will review the 
geen and I am sure his views wilf be generous about your problem 
there. 

Chairman Riciaros. All right, sir. Go ahead with your state- 
ment. 

Discussion off the record.) ; . : 

feneral Oustsrep. As a general statement—and with this I will 
conclude—we have now asked for and have gotten from all of our 
allied forces the capacity from them to program for themselves their 
own soft items, that is, their uniforms, food, their quarters, their pay, 
and the ordinary housekeeping equipment. We are no longer pro- 
graming any of that sort of aid for our allies. 

We have now advised our mission chiefs that we want these coun- 
tries to become self-sufficient on the question of spare parts and am- 
munition, which represent, respectively, about 20 percent each of the 
total portion of the program. 

Many of these countries can make their spare parts, and all of them 
can make ammunition up to, say, midrange, or midsize artillery. For 
those who cannot, we are telling them, “You had better get yourself 
in a position to buy these things from us rather than to expect them as 
a continuing grant aid.” ; 

We believe as a general thing that we can get these allied forces 
self-sufficient on the question of spare parts, which is important be- 
cause of the continuing expense burden, as well as on ammunition 
which is very important for the same reason, plus the fact that ammu- 
nition is a huge tonnage item in the event of war. 

On the shorter lead time items which come forth in our priority 
toward self-sufficiency for these countries—I am talking now about 
rifles, machine guns, and mortars—almost all of our European and 
Mediterranean allies now are making their own rifles. Most of them 
are making their own mortars and machine guns. Many of them are 
making their lighter signal and engineer equipment. That is the 
next category toward which we want to see them achieve a self- 
sufficiency. 

On the longer lead time items, like the heavier items, which is the 
final category—and there I am speaking chiefly of heavy artillery 
and heavy engineer equipment, as well as the more complex elec- 
tronics equipment, and tanks, airplanes, and vessels—on those things 
for the foreseeable future it may be more economic in our common 
defense program for us to plan to make those here. It may be possible, 
and it will in some cases be possible, for us to effect the transfer as a 
cash sale. But from thestandpoint of construction and the desirability 
of trying to go into the construction of heavier items, where the facility 
itself might not be usable until 2 or 3 years from now, while the area 
over there is as sensitive as it seems to us, it may make more sense 
to do it here. ; 

That, in essence, is our program toward getting our allies to a state 
oe SS SUcleney and that is our time target as nearly as we can give 
it to you. 
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IL would say in our decision now about the 1952 program that a 
material change will invite a series of disruptions of commitments 
that have already been made to us by our allies. It will open the door 
fogive them an opportunity to do less themselves because of the claim, 
“Why organize a tank battalion, or whiy create an armored division, 
if the equipment is not going to available?” 

I would say in our own self-interest for the over-all period of mili- 
tary danger in which we are, between now and the time when we 
actually get strong—in our own self-interest or in the interest df at- 
taining self-help from these countries, the speed of accomplishing this 
p m is important. 

Chairman Ricuarps. Thank you, sir. We will want you for ques- 
tions later, so you will be available, will you not? 

. General OLmsreap. Yes, sir, 

Chairman Ricuarps. Mr. Bissell. 


STATEMENT OF RICHARD BISSELL, DEPUTY ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION ; 


Mr. Bissenz. Mr. Chairman and members of the committee. I 
think the most useful thing I can do for the committee today will be 
in the nature of answering questions, and I will try, therefore, to spare 
generalities as much as I can, and I will be very brief in this regard. 

You have had rather extensive testimony already on the need for 
some economic support of these’ European countries next year, 
want to address my remarks to two or three questions that seem to 
me unanswered or inad uately answered in the preceding testimony. 

From the nature of this subject I think many of your questions 
will have to do with specific countries, and the indicated needs for 
them, and the specific circumstances. In talking about the problem 
as a whole I cannot be, therefore, as specific as I would like to. 

The first question to which I wish to address my remarks is the 

relationship between what is called, and here referred to, as economic 
support for rearmament—a continuation of economic aid and the 
actual process of rearmament itself in the European countries. 
- In the last 2 years under the MDAP legislation one of the forms of 
military aid that has been provided by the United States has been 
the financing of raw materials, components, machine tools, and the 
like, that were destined to go directly into military production in 
allied countries. ; 

; you know, what we are proposing for next year is a different 
procedure than that. We are proposing, in effect, that we should 
provide such aid and for that same purpose, but not limited to the 

nancing of raw materials and equipment that can be identified as 
going into military production. Instead, we are proposing that 
there should ‘be a continuation of some economic assistance, admin- 
istered as it had been by the ECA in the past. 
' I:think' in a way the central question—the central point -I would 
like to try.to make clear to you is.the relationship between that need 
for economic assistance and rearmament inany one of these countries. 
-' Very briefly, the process we have gone through in assessing this 
need and the considerations out of: which it grows I can put as follows: 

In most of the countries of Europe+the notable exceptions are 
Italy and Germany, and on a small scaje Belgium—there is full em- 
; 4 ' 
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ployment today, or pretty near full employment of the labor force, 
and a fairly full employment of all industrial and other productive 
facilities as there is in the United States, and as there was really, or 
very nearly in this country, when our rearmament program started in 
earnest last summer. 

We expect that those countries, as our allies and as members of the 
North Atlantic Treaty Alliance, will increase their total military 
expenditures from approximately $7,500,000,000 this year to a little 
over $11,500,000,000 next year. 

Those figures I am giving you are for all of the Marshall plan 
countries and go beyond the North Atlantic Treaty countries them- 
selves, 

i That additional military expenditure out of their own budgets— 
and expenditure for the most part within the countries themselves—is 
.@ measure, of course, of an added economic load on them. To under- 
stand the relationship between their need for external aid and any such 
. added load, it is, I think, important to follow through the impact that 
these expenditures, and especially these increased expenditures, will 
have on each of the European countries. 

It will, of course, require the employment of substantial additional 
people, both in the military services themselves and in the military 
production. That need will be met in part by fuller employment of 
people already employed in part; drawing the unemployed into em- 
ployment in countries like Italy and Germany; and in part by divert- 

ing manpower from civilian to military production. 

f the expenditures are to be made and the production is to be 
accomplished, it is also going to be necessary, of course, to divert other 
-economic resources, notably industrial and other productive facilities. 
Tt will be necessary to use substantially increased amounts of raw 
materials. Furthermore, foods, raw materials, and other goods, will 
ay directly consumed on a Sarger scale by the armed services them- 
selves, 

Almost all of these countries are dependent on their foreign trade 
to a very much greater extent, of course, than is the United States. 
In a small country like Belgium there is a dollar of imports for every 
‘$3 of the national income, and a similar amount of exports. Naturally, 
therefore, as the process of rearmament absorbs manpower, produc- 
tive facilities, raw materials, and commodities in larger and larger 
volume, these countries will have to import more goods for rearma- 
ment purposes, and there will be a diversion of economic resources 
away from the production of exports and the rendering of services 

‘that earn foreign exchange resources for them. 

It is through that chain of causation that larger military expendi- 
tures within the country increase their need to bring in and to buy 
goods and services elsewhere in the world and reduce their capacity 
to sell goods and services, and thus to earn funds or money elsewhere 
in the world. 

It is to meet that situation that it is pro d that they should be 
supplied with economic assistance. I think it is probably—and we 
can make a rough calculation of this—that in every one of these coun- 
tries the amount of economic assistance that is proposed to be furn- 

-ished_ will be less than sufficient to finance the commodities, the 
machine tools, the’ equipment, the raw: materials, the services, that 
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they will have to import from abroad to put directly into military 
production. 1 believe, therefore, that if we were to limit our financing 
to those imported goods and services that do go identifiably into 
military uses, wo would come out with figures somewhat larger than 
those before you, although wo have not made a precise calculation. 

Naturally then, the question arises, why we do not in fact use tho 
procedures that. waq have cmployed in the past. under the military de- 

enso assistance program-—the military aid program—rather than the 
vrocedures that have been employed in tho furnishing of ERP or 
Marshall-ptan aid. I think the answer to that question is that we ars 
concerned, and wo must concern ourselves, with tho total resources of 
these countries; with the uses to which they put not only the re- 
sources that they are enabled to buy with our financing and with 
funds that we provide them with, but also their own resourees. 

1 use the word “resources” here to include net only the goods and 
services they import fvom abroad. but also their awn domestic re- 
sources; the use of their own manpower and their industrial facilitios, 
cand groods that. they produce domestically, 

it may try to drive home this point, if we were next year, with 
such material as copper or aluminium, to take the position that wo 
would finance only that part. of it that identifiably goes into military 
end uses within the receiving country, and if we were to concern our- 
selves only with the use made by the country of the goods we finan 
it is quite possible that there could be a diversion of copper securec 
from other resources; of copper or altaminum produced domestically or 
produced in the country’s own colonies, to uses Chat we would regard 
as low priority. ’ 

Tho wastage of resources against which wo feel wo must be on 
guard, could oceur, and our narrow controls over the goods that wo 
finance would be quite inadequate to achieve the purposes we have in 
mind. 

Therefore, it is our belief that broadly the principle that must be 
applied next. year in the administration of economic support, what- 
ever tho details of its administration, the broad principle must. be 
that we must insist on what we regard as n satisfactory and appropri- 
ate use by these countries of the whole of their economic resources; 
their own indigenous resourves and goods and services that they im- 
port from abroad. We must not confine our examination and our 
conditions merely to the goods that are finnnced by the United 
States, 

Given that need for agreement with the countries on the whole of 
what they are doing, and on the use of all of their resources, there 
aro very great advantages of a purely adininistrative and mechanical 
nature not to limit dollar assistance or economic support to the finane- 
ing of goods and equipment that can be traced through to military 
end uses. 

In effect, what I am saying is that we propose and we feel what 
is necessary is a bronder and more comprehensive and more exacting 
condition applied to any economic support than the condition that 
would be applied if we satisfied ourselves merely as to the end use of 
the particular goods that wa financed. , 

I want not to raise still a third question which has come up in pre- 
vious discussions of the committee, which I think can be put in this 
form. It is perfectly clear that some of the economic aid that is 
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proposed in this legislation before you is not to support rearmament 
In Europe. It is fur recovery purposes of exactly the sort to which 
tho Marshall plain has been directed in the past. 

L think the committee has evidenced some interest in the extent to 
which the economic support that is here proposed could be said to be a 
continuation of the Marshall plan and tho extent to which it is 

mroperly, and in the sense in which LE have just been describing 
it, economic aid that is made necessary by and is in support of rearm- 
ament, 

Tam going to give you some figures on that and give you the best 
answer with it, or the best type of answer that T think can be given to 
the question. 

Chairman Ricenarps, Just lminute, please. Mar. Bissell, F hate fo 
interrupt your train of Chought, but if you wer going into the figare 
end of it, F thought that this would be good place to do this, 

T would like Co say for the information of Che committee that the 
widow of our beloved uct chairman will be sworn in here rather 
soon after the prayer. YT want to go down, and maybe some of tho 
other members would like (a be on the floor at that time. If so, I 
think wo should take a 15- or 20-minute recess. TE would like to hear 
your opinion about that. 

If you do not want to go down and you would prefer that PF just go 
down, it will be all right. 1 would Vike to hear whatever you say 
about that, Some of the members will want to be there, and all of 
us would hate to miss Mr, Bissell’s testimony, Tam sure, 

Mr. Vorys, Mr. Chairman, very promptty on the floor this after- 
hoon, important matters willcome up. Tthink we should be there. 

Chairman Rictianps, 1 was going to mention that. There are cer- 
tain featuies of the bill, or certain parts, in which the members are 
interested for one reason or another, I was going to ask (ho commit- 
tee’s wishes about that, and about. postponing an afternoon session 
until tho bill is completed. LT think most of the members will want 
to be on the floor for that. 

1 do not want to interrupt these hearings for any purpose that is not 
worth while, What does the cominittee think about that? I thought 
it was a good place right when Mr, Bissell was poing into his 
figures to raise those questions. Do the members think they should 
be on the floor this afternoon ¢ 

Mrs. Boron, Yes, sir. 

Mr. Javits. We will be needed, Mr. Chairman, 

Chairman Rieianps, There is no contrary opinion to Qint? 

ito response.) 

thairman Ricuarps. All right. ‘This matter will be brought up 
right after Mra. Keo is sworn in, I think wo should havo a recess right 
now until the business we are talking about is completed on tho floor 
this afternoon. 

Mr. Bissell, could you and the othor witnesses be available around 
2:30¢ 1 think we will finish it then. 

Mr. Bisse. Yes, sir. 

Chairman Ricianvs. If we are not through by then we wish you 
would wait around until we can return. 

The conmittes will stand in recess until 2:30. 

(Whereupon, at 12 noon the committes adjourned until 2:80 p.m. 
of the samo day.) 
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(The scheduled afternoon meeting was canceled because of urgent 
business on the floor of the House.) 


NIGHT SESSION 


(Tho committee met in the House Forvign Affairs Committee room, 
the Capitol, at 7:30 p.m., Hon. James P. Richards (chairman) pre- 
siding. 

Chairman Ricttarps. The committes will come to order, please. We 
will continue hearings on the mutual-security pro am, The first 
witness we have tonight is Mr. Dudley B. Bonsal, of the Association 
of the Bar of the City of New York. 

Mr. Bonsal, will you have a seat, please, sir? 


STATEMENT OF DUDLEY B. BONSAL, APPEARING ON BEHALF OF 
THE ASSOCIATION OF THE BAR OF THE CITY OF NEW YORK 


Mr. Bonsan. Mr. Chairman, thank you, sir. 

Chairman Rrciarps. Mr. Bonsal, do you represent the Association 
of the Bar of the City of Now York 

Mr, Bonsat. Yes, sir. . 

Chairman Ricnarvs. Have you a prepared statement? 

Mr, Bonsai. I have forwarded to the clerk the 35 copies of the re- 
port of our association, on American investments abroad which was 
approved by the association on March 18, 1951. 

n addition to that I prepared very roughly a few remarks I would 
like to make, addressed to;this report, if I may, and I would be glad 
to leave the draft with the clerk when I conclude. 

Chairman Ricuarps. We have distributed the printed report to the 
members, and without objection tho entire draft of your remarks 
will be included in the record and you will be able to testify in your 
own way as toany other statement you wish to make. 

Tho report of the Association of the Bar of the City of New York 
entitled, “Report on American Investments Abroad,” is as follows :) 


Report ON AMERICAN INVESTMENTS ABROAD 


Report of Committees on Foreign Law and Committee on International Law; 
Assoclation of the Bar of the City of New York 


ISTRODUCTION 


This report Is the joint effort of the association's foreign Jaw and internattonal 
law committees.” The primary responsibillty of the foreign law committee has 
been to indicate the kind of legal protection which American enterprise seeks 
when it goes abroad And the legal Impediments found abroad which have a re- 
stricting effect on the flow of American capital. The primary responsibillty of 
the futernational law committee has been to suggest methods by which the 
Government of the United States can seek the gradual elimination of the more 
important restrictfons on American tnvestment and undertake other measures 
dealgned to encourage American enterprise in and the flow of Amertcan capital to 
foreign countries. Your commitices are of the opinion that {t Is not in the prov- 
{nce of the assoclation to question or criticize the forefga economie policy of 
the United States ag It has been lafd down by. the President and the Department 
of State. Howevet, the assocjation can serve a useful purpose In pointing out 
legal obstacles to the carrying out of out foreign economic policy and in suggest- 
ing methods BS eed t Hey ath be fortbered, Obat 1es bel tea 

gannot be ex of course all of the | acles below enumera 
on American investment abroad ean be removed, for a long timé to come. How- 
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ever, to the extent that these restrictions are removed or alleviated, it can be 
expected that American private enterprise can and will do a better Job in in- 
creasing world production and developing sound economlec relationships, The 
so-called point 4 program was designed uot as a program to corumeuce operating 
in an {deal world, but as a means of bringing about order and stability by in- 
creasing production {n those parts of the world where development lags. The 
atlainment of this objective requires the cooperation of private enterprise and 
we cannot wait until all outstanding legal issues are settled, nor until political 
conditions satisfactory to American investors obtain throughout the world. Fi- 
nally, {¢ must be recognized that social systems differ according to the capac- 
titles and traditions of peoples, and that Awerlcan private enterprise must not 
expect to change these systenis. 


STATEMENT OF FOREIGN ECONOMIC POLICY AND PRINCIPIES GOVERNING INVESTMENTS 
ASROAD 


The foreign economle policy of the United States encourages private Invest- 
ment of Aincrican capital abroad. This is dramatically emphasized by the potnt 
4 program for assistance to underdeveloped countries. The pretectiou of 
Alucrican investments abroad becomes consequently of ever-greater importance, 
not only to the investor concerned, but also to the success of the foreign economic 
policy of this country. : 

Principles governing such investments are— 

1, Foreign enterprise should have the right to manage its business. 


2. Forelgn enterprise should receive treatment not less favorable than 


that accorded to local enterprise, Minimum standards of fair treatment 
should be observed, 

3. Foreign enterprise should be assuced of the withdrawal of earnings on 
eapltal investment within reasonable limits and of the convertibility 
of such withdrawat. 

4. Foreign enterprise should be protected agasnst expropriation except fn 
fn the exercise of paramount public policy in which event any expro- 
priation should be accompanied by adequate and prompt payment of 
coinpensation to be determined in fair and specdy procecdings. 


IMPEDIMENTS TO AMERICAN INVESTMENTS ABROAD 


There are a variety of measures of foreign governments which Interfere 
_ with sound American investment. Their discriminatory and even confiscatory 
character {s not always obvious. Sometimes legislation is unsatisfactory, but 
more often its application In practice becomes harmful to the Interests of the 
foreign investor. 

For any constderation of remedies through diplomatic protectfon by bilateral 
treaties, other agreements, or international agencies, it wlll be necessary to in. 
vestigate the tegal character and effects of possible obstacles to American in- 
vestments abroad under forelgn law or practice. 

Impediments to American investments abroad may be found in the terms of 
the application of the following: 

I. Right to engage fn business in a foreign country: 

(a) Direct prohibition against foreign investment in certain ficlds, c. g,, in 
industeles considered strategic, and in real property. 
(db) Licensing of new enterprises: 

(i) Direct lleensing In countries where no new enterprise, whether 
domestic or foreign, will be allowed except with a Heense from the 
appropriate authorities; it {s probable that such type of licensing will 
be of great Smportance in any Socialist state where “planning” is con- 
sidered important, in order to forestall investment in uneconomfte or 
“luxury” enterprises. 

(il) Indirect methods of licensing, such as the withholding of labor 

. permits for the forelgn pereonnel necessary to establish or maintain 
an enterprise, health requirements such as those sought to be applied In 
France agatnat Coca-Cola, zoning and other requirements with respect to 
the location of Industry, ete. 
(co) Laws or regulations with respect to the establishment of branches by 
forelgn corporations. © 
(da) Obtaining exit permits for forelgn personnel. This, it Is understood, 
has been quite a problem {n Communist China, where, in effect, forelgn per- 
‘  gonnel have been held as hostages. 


x 


ee ey 


1216 THE MUTUAL SECURITY PROGRAM 


Il. Form of organization, ownership, and management of local corporations, 
in which foreigners have an equity Interest: 
_ .(@) Requirements that a certain proportion of the directors aud managers 
- ‘of the corporation be nationals of the foreign country. 

(3) Requirements that a certain proportion of the stock of the corporation 
be owned by nationals of the country concerned; this type of restriction may 
be of considerable importance if there Is a shortage of avatiable capital for 
{nvestment In the country, so that the participation of national intezeats Is 
difficult to obtain. . 

(c) Limitation on the voting power of (foreign) majority stockholders. 

III, Taxation: : 

(a) Tax laws where income of enterprises as a whole, Including income 
earned outaide of the country Involved, Is subjected to taxation by the coun- 
try concerned. 

(d) Problema in connection with the taxation of such corporations, i. e., 
existence of withholding taxes on dividends, etc. 

(c) Effect of the internal tax structure of the country concerned on the 
enterprise (“more burdensome taxes”). - 

1V, Control of forelgn exchange: 

(a) Limitations on remittance of earnings, under regulations of general 
application or those which are applicable only to specific Industries, such as 
the English requirements with respect to the remittance of the profits of 
exhibition of American motion pictures (under which a portion of the 
earnings must be reinvested in the country). 

_  (%). Restricttons upon {mports necessary to the business of the forelga 
owned enterprise or upon payments therefor. 

{e) Exchange controls affecting the right to withdraw In dollars or other 
foreign currency (convertibility) either the amount of the original invest- 
meht or profits accrued thereon. 7 

¥. Labor: 

(a) Labor and immigration regulations, e. g., requirements that a certain 
proportion of the employees be natives of the country involved, and exten- 
sion of this requirement {nto the category of resident agents, traveling 
saleamen, and managerial personne}. 

(0) Prejudicial labor union practices and laws with respect thereto; 
this may ‘be important In cases where a large American company fn a refa- 
tively undeveloped country !s by far the largest employer, e. g., the United 

3 Frult Co, in Guatemala, which it {s understood, is the target of “general 

! laws” applicable to all employers of more than a given number of em- 
ployees: or the position of the American oil compantes In Mexico prior to 

: expropriation, when they were objects of unreallstlc wage demands from 
their unfonized employees, backed by the Government. 

VI. Conduct of judicial and administrative proceedings : 

adele and administrative agencles prejudiced against the “rich foreign 
corporation. 

VII. Subsidiea and other discriminatory protection to national competitors 

(a) Subsidies to industries owned by natlonals or other protection 

: granted to natlonal competitors of American or other foreign euterprises 

» (export subsidies). 

, (d) Other governmental interference in current management of the 
enterprise, for example, the price control and rationing system, if any, 
which could be applied to put the foreign owned enterprise at a great com: 
petitive disadvantage, especially if Imported materials are involved. 

. VIEL. Laws and regulations relating to the recogaition or protection of 

patents, trade-marks, copyrights, and other industrial property rights. . 

IX. Taking of property: : 

(a) Imposition of fines and retroactive taxes [n order to reduce the effec- 
tive proceeds that can be withdrawn in case of liquidation. 

(8) Condemnation for a public use and other forms of “involuntary 
transfer” of assets. | 

fo) Appropriation of foreign assets by the governments concerned when 

‘ subsldiaries of American compantes registered under domestic law are con- 
sidered “nationals” whose assets may be marshalled or vested. 

(da) Nationalization of an industry on a nondiscriminatory basis, e. g., 
England and France. er 

_ (@) Confiscation on.a discriminatory basis (this category may well be 
partially ve with category (¢) goove) ; the best example of such 
ie ANG 
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proceeding being furnished by the satellite countries of Eastern Europe 


where proof of violations of erlminal law is obtained through, for example, - 


confessions of esplonage, etc., in order to deny foreign investors the right 
to compensation. . 

(/) Effect of nationalization on debt claims owed to foreign investore, 
e. g., the recent Czecholsiovak nationalization law which permits the Govern- 
ment to cancel the “economically unjustified debts” of a natlonalized 
enterprise. : 

X. inadequacy of compensation on natlonalization or other taking: 

(a) Is it sufficient that the foreign investor Is glven the same treatment as 
the native investor (minimum standard)? 

(b) Is compensation adequate if given in long-terin Government bonds or 
in long-term bonds of the nationalized industry, interest being dependent 
upon earnings? 

(c) Ig the procedure for determination of the amount of compensation 
and its valuation adequate? 

(d) Is participation of representatives of the American investors in such 
proceedings assured, both on the domestic and international level (special 
arbitration)? 


METHOOS BY WHICH LEGAL OBSTACIES TO AMEBICAN INVESTMENT ABROAD MAY BE 
REMOVED OR ALLEVIATED 


Bearing in mind that conditions considered {deal by investors are not likely 
to be fully attained, nevertheless the following proposals would, {n the oploion 
of your committees, facilitate American fnovestment In foreign areas: 

1, The negotiation of bilateral Investinent treaties, having as theie purpose 
the eliminatton, where practicable, of the impediments above mentloned, 
and giving assurance that in the event of expropriation American enterprise 
will receive prompt, adequate and effective compensation and will have 
recourse to an appropriate international foruin to enforce its rights thereto. 

2. Recognition in our own tax laws that {ncome from new {nvestments 
under point 4 should be taxed {n the country of investment rather than in 
the country from which the capital proceeds, and application of this prin- 
ciple to income earned abroad by American citizens for personal services 
rendered under point 4 while abroad, regardless of the length of the dura- 
tion of the service. A supplementary proposal would be a more liberal 
depreciation allowance for American investment abroad predicated on the 
greater risks involved. ; 

8. Expanded programs through the United Nations and Intergovernment 
programs in fields of health, sanitation, education and food supply, and 
other fields not adapted to private enterprise, designed to ralse the standard 
of Hving {n underdeveloped countries, as being one of the most effective 
ways to improve the investment climate. . 

4. The creation of a new faternatfonal private financing facility desfgned 
for the purpose of stimulating: foreign investment and assuring the private 
investor of currency convertibility, 

tl Your committees present the following resolutions and move for their adop- 
on: ; 

Resolted, That the Association of the Bar of the City of New York, mindful of 
ite responsibility to assist the Government in accomplishing the alms of Its 
foreign economic policy, confident that the private-enterprise system provides 
the most practical known way of attaining the objectives of that policy, and 
believing that the encouragement of American tnvestment abroad Is an itnportant 
means to world peace and stability and to insurfog our own natioxal security, 
approves the foregoing report; and further . 

Resoleed, That the president of the association be requested to present the 
report and these resolutions to the Secretary of State. 

Respectfully submitted. 

Committee on foreign law: Dudley B. Bonsal (chairman), Dana Con- 

‘verse Backug, Theodore R. Black, Peter Borle, Otls B. Bosworth, 
Hobart L. Brinsmade, Elllott E, Cheatham, Charles W. Crawford, 
Martin Domke, Phanor J. Eder, John Noble, Jr., Angelo Piero 
Sereni, Paul Smith, Jr., Otto C. Sommerich, Leticta A. Tedeschi- 
Sant'Agata, Robert F. Welssenstein. 
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Committee on International law: A. A. Berle, Jr. (chairman), Murray 
©. HRernays, Joseph L. Broderick, William Tucker Dean, Jr., 
Henry BP. deYries, Thorold J, Deyrup, Samuel b. Gates, Willlain 

. Jackson, Dorothy Kenyon, W. Lawrence King, Jr., Parker 
McCollester, Paul YY. McNutt, A. J. Gustin Priest, Seymour B, 
Quel, Louls Waldman, René A; Wormser. 


Fesavary 14, 1951. 


Mr, Bonsat. Thank you, Mr. Chairman. : 
First of all, I would like to express on behalf of the Association of 
tho Bar of the City of Now York our appreciation of being invited to 
appear before the committee, 13 : 

hile our association is not, of course, in a position to speak with 
regard to the military-aid features of the legislation before you, it is 
interested in that part which deals with economic aid, to which sub- 
joct I will confine tho few remarks which I have to make. 

Our interest in the economic-aid program is not so much the amount 
involved, although as taxpayers we are deeply concerned that the 
program be carried out on the most economic basis possible. Our 
primary concern is the manner in which such economic cooperation 
with other countries is to be carried out. 

We realize the need for the emergency program envisaged in the 
legislation before you, but urge that in the longer run the job can 
be cone largely by private enterprise with a minmum of Government 
spending. : 

Fon March 18 last the association approved a report on American 
investments abroad, which was prepared by the association’s commit- 
iees on foreign law and on international law. 

As the chairman has stated, copies of this report have been dis- 
tributed to you. - 

This report desls with the role of private enterprise in foreign 
nvestment. 

In our reporf you will find listed on page 128 a statement of princi- 

les which we feel should govern investment abroad. Thereafter wo 
ist a large number of impediments which-private enterprise has found 
in making investments abroad, and which have acted as a deterrent, 
and in some cases made foreign investment impossible in some areas. 
' Then we suggest on page 131, under the heading, “Methods by which 
legal obstacles to American investment abroad may be removed or 
alleviated” four different ways by which we think this can be ac- 


complished. 
: Of course, priyate enterprise does not expect that all of the obstacles 
to American investment abroad will be removed for a long time to 
come, However, we are convinced to the extent they are removed or 
alleviated American enterprise will be encouraged to increase its 
investments abroad in support of our Government’s foreign economic 
policy, and in support of the struggle to raise the standard of living 
of underdeveloped countries to the point where they will join with us 
in the battle of freedom. 
The methods which we propose are the following: 
-' 1, The negotiation of bilateral investment treaties, having as their 
purpose thé éliminatiori, where practicable, of the impediments above 
mentioned, ard giving assurance that in the event of expropriation 
American enterprise will receive prompt, adequate and effective com- 
nsation and will have recourse to an appropriate international 
orum to enforce its rights thereto. —_ 
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2. Recognition in our own tax laws that income from new invest- 
ments under point 4 should be taxed in the country of investment 
rather than in the country from which the capital proceeds, and appli- 
cation of this principle to income earned abroad by American citizens 
for personal services rendered under point 4 while abroad, regardless 
of the length of tho duration of theservice, «A supplementary proposal 
would be a more liberal depreciation allowance for American invest- 
ment abroad predicated on the greater risks involved. ; 

3. Expanded programs through the United Nations and intergov- 
ernment programs in fields of health, sanitation, education, and food 
supply, and other fields not adapted to private enterprise, designed 
to raise the standard of living in underdeveloped countries, as being 
one of the most effective ways to improve the investment climate. _ 

Mr, Chairman, that is a form of investment that we in our associa- 
tion feel must be a Government investment, but it can do a great deal 
ie ETON the general picture by encouraging private enterprise to go 
abroad. 

+. The creation of a new international private financing facility 
designed for the purpose of stimulating foreign investment and assur- 
ing the private investor of currency convertibility. 

i happened to be in Germany last week and hitch-hiked a ride from 
Konigstein to Frankfurt. It happened that my driver came from 
South Carolina, Mr. Chairman. 

Chairman Ricerarns, He was a good one, then. 

Mr, Bonsa. He was a good driver and a very nice fellow. He was 
a young lieutenant who had come to Germany in 1945 and stayed with 
the occupation more or less ever since. 

He told me there was no question among our soldiers as to what they 
had been fighting for, or what they might have to fight for. Having 
seen at first hand what happens to a people who have sacrificed their 
freedom, there was not the slightest doubt in his mind or in theirs 
that our way of life was worth fighting for, whatever the sacrifice. 

What did bother my friend in Germany—and he told me it bothered 
some of his friends—was the danger of losing at home the battle 
which we seek to win abroad. You gentlemen are trustees for all of 
i see that this does not happen. 

t seems to our association that the greatest contribution to the 

preservation of our way of life will come about through sharing our 
own ideas, and our own freedom, including the freedom of initiative, 
with others, Here we hope that private enterprise will be allowed to 
play its proper part. There is no reason to believe that we can help 
our cause by building government-dominated economic systems abroad 
when we do not believe in doing so at home. 
, We recognize that Government spending for foreign economic aid 
ig necessary during a period of years of greet international stress, 
such as we are now going through. Also, that Government spending 
in small amounts on a cooperative basis with other countries may 
be advisable on s more or less permanent basis in limited fields of 
basic economy development not adapted to private enterprise, such 
as health and sanitation, and the other fields I have previously 
mentioned. 

I would like, therefore, to express the hope of the association that 
in considering the important legistation before you you will give 
due regard to the role which private enterprise can and wants to play. 
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‘We utge that recognition of the importance of its role be continually 
st in all legislation dealing with economic aid. 

Only in this way will the other countries understand, first, that we 
believe in private enterprise; secondly, that our Government aid is 
temporary and that their own economic well-being will be greatly 
enhanced if they give private enterprise a fair break. 

_ One final comment, Mr. Chairman. In the bill, as I understand 
it, pending before the committee, there is no reference to the role of 
private enterprise at all. I think our association would feel very 
strongly that it is both practical and useful to continus to stress the 
role of Brivate enterprise. It is too easy for the foreign countries to 
accept Governnient money—to get on the payroll. But in the long 
run { donot think it can do anything but spell disaster to us if they do. 

Thank you, Mr. Chairman. 

Chairman Ricnarvs, Thank you very much, Mr. Bonsal, for that 
statement. You have brought out a point there that we have been 
thinking about for a long time in this committee, and have acted 
upon rather weakly on one or two occasions. Mr. Vorys here is a 
specialist on the guaranty business. He has been raising Cain about 
that a long time. 

What do you think as to how far the guaranties should go to 
encourage private enterprise? Convertibility and what else? 

Mr, Bonsau. I cannot speak for the Bar Association of the city of 
New York on that, Mr. Chairman. My own view is that a guarantee— 
if you have a guarantee at all it should be limited to convertibility. I 
think a guarantee that goes any further may encourage the wrong 
kind of a fellow to make the investment, or else it raises a temptation 
to people doing these things not on a normal job basis at all, but just 
because somebody else is going to bail them out. 

I have personally never been awfully keen on guarantees except to 
insure convertibility, which is something completely beyond the contrat 
of the fellow making the investment. 

Chairman Ricwagps. Thank you, sir. 

- Mr. Vorys. , 

Mr. Vorys. You have a very interesting and helpful statement, Mr. 
Bonsal. There are some of us who, if the choice was between a give- 
away and guarantees, would prefer guarantees. 

r. Bonsat. I would agree with that, Mr. Vorys, 

Mr. Vorys. That would be in the ECA territory. But for the rest 
of the world, where the choice is between guarantees and ordinary 
business transactions, we preferred business transactions. Maybe we 
were not consistent, but our position in urging the use of guarantees in 
the European recovery program was that by that device even if the 
Government had to meet the guarantees, we ended up with the foreign 
currency, and it was ours. 

Mr, Bonsan, Yes. . 

Mr, Vorys. Whereas under the grant system with counterpart the 
other country ended up with the currency and we had merely a veto 
power on how it should be used. I believe, though, you have paid 
your respects to the idea of whether we shonld plan for a permanent 
plan of aiding all these countries by grants. « 

_ Mr. Bonsat, Well, I think on that, Mr. Vorys, that there are certain 
basic economy fields where it does seem to me with my limited know)- 
edge that it can be useful, providing it is cooperative and it is not a 

te fi? 
/ . t y 


THE MUTUAL SECURITY PROGRAM 1221 


Santa Claus arrangement on our part, and that they do their share, 

I do know, for instance, that a number of the health and sanitation 
prograins we have carried on have turned out very successfully. 
think Brazil is a case in point, where we have started putting in the 
lion's share, and I think that now Brazil is putting in by far the lion’s 
share, and the results have been very good. However, I do not think 
toe anes should be expensive, and I think they should be pretty 

imited. ‘ 

Mr. Vorys. I agree with you. Thank you, Mr. Chairman. 

Chairman Ricuaros. Mr. Mansfield. 

Mr. Mansrizmp. Mr. Bonsal, I have no questions, but I am_de- 
lighted that you are appearing before this committee and have given 
us the views of the Bar Association of the city of New York. I was 
especially pleased with your last statement, because what you say in 
effect is a good word for the point 4 program, which had its genesis in 
the very type of cooperative programs you mentioned in Latin 
America. 

I think the record will bear this statement out, that not only in 
Brazil, but in the major portion of Latin-American countries wherein 
this program has been operating for the past 11 or 12 years anyway, 
that now a greater proportion of the expense is being borne by the so- 
called recipient countries of Latin America. 

I have always felt that this facet of our foreign policy was perhaps 
the best one in the whole tot because it was cooperative. It was not 
a give-away, but it was something that was mutually beneficial to the 
participants. 

Thank you very much, Mr. Bonfsal, for a fine statement. 

Mr. Bonsat. Thank you, Mr. Mansfield. 

Chairman Riciarps. Mr. Bonsal, I will now turn you over to the 
tender mercies of your kinswoman here. We think a lot of her, and 
that is a pretty good recommendation in itself. 

Mr. Boxsav. We think a good deal of her too. 

Chairman Riciarps. Mrs. Bolton. 

Mrs. Boiron. It is good to see you. 

In your fourth point you say, 

The creation of a new international private financing facility designed for the 
purpose of stimulating foreign investment— 

Could you give us just a little brief outline of what you mean by that 
and what you envisage { 

Mr. Bonsat. Well, years ago there was talk of an Inter-American 
Bank which was to accomplish this. I think that was before the last 
war. 

on Bouton. By “Inter-American” you mean in the new hemis- 

ere 
Mr, Bonsat. Yes. Inthe new hemisphere. It never bore fruit. We 
felt, and I think porvaanly Adolph Berle, who was Chairman of 
the International Law Committee, felt particularly strongly on this, 
that you provide a mechanism for foreign exchange through such 8 
bank, which is something that could take the place of the puataniles, 
assuming that the bank function could operate and that they have a 
variety of currencies. At the same time the bank might be in a posi- 
tion to give credit to projects, particularly to projects where on a 
three-cornered trade relationship they could come out, whereas an 
individual might not come out. 
85708—51-———-78 
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We really never worked it out in detail, Mrs. Bolton. Perhaps we 
should have, but it was just tho thinking in the back of our minds. 

Mrs, Boron. Thank you very much. 

Chairman Ricitarps. Mr. Burleson. 

Mr. Burreson. I have no questions, Mr. Chairman, Thank you. 

Chairman Rictiarvs. Mr. Judd. 

Mr. Jupp. My. Bonsal, you said that you thought Government guar- 
anties ought to yo only to the extent of sassuring convertibility, but 
are not the political uncertainties in these countries perhaps an even 
greater deterrent to tho ight kind of investments abrond? You 
would not favor providing guarantics for reimbursement. in ease of 
violence by moods or riot, for LD aH 

Mr, Bonsat. F think this, De, Judd: That American investments 
have been going ona long time. 1 think American businessmen by 
and Jarge will fake their chances on_a good deal of political uncer- 
tainty, Thoy have had it before. Ilowever, there is one thing they 
do want, and that is if their properties are expropriated or swiped by 
tho foreign country, they want to be compensated, and T think they 
ure entitled to be. They feel that very strongly 

That is why, as you noticed, wo put ima point on that. 

With that I think they will take a lot of chances on political in- 
stability, because the whole effect of this thing is to create more sta- 
bility, and that is what thoy are trying to do. 

Mr. Jupp. Of course, that has not been our experience. TI think tho 
major reason is that while businessmen have been willing to take 
these chances in the past, tho situation they faco now is not the sit- 
uation they faced in previous years. 

Mr. Bonsan, That is true. 

Mr. Jupp. There were always the hazards of possible violence in 
an underdeveloped country, but now you have an organized world- 
wide conspiracy whose business day and night is to create theso un- 
certain conditions. ‘Thus you have the regular hazards which have 
always been there, and which are formidadle, plus an organized dia- 
bolically clever and determined effort to make you fail. 

Wo in this committee, when we wrote those guaranty provisions, 
thought we ought to get a tremendous -response, but we found out 
differently and we have been disappointed. ; 

I hope you are right, but since timo just now is an urgent factor, I 
would rather err on the side of giving more assurance to investors 
of reimbursement from our country where you cannot get it from 
the other countries, even though authorizing that might encourage 
somewhat expropriation or lawlessness, But cither we have got to 
do this by private means, or wo are going to have to do it by Govern- 
ment means. 

If wo guarantee and have to pay, we are no worse off than if wo 

had made tho original investment with Government funds, and in 
some cases we may succeed. Therefore, I am inclined to go a bit 
further than your group is at the present time prepared to go. 
_ Mr. Bonsat. I must aos Dr. Judd, in speaking of that I was speak- 
ing individually. I wou d not put the assodiation of the bar on record 
on the subject of guaranties. It has been highly controversial, as 
you know... I am just speaking purely as an individual, and it might 
well be that my association would favor guaranties, 
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Mr. Manxsririp. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Manarirco, Is it not truo there was a Mr. Liddell representing 
the American Bar Association, who came before this committee ur- 
gently recommending that we put that in the legistation on guaranties? 

Mr. Jupp, Yes. 

Mr. Bonsau. 1 think that is correct. 

Mr. Jupp, Mr. Bonsal, ure you familiar with tho so-called point 4 
legislation? 

{y. Bonsar. Yes. 

Mr, Jupp. You reeall that the bill when prepared by this committes 
and passed by the House had avery considerable section, partly in the 
tleclaration of policy and partly in the substantive sections, designed 
to encourage and put pauany emphasis on private investinent{ 

Mr. Bonsar. Yes; I do, sir. 

Mr. dunn. As the long-term solution. 

Mr. Bonsar. Yes. 

Mr. Jupp. Yet the bill that finally came from the other body had 
most of that stricken out, and what was left was mostly a Government 
operation. 

woul you caro to comment on which your group fools is the better 
approac 

‘ fr. Bonaan. That of your committe, sir, without any question. I 
think I feel, and wo all do, that in taking the bill before you, which 
has nothing about private enterprise in it at all, that when read by the 
recipient country—the other country—they just think they are getting 
on the payroll. So I think in any of this legislation we ought to put 
up all the red flags you could possibly put 7 . 

Mr. Jupp. Thank you very much, ‘Ihe Members of Congress get 
letters saying, “Wo insist you pass so-and-so without crippling or 
emasculating amendments.” I judge you prefer this bill not to be 
crippled and emasculated? 

Mr. Bonaan, That is right. 

Mr, Jopp, Thank you. 

Chairman Rrewarvs. Mr. Carnahan. 

Mr. Carnanan. No questions, Mr, Chairman. 

Chairman Ricitarns. Mr. Battle. 

Mr. Batttx. No questions at this time, Mr. Chairman. 

Chairman Ricnarps. Mr. Herter. 

Mr, Herter. No questions. : 

Chairman Ricuarvs. If I have overlooked anybody, are there any 
other questions? 

Mr. Burtrson, Mr. Chairman, if I may just ask Mr. Bonsal this 
question, I would appreciate it. 

Chairman Rtcuarps. Mr, Burleson. 

Mr. Burirson. I observe in your prepared statement you make 
reference to Egypt. Have you read the speech made by the Egyptian 
Ambassador recently—I befieve, at one of our universities a couple of 
weeks ago? 

Mr, Boneat. I am sorry, but I did not say that. 

Mr. Mansrrevp. Did you have the impression, Mr, Burleson, that 
Mr. Bonsal is testifying in place of Mr. Van Kirk? 

Mr. Burtrson. Evidently I have the wrong statement before me— 
you are not testifying directly on the Middle East? 
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Mr. Bonsat. No, sir. I think maybe you are thinking of some of 
these other gentlemen. I did not say that. 

Chairman Ricrarnos. Thank you very much, Mr. Bonsal, and we 
will give very serious consideration to your recommendations. 

Mr. Bonsat. Thank you, sir. 

Chairman Ricuarns. The next witness is Mr. Clarence Pickett. 

Mr. Pickett, will you have a seat, sir?) Mr. Pickett, you represent 
what organization? 


STATEMENT OF CLARENCE PICKETT, APPEARING ON BEHALF 
OF THE AMERICAN FRIENDS SERVICE COMMITTEE OF 
PHILADELPHIA 


Mr. Pickerr. The American Friends Service Committee of Phila- 
delphia. Iam honorary secretary of that committee. 

Chairman Ricuarps. Do you have a prepared statement? 

Mr, Picxerr. I have not a prepared statement. No. I would like 
to make just a brief verbal statement, if I may. 

Chairman Ricuarps. All right. Proceed in your own way. 

Mr. Pickerr. The background of this statement arises out of the 
fact that toward the end of 1948 the United Nations asked our organi- 
zation, along with the International Red Cross and the League of Red 
Cross Societies, to undertake the administration of relief for Arab 
refugees in the Middle East. I, being the administrative officer of 
that committee, went to the Middle East and assisted in the setting u 
of that operation, which we éarried on for about a year anda half, until 
the United Nations set up its own administration and took over for 
the three of us who had carried it to that point. 

I wanted to make a few observations, based on that. In the first 
place, I would liks to impress deeply on this committee the attitude 
of the Arab world, as I saw it, at least, as one of hostility toward the 
United States. That hostility was felt even personally at the begin- 
ning of negotiations in Egypt, when we had to deal with the Egyptian 
Government. because we were in what is now called the Gaza strip. 
That is the part that was taken and retained by the Egyptian Army. 

That personal attitude wore off, but even to this day I expect you 
are conscious, as anyone is who goes into this part of the world, of the 
fact that because the State of Israel was recognized almost immedi- 
ately on its rie ok up and decreed, that it made the Arab world feel 
that the United States was hostile to the Amb world, That was aug- 
mented, of course, by the fact that in this particular part of what used 
to be Palestine and now is a part of Egypt, there were 225,000 people 
who were away from home. 

It depends on who is talking for a decision as to why they were away 
from home. If it isa Jew he would say that they ran away. If it isan 
Arab he would say that they were chased out. But, at any rate, they 
were away from home and were extremely Unhappy: A good many of 
them lived on bare sand when I went there, having not even tents 
to live in. Some were within 10 miles of the little place where they 
and their families had lived for hundreds of years. The line between 
the Israeli and the Egyptian armies was only about 5-miles from the 

' Mediterranean Sea. Some could stand at the edge of the town of 
* Gaza and look across the valley at their own little land holdings, and, 
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of course, it made them feel bitter, unsettled, and insecure, and feel 
that the world was against them. 

That is important, I think. No one can prove, or I at least am not 
in a position to prove, how much of the present political unrest is due 
to the unsettled conditions, that is, the continued unsettled conditions 
up to this time of the Arab refugees. However, you have had a series 
of assassinations, ending last week in the assassination of King 
Abdullah. 

A patt of the problem, [ am sure, is the unrest in the Middle East, 
and no small part of it arises out of the tong drawn out and unsatis- 
factory way in which these people have had to live. 

I hasten to say that the United States has come to the rescue and 
has given, from our point of view, I sup we would say, generous 
assistance. I do not mean to say by that that the Arabs have been very 
Renerouely fed, because the amount of funds provided to the United 

ations has not been sufficient to provide them with anything more 
than the barest means of living, but we have contributed in the past. 

I want first of all to speak with a deep sense of conviction that I 
flo not. believe that anything could be worse or have a worse effect to- 
ward further upsetting the political and economic structure of the 
Middle East than that, relief should be stopped. If that were cut off 
one coutd hardly predict how much further the deterioration of rela- 
tions between the Arab world and the Western World would go. So 
that purely from the pin of view of our own relations with that 
very Important part of the world, as well as our own sense of moral 
obligation, I have uo hesitation in urging strongly the continuation 
of that relief. 

In this bill there is a proposal that $25,000,000 should be made avail- 
able for that purpose. 

In the pele barnoed of Gaza there have been some small enter- 
prises which have been continued and which gave some employment 
to the people. Other mission agencies have assisted as far as they 
could. However, over the 214 years, or nearly 3 years now, relatively 
little, at least. with these people in the Gaza strip, has been found for 
them todo, Consequently, they have greatly deteriorated. 

This pobiem is not going to be solved only by giving relief. It 
cannot be solved without continuing relief, but there is the longer 
time relocation and resettlement and assimilation somewhere that has 
tobe met. There is resistance to their returning to the State of Israel, 

I myself feel there is very little likelihood that there will be very 
much return to their old homes, which lie within the boundaries of 
the State of Israel. I think there is an aren ing acceptance by the 
Arab States and by the refugees themselves that that probably might 
as well be forgotten, and that they will therefore have to resettle 
within the boundaries of Arab States. They cannot resettle within the 
boundaries of any of these Arab States in any numbers without finan- 
cial assistance, 

Therefore, I am very glad to see that the bill includes a substantial 
amount of funds—probably about as much as can be digested within 1 
year—for resettlement in projects within the boundaries, pertcalarty 
of Syria and of Egypt, of considerable numbers of these families. 

I would like to say a word about the character of the people. I 
think we saw them under about as much stress as anybody could be put 
under, with as great a sense of insecurity. They belong, most of 
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them, to the Mohammedan faith, and wo were Christian. They aro 
away from their settled place of abale. People sometimes think they 
are wandering nomads, with a camel and a goat, ‘These people are 
far from wandering nomads, ‘They are nothing like as wandering as 
most Americans are. Many families have lived in the same commu- 
nity for a thousand years, and they feel a deep sense of commitment 
and attachment to that piece of ground. 

We had a few Bedouins, perhaps four or five thousand, but the rest 
were men and women of settled life, hard working, and very often 
had sent their children to the English-speaking schools in the Middle 
East. We had no difficulty finding plenty of interpreters in the 
younger generation, who had gone to these schools and whose highest 
ambition was to have a chance at.a settled condition of life, where they 
can live on the basis of modern agriculture and, to some extent, of 
modern industry. 

We make a mistake if we think they are a worthless lot. They are 
not. There are plenty of very badly embittered people. There are 
a great many, however, and as human beings, we have an obliga- 
tion to see them through. 

There is great hope in this group of people. They can be a great 
menace if they are not given a chance at permanency of settlement. 
They can be a great asset. in helping to reestablish the security of the 
Middle East and the sense of confidence between the West and the 
Middle East if there is a chance given them to settle on the land. 

T should think that is the primary basis. There are some other 
things that, of course, they can do. ‘There is a series of projects that 
are available and can bo started, with the amount of money that is in 


this proposed epproneistion: 

I would just like to say one more thing, which may or may not seem 
relovant, but it does seem to me very important, that as much stability 
as ible be brought to that part of the world. I 

Veo watched, for instance, the Jewish settlement. in Iraq, which wasa 
stable settlement, important. to the country of Iraq, but with the 
eneral unsettled conditions in the Middle East and the general rising 
tide of a sense of insecurity over tho last 2 years, Jows who 24% years 
ago said very freely, and their rabbis also said to our own investigat- 
ing committee, that, “We have no feeling we need to leave,” have 
finally left and have gone into the State of Israel, aud are continuing 
to overcrowd that little country. é 

There is great fear that will continue in other states of the Middle 
East, and particularly Iran, if there is not prenene to them, as far 
as it can be brought by the United Nations, with the assistance of the 
United States, a greater sense of stability and security. From my 
point of view it would be very much better if we could maintain that 
sense of security even with the Jewish community whero it is than to 
have further uprootings. The Jows, it seems to ino, have had enough 
uprootings in Europe and other parts of the. world. 

If we could help to bring o sense of stability to that part of the 
world and prevent further uprootings of people I think it would be 


a ber asse ; 

Just one final comment, and by way of chbmmendation not neces- 
sarily of this committes or.of the Congress, but it has seemed to me 
a matter of very great importance that the Technical Assistance Ad- 
ministration has seen fit to supplement the budget of the American 
University at Beirut and thereby provide for young people of that 
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yveat area to have technical training, and to become themselves the 
technical assistants that their communities need. I hope that ways 
will be found to continue to use those educational facilities of the 
Middlo Enst. : 

Obviously, one of the great problems is the insecurity of most of 
the governments of that part of the world is the tendency to barter 
and haggle and try to get tho best of anybody who comes in with 
some money in his pocket. We had that all the time. The only way 
I sce to combat that in the long run is to support those educational 
institutions, which are not only bringing technical competence to 
youn people, but also a sense of integrity of dealing, which Is the basis 
which will have to be built up before this problem is ever finally settled. 

I think, Mr. Chairman, that is all I have to say. Hf there are any 
questions, 1 would be glad to try to answer them. 

Chairman Riciuarps. Thank you very much, Mr. Pickett. Are 
there any questions from members of the committes ¢ 

Mr. Vorys. Yes, Mr. Chairman. 

Mr. Pickett, you told about these refugees and you said you heard 
two stories as to why they left Israel. 

Mr. Pickers. Yes. 

Mr. Vorys. You were on the ground. Why do you think they left? 

Mr. Picxerr. The fact is, both are right. There is no doubt that 
there were massacres of Arabs by the Jews. There were massacres 
of Jews by the Arabs, and both tended to scare both groups. ‘Then 
there was the onrush of an army and the civilian men and women 
with little children running ahead of the army. Now, are they run- 
ning away or driven ont? It depends on who is telling the story as 
to which is true. 

Mr. Vorys, What army were they running ahead of? 

Mr. Pickerr. The Israeli Army was, of course, the one that was 
successful. The Arab Army was retreating before them. But they 
retreated before both armies. Most of the people I dealt with in 
tho Gaza strip ran across maybe not more than 10 or 15 miles toward 
the Mediterranean to get away from the battle that was going on. 
Both armies were shooting at each other, and it was in self-protection 
that thoy ran. 

‘Then it has to be said that there was a radio station operating at 
Rasma]lah, which shouted very loudly, “Get out. Get out. Leave 
and you won't be destroyed. We wilf all come back and kill every 
Jew.” That is what 1 mean by whose story is right. 

They ran away. Of course they ran away. But they also wore 
driven out. Both stories have a basis of truth. 

Mr. Vorys, But why have they not returned to their homest 

Mr. Pickerr. They cannot return. They are outside of Israel and 
Israel will not let them return, Thore has been a suggestion, of course, 
of some repatriation, but there has not been worked out. anything 
except that I suppose maybe 10,000 or 15,000 have returned out of 
n total of about. 800,000. 

Mr. Vorys. Whether they ran away or were chased, the reason 
they cannot go homo is that the Isracli Government prevents their 
going home? : 

_ Mr. Picker. And has occupied their homes. Yes. There is heavy 
immigration coming in. 
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Mr. Voryr. T understand there was an United Nations msolution 
for Tsracl to compensato those who had toft. Has that been executed ¢ 

Mr. Proxerr, T have not seen anything about compensation taking 
lace. Ido think that is very important, ‘Phose people left and have 
rd no compensation, ‘There is a tentative agreement by Isrtel to 
compensate, ‘Pho thing has become more complicated as time has gone 
on since in the meantime, for instance, nearly 100,000 Jows have left 
Iraq in the last year and a half, leaving behind their property, whieh 
Arabs have taken aver, ‘Therefore, the dows now begin to say, “Oh, 
yess but wo must also take that factor into consideration.” 

Mr, Vorvs. Hns the United Nations acted on that? 

Mr. Peexerr, ‘Thoy have not acted on it, so far as P know, T think 
there has been no action. Tt does seem to me, however, and T should 
be very gti to seo some strong emphasis put on it, if this com- 
tnitteo had a way of doing it, that there shontd bea setdling of the 

uestion of property, even if they only get a modest: perventage of 
the value of what they have loft behind. 

1 talked to a man in datfa who had a dry goods store with $100,- 
000 of stock. Horo he was living fike any other refuges, Ho fas 
no idea whether ho will over get a penny for that. Now, that ought 
to bo settled. It is a source of irritation that continues, and Vo wontd 
like to seo any emphasis put on the settlement of that claim, even 
ifitisa very modest settlement that is worked out, 

Mr. Vorys, ‘Thank you very much, 

Chairman Rietanns. Ave there any other questions? 

Mr. Burcrson, Mes Chairman, 

Chairman Riciuarns. Mr, Burleson. 

Mr. Burreson. 1 will direet the question to Mr. Pickett which T 
raised a little while ago with the ather witness, beeause LE was con- 
fused at that time, ‘This question related to the speech which the Am- 
bassador from Egypt eal at Princeton a short time ago with refer- 
ence to the Amorican policy in the Near and Middle Eust. Ave you 
familiar with that statement? ' 

Mr, Pickerr. I did read tho spocch. Yes, sir. . 

Mr, Burtrson, Would you care to comment on that? 

Mr. Prexety. T think you got there a pretty good representation 
of the feeling of the Arab, For our purposes Egypt is classified 
asa part of the Arab world, although you flud a gootl many Egyptians 
do not want to bo classifled as Arabs. I guess they fool thoy aro a 
me ghee order of being. I think ho represented pretty accurately 

19 fooling. 

fr. TRuntisons Ho severely criticized tho policy of this country 
aver the last several ane in recognizing the State of Isracl to tho 
disadvantage, to say tho least, of the Arab world, as woll as tho policy 
that wo havo been pursuing over tho years to build up the sentiment 
of tho Arab people. 

1 am wondering if you agreo with that as to tho policy of this 
country? T might add that ho says in regard to the colonial policy 
of the Wostorn World that no monetary aid to the Arab world fs 

ing to cure this situation at all; that only by giving them thoir 

ndependence and freedom from colonial rulo will you be ablo to 
cure it. 

Do you agreo with that? 
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Mr. Prexerr. T certainly agree that that is the feeling of the Arab 
world. You have got. a very bitter antagonist, ‘The Jow had a vory 
tough time, as our organization certainly has ample mason to know, 
in Gormany, Wo lave every sympathy with their terrible difcultios 
as refugees being driven ont of their homes and leaving their property 
behind them. What is difficult to see is the sue thing happening now 
in the State of Israel and the Arab feels that the Jew has tended to do 
to him what Germany did to Chem, 

Now, whether rightly or wrongly—-and perhaps quite wrongly— 
we get the brunt of the criticism for that because we recognized tho 
State of Isyuel se very prema after it was set up. As Day, FP do 
not see any possibility for complete justice being done to everybody 
inthis case. Ttis sich amixed situation. However, every step taward 
some kind of security of life is dhe form 1 think in heli justice 
should be approached, 

If an Arab in the State of Jordan, which is not a vory large state, 
ean find a little farm on which hoe can build ¢o build security for him- 
self again, that is the form in which security will came. IU think, and 
not relighting the Isracli- Arab battle of 214 years ago, as some Arabs 
are inclined todo. We cannot settle that whole score, bat wo ean make 
a contribution to this reintegration into the Arab States, 

L would like te repeat that PE know how ditticult it is, and how inse- 
cure these povernments are, qnd it is a 4- or d-yeur prognin at the 
least, with this as cho first major step in that direction. However, 1 
think it is basic to any kind of a settled Middle East. 

Mr. Burteson, ‘Thank you. 

Me. dupp, Mr, Chairman. 

Chairman Ricuarns. Dr. Judd. 

Mr, dupp. How much did your organization, that is, you and 
associated proups, spend per year for that gronp of Arabs 

Mr. Prekerr. Wo spent about $2 per month per person. 

May duop. ‘Phat is $24 a vear for 228,000, you said? 

Mr. Pickrat, Yes. 210,000, TP would say, 225,000 1 think is a little 
high. Ag I remember it, it was something like $4,000,000 a year. 

Mr. Jupp, Phis suggested bill provides $25,000,000, 

Mr. Piexere. Yes. ; 

Mr. Jupp, Es that just for those 200,000 Arabs? 

Mr. Peexert, No. 

Mr. dupp. ‘That includes a lot of othors besides? 

Mr. Piekerr. Yes. You see, there wore three agencies, and we wers 
only one of them. Wo hada little less than a third of the burden to 
carry. There were about. 800,000, and we had a little aver 200,000 of 
thom. ‘Tho International Red Cross and the League of Red Cross 
Societios had rather more, 

That $25,000,000 lasted a little aver a year. 1 suppose with the in- 
crease in prices I would not expect tho $25,000,000 would last much 
more than a year now, 

Mr. Jupp, You said there was resistance to resettlement. Was it 
primarily resistance by the refugees to returning, or by Israel to let- 

ing them inf 
vw Prexerr. Both. You cannot make any other statement that is 
characteristic of all. 

Mr. Junp, T was trying to clarify what you said, 
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Mr. Pickerr. They would come to us and say, “Should we go back 
into Israel if we got the opportunity?” I talked to one vory distin- 
‘guished person, a Moslem, who said, “Don’t let a one of them go 

ck.” Azzam Pasha, who was secretary of the Arab League, said, 
“Unless a half million go back there will be a war and we will kill 
every Jew.” ‘ 

You get all sorts of comments from one end of the scale to the 
other. I think a great many now have come to the conclusion that 
‘they do not want to g° back to Israel. They cannot go to the partic- 
ular spot they lived in. Somebody else has it. Therefore, they had 
better settle outside. 

r. Jupp. How long is it since this operation was turned over to 
the United Nations Organization? 

Mr, Picxert. Just a year, 

Mr. Jupp. Do you have any comment as to whether they are doing 
As well, or not as well, or better than your folks di 

‘Mr. Pioxerr. Dr. Judd, you have probably done this thing yourself, 
80 you know that people deteriorate under this kind of treatment. I 
know they have got a very tough job. We had some riots, and I think 
‘they have had more riots. It was a hard job, but I think they have 
done a good job in an almost impossible situation. 

The resettlement end of it has been a disappointment to many of 
us who are concerned. They have nof gone as far as we hiad hoped 
they could. However, that takes a long time, and they have made a 
beg nning ina few places. 

fr. Jupp. What I am after is this: I know you have had vast ex- 
perience in this field and there is no organization which has had 
aerate success than has the American Friends Service Committee. 
-There are always the two points of view. One says that in any such 
operation almost the main thing is the human attitude of workers; 
and that an organization of volunteers such as yours, can, and usually 
<loes do, a better job than can or will a Government agency, wherens 
frequently people sent out by the Government take it as just another 
job. Eyen more questions can be raised about the United Nations 
than about our-own Government agencies, because it is a more poly- 
giot organization, with all kinds of standards, backgrounds, and atti- 
tudes represented. 

The other view is that only Governments have the power and re- 
sources to carry on such operations adequately at some length I am 
asking you for your honest opinion, for the guidance of the commit- 
tee, a8 to whether in the organization of operations in the future we 
should do the job ourselves, or as far as possible help private agen- 
cies do it, or turn our money over to the United Nations to do it as 
an international agency? ; 

Mr. Picnerr. Ihave no doubt about the dedicated volunteer. When 
he does riot have such a big job that is beyond his capacity he will do 
a better job, think. I think that is almost always true. 
‘ However, when it comes to a great volume of people to handle, you 
ean bite off more than you can chew. I think we did a fairly good 
{°° in Gaza, but I was dissatisfied, and all of us were, because we be- 
-Tieved that afar better. job ought to have been done if we had more 
people and more facilities. We tried to save all the money we could, 
and wehadto,inordertogetby, =, = 
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I do not want to seem critical of those who took over for the United 
Nations because they had a very, very dificult, and an almost impos- 
sible job. Lut my contidence still continues in the sinall voluntary 
agency to hindle as far as they can within their capacity these jobs. 
1 think you do get a personal contact and an identification with the 
inisfortunes of the people you are working with that is very rare in 
big Govermment operations, 

fr. Jupp. But you do not care to comment on the probable effective- 
ness of an agency of the UN, as against, for example, that of one 
nation? Soine Members of Congress say woe ought to put up the 
$25,000,000 and handle it ourselves as an American operation. Then 
we take the responsibility for success or failure, rather than turn it 
over to an international organization, where we have 1 vote out of 60. 
What is your answer tothat? 

Mr. Picxert. I would like to use the parallel of UNRRA. Most 
peorle think it was a failure. I recognize it had many failures, but 

saw it pretty closely and knowing all the complications, I think 
UNRRA wasa pretty good job. 

I could tell you a dozen things I think were wrong with it, but the 
size of the operation never could have been carried on by all of us put 
together as volunteer agencies. We could not have collected the 
money. 

I think I would say we ought to look forward to ueveroping the 
thing on an international basis and recognize we are in the preliminary 


§ es, 

If you began just toslay and were going to epee on an emergence 
basis for just 1 year, or 2 years, we would probably be able to handle 
it bilaterally better. But I think other countries have a great deal 
to contribute. Even in our own staff we find it an advantage to use 
people from other countries, 

In Palestine we used French, English, Swedes, and Swiss, all to our 
advantage, . 
~ I will say this: There is nothing we did that was more inclined to 
ennble us to succeed in our relations with the Egyptians and the Arabs 
than the fact that the leader of our medical service was a New York 
Negro doctor. We make a mistake if we neglect the use of Negroes in 
the staffs of foreign operations, : 

It all adds up, Dr. Judd, I think, to saying that we ought in the 
long run to learn how to operate an experiment and expect other 
people to participate with us and do it successfully, recognizing 
that we are still in the preliminary stages of that development. 

Mr, Jupp. Thank you very much. 

Chairman Rrctrarps. Mr. Battle. 

Mr. Barriz. I want to ask one question of Mr, Pickett, please. 

The State Department has given us some figures here: ‘They have 
requested $23,500,000 for the various Arab States, and likewise they 
have requested $23,500,000 for the Israelis. In your judgment do you 
think that would be a fair ratio of the funds according to the needs of 


ans peoples in those areas? 

rt. Pickett, I do not believe I have a judgment on that. It seems 
unbalanced, on the face of it, does it not? I mean, populationwise. 
we teoniia Arab States have so many more population than the State 
of Israel. : 
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Mr. Barrie. You have first-hand experience and a much broader 
knowledge of the area than we do, or at least than Ido. Therefore, 
I would like to have your views on the relative needs and the total 


Proposed expenditures, 

r. Picxerr. I have those figures, and I expect they are the ones 
you referred to here. In addition, that does not take into account, as 
understand, the $50,000,000 which would be added to it in the Arab 

States for resettlement of Arab refu and relief for Arab refugees. 

Actually, you would have $73,500,000 going into the Arab States, 

althoug $50,000,000 of that goes for relief and the resettlement of the 
rabs.. ; 

Mr. Barris. In addition te this we have a bill before us and we 
have had testimony in this committee to the effect that Israeli needs 
$150,000,000 instead of the $23,500,000. 

Mr. Pickxerr. Yes. Well, you refer to this statement. I have a 
copy of this, which is a public document, as I understand it, and I read 
it this afternoon. 

Now that is predicated on a very large influx, a further influx, into 
Israel of refugees from other states, as [ understand it. 

You may not have understood what I said, but it seems to me very 
important that we should do everything we can to prevent, for in- 
stance, a growth of the feeling of insecurity of the Jews in Iran 
causing them to leave. I myself have felt very sorry that the Jews 
in Iraq have felt they had to leave. 

Two and a half years ago when we made a study there, their own 
people did not feel they had to leave. Now there has grown up such 
a sense of insecurity they had to leave. I have felt there should be 
every form of stability for keeping people where they are, rather than 
anticipating immigration that may happen if we do not put the em- 
phasis on security. ; . 

Mr. Barrizy. Are there problems in the Arab States that would 
likewise require additional funds in case they were available, where 
the needs would be just as great so far as future planning is concerned ¢ 

Mr. Picxerr. I think that probably ‘will develop, although here 
I speak with great hesitation because I am not sure enough of my facts, 
But you cannot spend money too fast in new projects in these coun- 
tries that are rather unstable. Take Syria, for instance, which seems 
to be the most likely place for resettlement of large numbers of refu- 
gees. Nevertheless you change prime ministers, sometimes by assassi- 
nation frequently by assassination—every few months, It is pretty 
unstable. 

Now that is a great misfortune because Syria would profit by re- 
ceiving and helping to resettle these people. But whoever admin- 
isters that fund has a difficult undertaking, and I would not advise 
him to rush in with large amounts of money and spend money too fast 
there. He will have to move slowly and carry the Syrian Government 

‘and people along with him. 

So it might take more than 5 years to do the resettling, just. because 
of the frailty of the Government institutions, If you spend money 
too fast graft will get the upper hand, and the people who ought 
to be served will not get it. , ‘ 

Mt. Barris, How dense is population now in the Israeli areat Is 
it crowded? Can they absorb many more refugees! 

Mr. Picrert. I sup that is a question of how much they indus- 
trialize. Iam not rea ly able to speak with accuracy on that. I was 
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there a few years ago, and they were having real trouble, of course, - 


getting people out of the camps they first go into and then resettle, 

But they have established some industries since. There is no 
doubt about its being a magnificent job of development, but I think 
it is dangerous, the danger being that they overpopulate. 

Mr. Barris. So far as the immediate problems are concerned, would 
you say that this $150,000,000 proposed for Israeli, as compared to the 
amount proposed by the State Department, that goes to the Arab 
States, would be high or low, or a fair proportion? 

Mr. Pickerr. From my point of view it seems high. Not the 
amount of money so much, but as I understand that document, if I 
read it properly, their case was based on the expectation of greatly 
increased immigration coming into Israel from the outside. 

Now I hesitate very much to see us almost stimulate uprooting 

ple from other parts of the world by an appropriation. I may 
bees on that. This business which is so characteristic of our 
day, millions of people being uprooted, is so terribly eateries A to 
stability and respect for people that I just hate to see anything done 
that is predicated on its continuance. 

Chairman Riciarns, Mr. Herter? 

Mr. Herter. The House this afternoon passed an amendment to the 
State Department appropriation bill for international organizations, 
limiting the United States contribution to any international organ- 
ization to one-third of the total cost. 

How would an amendment of that kind affect the operation of this 
particular refugee organization in the resettlement business? I sup- 
pose we must be carrying 90 percent of the cost. 

Mr. Picker. Yes; very disastrous, I should think. 

Mr, Herter. There you run into the difficulties from the point of 
view of setting up an international organization and end up carrying 
the whole burden. We are running into the same problem in the 
Korean rehabilitation. 

I was wondering how you feel about that. Should we still develop 
those international organizations and pay up to 90 percent of the 
whole cost? 

Mr. Picxerr. I recognize that as a very businesslike problem, Mr. 
Herter. It is not healthy. But I am pretty sure that the future is 
with international cooperative agencies of this sort, and I would 
rather put the emphasis on doing everything we possibly can to help 
get other countries to participate. 

Chairman Riciarps. Mr. Carnahan? 

fr, CagNAHAN, Is the boundary line between Israel and the sur- 
rounding Arab States pretty well fixed now / 

Mr. Pickxerr. Well, from a practical point of view, it is very well 
fixed. It is guarded, and there is very little passing back and forth. 
As to its being settled permanently by the United Nations, I do not 
think it is yet. 

Mr, Carnanan. And the entire boundary line is patroled and 
guarded? . 

Mr, Pickett. It was 2 years ago. I do not think it is quite so fully 
patroled now, but there is no traffic back and forth without a lot of red 
tape, and no commercial movement back and forth except with the 
greatest of difficulty. 
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Mr. Carnanan. Did you find tho feeling in the surronnding Aral» 
States that perhaps there might be a tendency on the part of new 
country of Israel to expand further? 

Mr. Pickert. Oh, the Arnbs feel that there is no doubt about that. 

Chairman Ricuarns. Mr. Herter? 

Mr. Herter. Do you mean they fear that! 

Mr, Picker. Yes. ; 

Chairman Ricuanns, Go ahead, Mr. Carnahan. 

Mr, Carnanan. Which of the Arab countries is carrying the heav- 
jest load in taking care of the Arab refugees? 

Mr. Pickett. Do you mean the percentage? 

Mr. Carnanan. Which one has the greatest problem. Jonlan? 

Mr, Pickerr. I suppose.that Jordan probably has tho largest popu- 
lation now. Lebanon, a relatively poor state, has a good deal to 
carry. I really foel that the Arab States, in view of their ability, 
have done pretty well. 

Mr. Carnanan. Do you feel that tho problens can, over a period 
of years, be satisfactorily solved, or partially at least ? 

Mr. Pickett. Well, yes. It will never be perfectly solved. There 
will be bitterness. If there is an intelligent and concerted effort, in 
the sense of a 5-year or 6-year or 7-year plan, it might be successful. 

I might say, in commenting further, Dr. Judd, on your question, I 
think the private agencies are willing to, and are going to, participate 
in the problem of resettlement. Now we are planning a project in 
Jordan, not that we think it will amount to very much in volume, 
but we do think it will mean something in terms of what can be done 
by intensive work. 

Chairman Ricrearos, Mr. Judd? 

Mr. Jupp. Is that not always the case, where the primary job is to 
establish demonstrations or pilot plants till they develop a sense that. 
“this can be done”? 

Mr. Pickerr. Yes. It isa voluntary effort. 

Chairman Ricuarps. Can we move along? 

Mr. Fulton! ‘ 

Mr. Furron. The question as to refugees of course is in respect to 
people who must move, and thereby become refugees. The conditions 
under. which they are living become intolerable, and then they volun- 
tarily leave all their possessions, take to the road, and try for a place 
where they will be acceptable. It-takes terrible conditions to force 
that, so refugees have little so-called choice. 

Mr. Picxerr. Yes. 

Mr. Forron. Under those circumstances, you have no objection to 
persons being refugees, do you? 

Mr. Proxerr. I think probably I would become a refugee myself 
under those circumstances. 

Mr, Furor. That is correct. Then behind the iron curtain there: 
are many countries—and I have visited several of them—where cer- 
tain minority groups are getting the least in the economy and the 
economy is almost on a starvation basis. . 

“HE Burren, Bs pou would in bi h 
. Mr, Fotton, you would have no objection to those persons. 
seeking freedom, freedom of religion, would Solid 

Mr. Picxerr. No. ' 

; f 
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Mr. Funson. If that be the case, we could look ahead for refugees 
from behind the iron curtait:, and also for refugees from certain 
countries where they are niinorities, and because of the Arab-Israeli 
dispute there has been friction and instability created. We can look 
ahead to that ? 

Mr. Pickerr. I am afraid so. 

Mr. Funrox. And we can lock ahead to a refugee problem without 
stimulating it, or without encouraging it. 

Would you say that in Israel the conditions are stable, and that 
there is relative adjustment as between the Arabs who have stayed 
and the Israeli Government ? 

Mr. Picxerr. Well, there certainly is more stability than for those 
who have gone out. The problem the Israeli State has in relation to 
the Arabs who have remained inside the country is that of their being 
a minority, and a minority psychology is developing. This I get from 
those people themselves—people and government. And at their 
request the committee has undertaken one of these pilot experiments 
in taking over a group of villages in the nrea of Nazareth, where they 
are all Arabs, aid all farmers as in Jesus’ time, now using a Caterpiller 
tractor and modern certified seed, and all the modern devices for pro- 
duction and distribution. 

Mr, Fuuton. So then there is the necessity for aid in Israel on a 
charitable and humanitarian basis both for Arab and Jew. Likewise 
there is a necessity for aid on that same basis in the surrounding states 
for populations who are submerged by the ruling classes, and also for 
the refugees in those states which are not yet assimilated; is that not 
correct f 

Mr. Picxerr. Yes, 

Mr. Funron. We in America then have the duty of the defense of 
this country. We must necessarily be interested in the Near East 
primarily from the viow of our defense and our relations to friendly 
nations. Therefore, if it will help stabilize by meeting the problem 
of refu either current in the present tense or in the future as they 
arise, do you not think it would be wise for us around this table to 
help stabilize the area to meet_the problem squarely and to assist 
regardless of whether they are Jew or Arabf 

{r. Pickerr. I agree. 

Mr. Foiton. Then, if you a in our approach to this legislation, 
we would have to look to seo the country as to the problem each coun- 
try has. That cannot be reduced to the simple equation of multiplica- 
tion or addition upon a population basis; can it 

Mr. Pickers. No, sir, 

Mr. Fuuron. If we go that far, the question then is: If there is in 
the program $50,000,000 for relief purposes for refugees in Arab areas, 
I believe I would approve consideration of that. But I would never- 
tholess say to Israel, not on an equating basis, but I would say to them, 
“What do you look forward to as to your refugee problem that may 
come up in the future?” Would you not do that? 

Mr. Pickett, Yes. What I tried to say was that in addition to the 
obvious persons now waiting here dnd there in camps to go into Israel), 
I am anxious not to see the unsettling of settled Jewish communities 
in any art of the Arab States. They are getting along now, and I 
would do everything I could to discourage their leaving. 
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Mr. Furton. Members of this committee have been through these 
refugee camps from Poland to Italy, for all one summer, looking at 
the refugee problem. We do not believe refugee problems are en- 
couraged by appropriations here. These people never ‘ear of it, be- 
fore they become refugees, ‘They move first to get av -y from their 
difficulties and starvation and lack of liberties and freedom and knowl- 

Then when we see them afloat with .no possessions, Friends 

Service, Catholic, Protestant, and other church people and nations 
such as ourselves, must be ready to receive them. 

Mr. Pickert. I agree. 

Mr. Foutton, Then do you not think that rather than cut off the 
refuges question in the future, we should be ready here in the next 
fiscal year to look the refugee problem in the face in the Near Fast and 
say we are going to meet it? 

‘Mr. Pickett. I agree. I may be wrong in my analysis of this 
statement of the Israeli Government, but it seems to me it went further 
than I would like to see it go in entice racing that there will be mi- 
grations that now are not appearing above the horizons. And my 
only statement is to express the desirability of using every means you 
can to prevent the necessity for further migrations arising. 

Mr. Fuiton. Do you know of the statement of the Israeli Govern- 
ment before the United Nations that they will now adopt a policy of 
recompensing the Arab refugees for any property abandoned or feft 
behind in Israel? 

Mr, Pickett. Yes, I know of that statement. That was made about 
2 years ago, and [ cannot understand why that cannot be imple- 
mented. 

Mr. Furton. So that the Israeli Government then is adopting a 
policy as to refugees which, under the circumstances—and they are 
SxcoernBly rigorous circumstances—is in line with what we would 
call international law. 

Tho Isratei Government, as you know, has stood up militarily 
against all the surrounding states, have they not, and successfully met 
any op ition? 

r. Proxerr, Yes. 

_ Mr. Furron. So that if we are legislating for defense pur ses on a 
military basis, which is the mutual defense assistance bill, we then 
look not only to the numerical populations but we also look to the aid 
they will be to us in the Near East, do we not? 

Mr. Pickett. . Yes, of course. From m point of view, I think the 
proper and practical thing is to never let it come to the point of 
making soldiers out of them. If we neglect this it will come to that. 
I think that it is ible to forestall that stage of revolution. 

Mr. Fuuron. Now you know that when we passed the aid bill for 
are aud Turkey, certain Arab States raised great objection to 

e ai 

Mr. Picxerr. Yes. 

Mr. Furron. Because they were left out. 

Mr. Pickett. Yes. : 

Mr. Furton. In spite of that objection, we gave the aid to Greece 
and abla er a defense basis for this country. 

Do you believe that in that instance it was wise to overrule the 
objection of the Arab States? 

fr, Picxetr. Well, I am not sure I get your question there. 
/ 
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Mr. Furron. We gave aid to Greece and Turkey. The Arab States 
objected. We nevertheless gave the aid. Do you now believe that 
it was wise to overrule the objections of the Arab States, and neverthe- 
less for the United States to give the aid to Greece and Turkey for its 
own defense! ; ; "i 

Mr. Pickerr. I think you are asking me questions which I am not 
competent to answer, I do not remember that incident of their re- 
fusing. Was that before they were refugees? : 

Mr. Futron. The objections of the Arab States to the aid to Greece 
and Turkey. . 

Mr. Picxerr. Well, I do not know enough about that to give an 
opinion. : 

Afr, Jupp. Was not their objection to our not giving them aid, rather 
than to giving Greece and Turkey aid? 

Mr. Fuuron. The reverse too. 

Do you favor the aid to Greece and Turkey which has been given? 

Mr. Pickett. In the light of history, I am_not quite sure what I 
would say about that. I have no doubt that aid was very essential for 
many people in Greece and Turkey. But if you are referring to de- 
fending ourselves by ete communism in that way, I have real 
hesitation in my mind about the long-range success of that policy. 

Mr. Funron. The only basis on which we can use the taxpayers’ 
money, as you know, is for the prime interest and defense of the 
United States of America, not in casting bread upon the waters. So 
would you then object solely on a defense basis to this whole bill, 
the Mutual Defense Assistance Program, as a method of containing 
communism—I almost said Congressmen. 

Mr. Pickerr. I must say I am sorry it is cast in the framework of 
defense, because I think the best defense is to do the thing that ought 
to be done and not jue think all the time: Will this or will this not 
defend our country# I realize we have to spend money in the interest 
of our own country, but I am not sure that a narrow conception of 
defense is the best. conception of defense. 

Mr. Futton. Do you object to a military aid program of the United 
States Government supply ‘drms to its allies abroad? 

Mr, Picxerr. Yes, I would rather they did not. 

Mr. Fuuton. So that actually the basis upon which you are testify- 
ing here, both as to the whole program and to Israel, is solely on a 
humanitarian basis, a charity basis 

Mr. Picxerr. I do not think that is the necessary alternative. 
Surnanttarinn, yes. But also the very wisest thing in the world we 
can do. : 

I think if we clo not ive to these things that are basically humani- 
tarian in nature, then the necessity of using arms is much greater. So’ 
it is hard to separate them as you have separated them, it seems to me, 

ay BEE: Well, you are the most peaceful revolutionary I have 
yet met, 

Mr. Pickerr. Well, I do not pretend that I can solve all the prob- 
lems of the world. 

Chairman Ricuarps. Mrs. Bolton? 

Mrs. Bouton. I am deeply interested and troubled as well by the 
statement you made that the Arab world is so very antagonistic to the 


United States, . 
85708—S1——-79 


mel VR mngrotor 


1238 THE MUTUAL SECURITY PROGRAM 


Have you any sense that we can win back the friendship we havo 
et ind how? For we had the heartful friendship of all the Arab 
world. 

Is it too late to bring back at least.a partial amount which would 
give us more security in the whole world? 

Mr. Picxerr. No, I do not think it is too late. I think it is a long 
process, and the prejudices are deep enough with some of the older 
people so that they probably will never be removed. 

But I do think that a slow pee program of sustaining the best 
institutions of the East—and 1 would say Musa Alami at Beirut is a 
striking illustration—that is one of the things highly respected and 
is a standing illustration, and I hope that Monsignor MeMahon will 
mention some of the things that the Catholic institutions have been able 
to doin the Middle East. 

Now those are all very important, and I am glad that the institu- 
tions of Beirut are willing to accept Government money—some of us 
are a little chary at times accepting American Government money, 
afraid it will bind our freedom. 

Then certainly this relief bill, and even more beyond relief, if we 
are able to resettle, that will have a great deal of effect. 

Mrs. aaa What they need, perhaps, is the rebirth of hope, 
is it not 

Mr. Picxerr. Yes. It is very hard to maintain hope when you 
have nearly a million people wandering around in your midst, not 
only the refugee but the other population who tend to feel the world 
has forgotten them. ; 

Mrs. Bouron. May I ask you this very pointed aiesion! For my 
time is going rapidty: In your area near Gaza, you had a good deal of 
difficulty, did you not, with adequate schooling for the children? 

Mr. Picxerr. Yes, we had a great deal of difficulty. I am not sure 
of the statistics now because we have been away for a little over a 

ear, but we had 16,000 children in school. The population was 
interesting. We had nearly 60 percent of the population of school 
age—16 is school age—from there on down. And that was a very 
important thing. 

Ve had about 16,000 of them in schools. I think it has gone higher 

nan that since that time. And that is, of course, a very important 
tem. ; 
Mrs, Barton, And you were bringing out at one point the fact that 
some of these people who are out there on the desert, in the sands, are 
highly cultured, intelligent people. 
_ Mr. Pickerr. Yes. Former judges of courts, businessmen, teach- 
oe Government administrators. 

firs, Botton. Have you been able to get across to the people of this 
country any of those facts? It seems so difficult to get any knowledge 
across to our people. : 

Mr. Pickerr. To some extent, but not anything adequate. I think 
the problem of the Arab, of the Middle East, is not very well under- 
stood by most Americans. I have found resistance to it to be largely 
based on ignorance. I certainly was ignorant about it. 

Mrs. Bouton, Yes; it is so much a matter of ignorance. After all, 

_ uwhderstanding is the first step. 
Mr. Proxerr. Yes; unereroneing is the first step. 
Chairman Riotarps, Mr. Javits i 
i ea 
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Mr. Javits. I have a question I would like to ask Mr, Pickett. 

Mr. Pickett, first fet me say—I will make this very brief—that_ your 
organization is well known in many areas of the world as doing a 
fine job. Second, let me say that 1 am devoted to the cause of Arab- 
Israeli pertee, and also that } believe Israel's future ties in the con- 
text of the Near East, and that the security and prosperity of that 
area will determine her success, 

1 do feel though that in one or two instances the facts ought to be 
straightened out in the record, and Tam sure we could get them 
straight just ina very few minutes. 

You said you did not want to see people uprooted from other parts 
of the world, T would like to ask whether you are aware of the fuet- 
that the migrations into.Isruet and the migrations which are forceast 
anid to help with which we are asked to appropriate money come from 
not uprooting people but from giving them sanctuary. Yemen, for 
example, ordered the Jews out, and contiseated all their property. 
‘They had to be taken out or perish. 

ow much the same was true in Traq, where evacuation of Jews has 
just about been completed. Their property was in effect confiscated, 

‘hey were conmitted, essentially, to Nuremberg laws—they could 
vot have jobs—tife was just ubout unbearable. 

In Iran, in effect, Jews have to get out. There have been riots 
against Jews in North Africa. 

Now, it is a fact, of course, that this has all come about since the 
establishment of Israel, but it is the old question of the chicken and 
the egg, and we do have the grave problem of imminent persecution. 

IT am not trying to assess fault. I am just talking reality now. I 
ask whether in making the statement you do—I ask whether in view 
of theso few facts I have just given—and I am sure you know them, 
and a good many more—would that not condition your answer to that 
question? 

Mr. Picxerr. I am afraid I am taking entirely too much time, but 
ye were requested to make a study of what was happening about 2 
years ago in Iraq. You may have seen the report. The report was 
fully confirmed by another independent agency that made the report 
that there was no necessity for Jews leaving Iraq. They said, “Leave 
ns sone: Do not disturb us. Do not rock the boat and we will be all 
right. 

Now it is quite true that since then there have been Jaws passed, 
a rising tide of oppestiion and they had to come out. 

What I am saying is that it seems to me that we Americans ought 
to catch those things we can before they reach that stage of irrita- 
tion to where they do have to come out, I am not blaming them for 
coming out; I am saying “Have we done everything possible in pre- 
venting that stage?” 

And I just do not want to miss any oportunity we have to create 
the possibility of people living on where they have lived for cen- 
turies. Lam not criticizing anybody for anything that has happened, 
but it isa great pity when people have to leave, be uprooted, and leave 
property hind—people who have lived together for centuries. 

Mr, Javits. [have Nees one other question. I thank you very much 
for the elucidation of that view. You said that the Arab refugees 
were baal! cared for, if I heard_you right, by these various Arab 
States. There is this group at Gaza, under Rey pe a large group 
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in Jordan, and it was our understanding in the various appropria- 
tions that we have had here for the Palestine Refugee Fund of the 
United Nations, that the Arab States on the contrary were doing 
very little, 

Mr. Pickerr. Yes. . 

Mr, Javits. But we are being asked to put up this money to re- 
settle the Arabs because it was not available otherwise unless we and 
others like us put'it up, and the Arab States would not take them in 
unless the money was forthcoming. 

Mr. Pickerr. Well I think it is perfectly true that most of the 
Arab States, perhaps all of them, and you can include Egypt, could 
not or would not take the whole problem. When we went to Gaza 
the Egyptian Army was giving 600 calories a day. People cannot 
live very long on that, but they were doing what they could. 

The people of Lebanon have done what they feel 1s quite a con- 
tribution in giving housing. They do not have tents there very 
much; they live in villages and in people’s hcuses. It does not mean 
governmental appropriation, but rather one way or another these 
poor people of the Arab States have done a good deal. For in- 
stance, individual families in Gaza have reduced themselves to poverty 
helping out. 

, It does not amount to very much in volume, but I just want to pay 
Iny respects to what the Arabs have done for themselves. 

' fr. Javits. That is human decency, and we should be grateful 
or it. 

’ Have the Arab state governments done anything about resettling 
the refugees? . 

Mr. Prcxerr. Not very ‘much. 

Mr. Javits. Thank you very much. . 

Chairman Ricwarps. Thank you very much, Mr. Pickett. We ap- 
preciate your coming. . , 

Dr. Walter Van Kirk, will you have a seat, sir? Doctor, have you 
a statementf 


STATEMENT OF DR. WALTER VAN KIRK, NATIONAL COUNCIL OF 
CHURCHES OF CHRIST IN THE UNITED STATES 


Dr. Van Kink. I have it. I can read it in about 8 minutes, and I 
would appreciate the privilege of reading it if I may. 

Chairman Ricarps. You may present it in your own way, Dr. Van 
Kirk. 

Dr. Van Kirx. My name is Walter W. Van Kirk, Iam an execu- 
tive officer of the National Council of the Churches of Christ in the 
United States of America. I am not, however, officially representing 
the organization at this time. . 

I am here in response to a request from your committee, It was 
suggested that I might have information that would be relevant to 
the committe in consideration of that section of the mutual security 
program for the fiscal year 1952 which deats with the Middle Fast. 

I was one of the American churchmen present at the recently con- 
yened conference on the Palestine refugee problem. This confer- 
ence was held under the auspices of the World Council of Churches 
cand the International Military Council. ‘Fhis conference met'on the 
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campus of the American University in Beirut, Lebanon, May 1-8, 
1951. There were present some 50 delegates from 8 nations and from 
many Protestant, Anglican, and Eastern Orthodox churches, In ad- 
dition, there were 22 observers and consultants including certain 
members of the staff of the United Nations Relief and Works Admin- 
istration for Palestine Refugees. 

If it is agreeable to the committee, sir, I will attach to the state- 
ment I am now making a copy of the Beirut conference statement for 
inclusion in the record of these hearings. 

Chairman Ricitarps, A long, two-page document? 

Dr. Van Kirk. Yes; two pages. 

SS aenen Ricitarps, Without objection that will be included in the 
record. 

(The document referred to is as follows:) 


WORLD CoUNCIL OF CHURCHES AND INTERNATIONAL MISSIONARY COUNCIL REFVOES: 
CONFERENCE, Betzut, May 4-8, 1051 


CONFERENCE STATEMENT 


We, members of a conference on the Palestinian refugee problem, meeting in 
Belrut on May 8, 1051, under the auspices of the International Missionary 
Council and the World Council of Churches, are shocked by the plight of the 
refugees from Palestine. As we visited different areas and saw the appalling 
conditions under which they are living in camps, and towns and villages, we have 
had our minds brought sharply back to the tragic chain of events which has 
caused this situation. Scattered over five countries, more than threequartera 
of a million Palestinian refugees have been subjected to terrible privatlione, 
lasting in many cases for a period of 3 years, They have suffered grievous phys- 
{eal and material losses, but their mental, moral, and spiritual hurt has per- 
haps been even greater. Furthermore there is po end in sight. Little wonder 
is it that their morale is steadily deteriorating, and that many show signs of 
desperation. 

The responsibility for the present situation must be shared by many nations 
and political groups. Insofar as Christlans by their action, or {nactlon, have 
fatled to influence in the right course the policy and decisions of their goy- 
ernments and of the United Natlons, they too are guilty. Upon us, therefore, 
falls the greater responsibility to seek, in collaboration with all men of good 
will, a constructive solution for the alain Moreover, none of us can claim 
that we have hitherto discharged the humanitarian obligation that les upon us, 

Along with millfons of refugees in other parts of the world—Europe, Indla, 
Pakistan, Korea, and elsewhere—the greater proportion of the Palestinian ref- 
ugees are the victims of a catastrophe for which they themselves are not respon- 
sible. A deep injustice has been inflicted upon them, a measure of suffering they 
never deserved. To them fs owed a debt of restitution by their fellow men, es- 
pecially by those who In any way shared in the responsibility for their present 
plight. Yet we realize that nowhere In the world today can the claims of abso- 
lute justice be enforced, and that only the healing hand of time, and the exercise 
of a spirit of forgiveness, can release those forces which will make for peace, 
mutual understanding, and reconciliation. , 

We are convinced that there can be no permanent solution of the problem of 
the Palestinian refugees untll there is a settlement of the outstanding political 
differences between the Arab States and Israel. Churches are not competent to 
lay down the lines of a political solution. It {s the duty of alt governments in 
cooperation with the United Nations to press for, and to facilitate, an early 
and agreed settlement, as an indispensable condition for achleving a lasting 
solution of the refugee problem. This particular settlement can only come as 
pert of the general settlement of International problems In the Near East, and 
t will need the support of international guaranties, s0 as to remove the spirit of 
uncertainty and fear from the political atmosphere of the region. 

Such a settlement will have to contain provision for the return of a certain 
number of refugees to their original homes. It must also include a general plan of 
compensation for refugees whether they return or not. We urge that, on both 
counts, the settlement should be not only just but generous. Yet, while we recog: 
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nize the basic right of all refugees to their own hones and property, nevertheless a 
careful appralsal of the total situation has compelled us to conclude, however, that 
inany Palestinian refugees will have to settle in new homes. For thelr inte- 
gration into the life and economy of the Arab States, large sums of money will 
be needed, and needed quickly. It is the undeniable obligation of all who have 
shared in responsibility for the present tragedy also to share fn the cost of 
making reparation for the damage done. And, since all schemes of resettlement 
require time for implementation, the essential financial contributlons must te 
in the form of guaranteed, long-term commitinents. 

Finally, we appeal to all Christians to use thelr Influence In persuading their 
Governments and the United Nations nas to the need for a definite political set- 
tlement and large-scale schemes of rellef and reconstruction. We would urce 
all Christians to give personally on a far more liberal scate to all the activities 
of the Christian voluntary organizatlons engaged In the work of rellef, reha- 
bilitation, and resettlement in the Near East. We would call upon the Chris. 
tian churches throughout the world to cooperate more actively with the churches 
of the Near East which have been so hard hit by the present tragedy (0 order 
that they may maintain their Christian witness and face In a constructive wry 
the opportunities of the new situation. . 


Mr, Vorrs, Can I see one? 

Dr. Van Kirk. I have only a few copies here. I will leave one 
with the clerk. 

Chairman Ricitarvs. Have you got one or two there you can pass 
around? 

Dr. Van Krrx. Yes. 

Prior to the official opening of the conference the delegates vis- 
ited many of the refugee camps in Arab territory. I myself was a 
member of the group that visited camps in the Hashemite Kingdom 
of Jordan all the way from Arab Jerusalem up to Amman, the capital 
ay of Jordan. I and my colleagues were shocked by the plight of tho 
rezugees, . . 

Scattered over five countries, more than 750,000 Palestinian Arab 
refugees have been subjected to terrible privations, lasting in many 
cases for a period of more than 3 years, They have suffered grievous 
payee! and materia! losses, but their mental, moral, and spiritual 

urt has perhaps been even greater. 

_ The morale of the refugees is steadily deteriorating, and many show 
signs of desperation. It was the unanimous judgment of the Beirut 
conference that the Palestine refugees are living under conditions of 
deep injustice and are subjected. to a measure of suffering they never 

eserved. | 

The conference said— ; 

To them Is owed a debt of restitution by thelr fellow men, especially by those 
who In any way shared in the responsibility for their present plight. 

It came as a distinct shock to those of us who attended the Beirut 
conference to discover the extent of hostility and ill-will toward the 
United States throughout the Arab world. This we saw in the areas 
perwieel and learned in the reports we had from various Arab 
ands, 

’ The United Nations, moreover, is held in low esteem. It will not 
surprise you to be told that many of the Arabs look toward Moscow 
for leadership in their hour of need, since, rightly or wrongly, they 
believe they have been abandoned by the United States and the west 
generally. Tu 

Since it is a part of our national policy to create situations of 
strength. in; various parts-of the world,.it can. only be said that we 
have thus far failed to achieve that objective in the Middle East, 

! 


THE MUTUAL SECURITY PROGRAM 1243 


insofar as winning the confident friendship of the great majority of 
the peoples of that area is concerned. a 

That is why it is of the utmost importance that adequate provision 
be made in the mutual-security legislation now under consideration 
for economic and technical assistance to the Middle East. 

In addressing myself to this question I do not appear before you 
as an expert on the economic, military, or political problems of this 
part of the world, Iam here as one who has seen a vast multitude 
of people in despair. These people happened, for the most part, to 
be Arabs. As a Christian, I must be concerned with their plight, 
no less than with the plight of refugees elsewhere. It was for the 
purpose of evidencing this concern that I accepted the invitation of 
your committee to appear here today. ; 

There is included in the proposed legislation a contribution of 
upward to $50,000,000 to Arab refugee problems. 

Now I do not know whether this figure is correct, or the one Mr. 
Pickett gave, of $25,000,000. But I seem to see in the breakdown 
of the figures of the State Department for the mutual security pro- 
grain a $50,000,000 item. 

Chairman Ricwarps. That was to be used for the United Nations. 

Mr. Pickers. $25,000,000 for relief. 

Mr. Van Kirk. I am confident that the American Christian 
community will mupport this recommendation. 

The Beirut conference recognized the basic right of all Palestine 
Arab refugees to their own homes and property. However, the con- 
ference was forced to the conclusion that many of these refugees 
wold have to settle in new homes, and that for any long-term plan 
of resettlement. funds on a large scale from both public and private 
sovrees would be needed for a considerable period of time. 

It was the judgment of the Beirut conference that— 

In the face of the responsibility which the international community must 
share for the plight of the refugee, more Is required than temporary relief 
Ieasures. 

It was felt that— 


The United Nations, with the full support of member atates, must provide 
financial resources for a program of resettlement and reintegratlon to be put 
Inte effect as coon ax Korermments fn the Near East agree with such schemes, 


It was also held that— 


with primary consideration for human need and freedom from selfish political 
motives, long-range planning must seek the general estabilshment of higher 
standards of Ilving throughout the area, which can be promoted through tech- 
nical assistance, both multilateral and bilateral. 

It is also recommended in the proposed legistation that $125,000,000 
be mithorized for economic aid and technical assistance to the Middle 
East. Of this amount it was proposed that $23,500,000 be allocated 
to the Arab States, and a like amount to Israel. : 

This would seem to me, as I am certain it would to the members of 
the Beirut conference, to be the rock-bottom minimum of the economic 
all anne should be available to Arab areas during the forthcoming 

seal year. 

The allocation of economic aid, including technical assistance to 
the Arab States, should be commensurate with the needs of those 
states. If Israel, with a population of 1,200,000 is to be given 
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$23,500,000 in economic aid-—and I heartily support this recommenda- 
tion—it may bo questioned whether a like amount is suflicient to meet 
tho economic needs of the surrounding Arab States with a population 
of 40,000,000, especially since funds in any sizable amount have not 
been, and are not now forthcoming, available to the Arab community 
from outside private sources. 

Whatever the reasons for this situation, the fact remains that. tho 
standard of living among the Arabs is deplorable, and for the refugees 
well nigh beyond endurance. 

Tooking beyond the immediate aspects of tho problem of the 
Middle East, the Beirut conference pload for the exercise of the spirit 
of forgiveness and reconciliation. It is my own view that what is 
nected to achieve stability in the Middle East and to insure for 
ourselves and tho free nations the enduring friendship of tho Arab 
world is for the United States to display toward the Arab peoples a 
larger measure of htnnan concern expressed in political understanding 
and good will, 

Economie aid and technical assistance are not enough, Nor will 
military assistance suffice. It isdoubt ful that bases scattered through- 
out the Middle East, amongst 40,000,000 Arabs, many of whom are 
hostile to the United States, would add substantially to tho military 
security of the west. 

Mutual security is derived in larger measure from the spirit of 
friendship and good will between and among the peoples concerned 
than from military establishments. 

Arabs are proud of their heritage, their culture, their civilization. 
To recover and maintain inviolate the friendship and confidence of 
the Arnab peoples, as of all peoples in this area, should be one of the 
priorities of tho legislation here under consideration. 

Not only in the Middle East, but among Moslem people elsewhero— 
there are 400,000,000 of them—is ow attitude with reference to the 
distribution of economic aid toward tiie Palestinian refugees watched 
with concern. 

Chairman Rreiarps. Thank you, Dy. Van Kirk. 

. Tbeliove I will start down the other end of the table. Are there any 
questions# Mr. Carnahan? 

Mr. Carnanan, No questions. - 

Chairman Riciarps. Mr. Javits? 

Mr. Javits. I have just two questions, Dr. Van Kirk. First, may 
I say that I appreciato very much what you said about our treating 
the Arab problem with understanding and good will. I join in 
that thought. 

nd, we have some question here as to whethor, if additional aid 
is provided for the Arab States, they will tako it and uso it, Those 
who have testified before us are just not very sure as to what the 
rab States will even wish to absorb in terms of economic aid, And 
the figure for them is essentially an extrapolation, a series of assump- 
ions, : 
. Dr, Vax Kink. Tam glad you explained the meaning of that word. 

Mr. Javits. Thank you. I think you get my point. I am just 
wondering if you would say just one word qbout that. 

Dr. Vaw Kirk. I had the im ression, as 4 result of my observations 
in these Arab countries—and I must stress the fact that I was there 
for only 8 weeke—that if there is a disposition to reject economic aid 
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from the west, it is not so much that they do not fee) the need of 
that economic aid as it is that the economic aid thus tendered is not 
accompanied by tho political understanding and good will which 
they desire even more than they desire economic aid. 

That is to say, if we were to provide the aid along with such mani- 
festations of good will toward them as would accord them a status 
of equality with other peoples in the Middle East, as would reflect a 
recognition of their rights and of their legitimately felt needs for 
economic equality and opportunity then 1 think there would be a 
greater willingness upon the part of these Arab States to receive this 
aid from the west. 

Mr. Javits. Do you not feel that good-will gestures would be de- 
fined by those who rule in the Arab States only as punitive measures 
or deprivations with respect to Israel?) That is the thing that worries 


me, 

But I always have this concern—and I would appreciate your re- 
assurance on that—that the only thing they think wo mean when we 
say good will, isto dot omething adverse with respect to Israck, What 
do you think about. that f 

ce. Van Kirk. I think that the Arab world would like to seo tho 
United States exercise its moral influence in the halls of the United 
Nations to pive effect to the resolutions of the General Assembly which 
look toward compensation and repatriation. 

Thero is a feeling I think among Arabs that the United States has 
given only lip service to these resolutions and has not evidenced sulti- 
cient concern to implement the provisions of the General Assembly 
resolutions in that respect. 

Mr, Javits. 1 notice, though, in your own report of the conference, 
you say that many leaders in the Near East are seuining to recognize, 

owover reluctantly, that resettlement of these Arab refugees in new 
homes would be the only practical and possible solution. 

Dr. Van Kink. I would support. Mr. Pickett’s observations in that 
respect. I think the political realities of the situation in the Middle 
Fast preclude the possibility of any large-scale resettlement in Israel, 
and I think the Arab States themselves, the leaders at least among 
them—not the peop!e in the camps—recognize this to be true. But the 

te in the camps desperately want to go home. 

Wo visited many of these camps in the Hashemite Kingdom of 
Jordan, anil at each met with a committees of leaders. They gave us 
petitions and appeals, and they always started out with a declaration 
that they wanted to go home. Amongst the people in the camps, too, 
that hope is still nurtured, but I think among the leaders there is an 
understanding of the political difficulties involved in that operation, 
and I think they themselves have come to recognize that a program 0 
resettlement in the Arab States is the thing that must now f° orward. 

Mr. Javits. What you think, therefore, is that the prevailing opinion 
is that we ought to throw our weight behind resettlement ant see that 
tho necessary funds aro available, including participation by Israel 
to bring about the resettlement? 

Dr. Van Kirk. I would say that, sir, yes. 

Mr. Javits. ‘Thank you very much, Dr. Van Kirk. 

Chairman Ricitarps. Do you have a question, Mr. Burleson? 

Mr. Buruzson, Doubtless you are familiar with the speech recently 
made by the Egyptian Ambassador at Princeton University ? 
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Dr. Van Kirk. I did not read the speech. T have been away for 
some weeks and I have not had an opportunity to read the press as 
faithfully as I otherwise would. So Iam not familiar with the speceh: 

Chairman RicuArps. May I interpose? Have you read the Con- 


gressional Record lately? ; 
Dr, Van Kink. Not within the past month, sir. I have had a vaca- 


tion. 

Mr. Burtrson. I was so sure that you, being interested as you are 
in this question, would have observed his remarks, which to me were 
very interesting and create a very interesting point of view, ‘The 
thesis of it was that there was nothing to be done in the Middle East 
as far as dollars were concerned. And you said practically the same 
thing except you go on and say that money is necessary but it takes a 
great deal more than that. : 

The situation is such that only by the observance of certain funda- 
mentals can the Western World in ita prestige in the Middle East, 
which obviously has deteriornted during the past several years. 

That was the basis of his speech, and I just wondered if you were 
familiar with it and could comment on it. If not, thank you anyway. 

Dr. Van Kirk. I think if the members of this committee were to - 
visit the Arab countries at. the present moment and spend some time 
talking with their leaders, they would be impressed with the extent to 
which these Arab peoples feel they have been pushed tothe side. They 
really do not matter very much in the councils of the nations, ‘They 
feel that they have been bypassed in the United Nations, for example, 
that their opinions and ducati are not sought. 

They feel isolated and alone and apart from the world community. 

And I feel that the best step, therefore, that can be taken by the 
United States to recover the friendship which we once had and have 
now lost is (o identify ourselves with the Arab peoples spiritually and 
politically and economically with their legitimate interests and aims. 

Mr. Burtzson. Thank you. ; 

Chairman Ricaarva. On this side. Mr. Fulton? 

_ Mr. Futon. Of course, in many of these Near East countries out- 
side of Israel, the groups in the governments are ruling groups that 
are hereditary and concentrated groups, are they not? 

Dr. Van Kirk. Yes. 

- Mr. Fuuron. So that really we have in many of those countries a 
Mal As class and a terribly poor or prostrate tlass. Is that not 
Or Van Kirn. I ain afraid that is true, sir. 

Mr. Fuuton. And many of these governments then are govern- 
ments that are still in, you might say, the Middle Ages of Europe, 
completely feudal, with uneducated masses, very few educated people, 
and no middle clase. Is that not right? 

Dr. Van Krak. Yes, 

Mr. Fuuron. Now then would you not recommend that we not 
closely ally ourselves with that class of government, Anything we 
might do which will result in the rising of the lower classes will in its 
essence be revolutionary to the best interests of the top people in their 
owneconomy, willitnot# ..  - ' ; 

Dr. Van Krex, ‘I should mops that any ecdnomic aid that was forth- 
coming to these areas from the United States would be safeguarded 
at that particular ‘point, that this aid would be forthcoming in ex- 
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wetation of certain reforms that might be instituted in this area, 
amd reforms, for example, among other reforms. ; ; 

I clo not know whether or not it is feasible through political action 
to impose upon another people a program of economic and political 
reform, domestically within one’s own country, but I should think dhut 
certain moral pressures could be exercised in the appropriations 
that were to be made for economic nid to these areas that would 
encourage and lend support to such reform movements as would 
tend toward a greater equality economicwise in these areas. 

Mr. Feiron. Then do you think the problem in the Middle Enst 
is basically a political problem? 

Dr. Van Kirk. Perhaps from within these Arib States themselves 
it is predominantly a social and economic problem, but the relations 
of the United States and of the west to the Arab States, that I 
would say is predominantly political, 

Mr. Ftrtox. Then on the relations between the United States and 
these Arab States, if it is predominantly political, do you as a church- 
man feel competent to pass on that question f 

Dr. Vax Kirk. .As to what steps should be taken to implement this 
political concern? No; IT have explained in my statement, the lack 
of technical competence in this field, which saves me the necessity of 
nnswering a lot of questions that might otherwise be asked. 

Mr. Futron, Very 1, Doctor. 

Do you think that the aid that we might give, if given generously 
toshow that we have no favoritism, to both Israel and the Arab States, 
would solve the problems of the terrible enmities of groups within the 
states and of the terrible enmities among these states? 

Dr, Van Kirk. Well, [ think it might tend toward that end. I 
think the likelikood of peering that. end through a process of tech- 
nical assistance and aid of the kind contemplated in this bill would 
certainly lead more directly toward that end than would the absence 
of such aid. 

Mr. Funtos. But do you think it would be worth while for us to 
try to settle these religious disputes in many of these clan feuds 
through money from the United States? 

Dr, Van Kirk. I think it would be a fatal blunder to attempt that. 

Mr. Funron, Now, in conclusion, then, it is going to be a long-time 
problem of development and of raising the educational levels, and 
of doing what has been many times on this committee pointed out, 
instituting these pilot plans to show what they can do themselves. 

Would you say that is the type of program we should emphasize 
on a Point 4 basis, or do you say that we should give it to the govern- 
ments and let them do it themselvest ' 

_ Dr. Van Kink, Well, I would not put it on an either-or basis. It 
is ible, I think, for both to go forward concurrently. 

would subscribe to Mr. Pickett’s point of View, that in the long 
run the more programs of this kind that can bo placed under the aegis 
of international authority the better it is. I feel that very strongly. 

Mr, Funton. If we are looking at the problems of the United States 
on a long-time basis, we must seek under this legislation forces in 
being, and lead vat have an impact. If that is the case and we 
can see that Israc] has been able to at least get a balance of power in 
the area, we can see that Israel at least has at the present time equality 
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with the Arab States on a balanced-power measure. Leaving the 
future out of it, at least now it has a balance of power; has it not? 

Dr. Van Kirk. I would say preponders.nt military power. Vis- 
&-vis the Arab States, I mean. I was in Jerusalem on their independ- 
ence day just a couple months ago. I witnessed a military demonstra- 
tion put on there in Jerusalem on that day. And I tell you, the 
strength that was reflected in that operation must have been of a 
kind to create in the Arab mind, at least, the thought that there is 
& preponderance of military strength within the Israeli State as of 
this present moment. 

at the ultmate effect will be on the Arab community, I would not 
be prepared to say. 

r, Forton. If we are looking for friends, the Israeli State seems 
to be a stable government compared to some of these other govern- 
inents, cloes it not? 

Dr. Van Kirk. We have their friendship now. 

Mr. Futon. And, secondly, Israel shows the opportunity there is 
for progress, because of good commerce laws and really a very ad- 
senturous spirit. Is that not correct? 

Dr. Van . I would subscribe to that wholeheartedly, sir. I 
was in Israel for a week at the invitation of the Israeli Government, 
and I desire to bear witness to the very extraordinary advances that 
have been achieved by the Israeli State in this short period, economi- 
golly, culturally, and otherwise. It is an extraordinary chapter 
in ; 

Mr, Fourow. Then, if we leave international boundaries out of it, 
we look to sea where we do get the greatest advance, the greatest 
defense force, and the greatest pro in giving this aid, do we not? 

Dr. Van . In what wayt I did not hear that last. 

Mr. Fotron. In giving this aid. 
sania LAe Krrx. Ihave supported the aid to Israel contemplated 

‘Mr. Fuuton. But I say if the international boundaries were left out 
of it, we would look for the beet results, would we not? 

r. Van Kink. Yes; but I eal do not think there is enough mili- 
tary strength in the Middle East, with Israel and the Arab States 
put together, to weigh very heavily in the total balance. By using 
military measuring rod these armed forces could hardly substantially 
{nfluence the military position as between east and ‘west. 

Mr, Futron. Of course you remember that Israel was one of the 
balances and real weights in our favor at the battle of El Alamein 
when they supplied a tremendous amount of equipment and supplies 
to Allied troops in Africa in World War IT? 

Dr. Van Kinx. Yes. 

Mr. Forton. The State Department has come here with a program 
that exactly makes equivalent the Arab States and Israel on economic 
aid. Mr. McGhee has said the State Department looked at the varied 
problems as a matter of need, and then they projected into the future 
on each of the countries involved. 

. Now may I have your comment: The State Department looks at 
Israel and comes up with a.fi on all thelr needs and their future 
Pp and says $23,500,000. Then it looks at each of the other 
Arab State: all down the line-— 
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Mr. Vorys. I believe the breakdown was in executive session. 

Dr, Van Kink. I do not know what those figures are, ; 

Mr, Futton. I am not going to mention whtat the breakdown is 
among states, but I certainly see the $2314 million figure here. 

Mr. Vorys. The $23,500,000 is published, 

Mr. POS: That is all Lam going tosay. Have I gone any further 
than that 

Tho State Department takes all the Arab States and adds them 
up one after another on their present needs and future progress, and 
takes into account the various absorption rates of aid. The State De- 

sartment then arrives at the same figure exactly to the dollar, of $23,- 
00,000. Do you think, asa churchman, and ns a matter of coincidence, 
it is possible to reach that result? ; 

Dr. Vax Kirk. No; I do not, and I am certainly not competent on 
the basis of a very hurried visit to the Middle East to estimate what 
would be the fair balatice of aid as between the Arab and Isrueli 
States. But it would seem to me on the surface of things—— 

Mr. Furron. A very strange coincidence? 

Dr. Van Kirk. That in an area that embraces 40,000,000 people 
would, by reason of their present low standard of living, plus the 
added necessity of absorbing and resettling the vast number of Arab 
refugees in their countries, constitute a need that would require— 
it would appear to me, as a Jayman—a sum greater than that which 
wold be allocated to Israel. And if it is not political heresy, I would 
have to disagree with the State Department figures at that point. 

Me. Fcnton, It was a strange coincidence that it came out tho 
exact amount, would you not think sof ae 

Dr. Van Kirk. Yes; I think that is a rather arbitrary division. 

Chairman Ricitaros. You are not responsible for those figures. 

Dr. Van Kinx, No, I am not. 

Mr. Furton. Actually, there is $50,000,000 in this bill for the Arab 
refugee problem, so if you took it on this basis, it would be $23,500,000 
economic aid and $50,000,000, or $73,500,000, for the Arab states as 
against $23,500,000 alone for Israel. 

Dr. Van Kirk. Yes, if you added the aid which is contemplated 
for refugees to the economic aid and technical assistance, then you 
would have $75,000,000 roughly speaking, against $25,000,000. But 
when you consider the vast number of these Arab refugees, variously 
estimated up to a million, and you take this $50,000,000 and divide it 
by the number of refugees you have, it becomes immediately obvious 
that $50,000,000 cannot go far toward contributing toward a per- 
manent program of economic rehabilitation and making a viable 
economy in the Arab States. That is my point. 

Mr, Funton. But you must also realize the historic difference in 
the level of living between people who have had a village and nomadic 
baso as against an industrially rising state such as Israel. 

Dr. Van Kirk. That is true. 

Mr. Funton. And in addition you must also take into account that 
Israel has the very big expense, for example, of flying people in 
from Yemen, so that the cost of their refugee problem per person in 
resettling them in Israe] has been much higher. 

Then we must also take into account that a resettlement in Israel 
means training, job placement, and a house, while in Arab countries 
it may mean putting them ina valley, or a village, in a tent, and with a 
little flock or something of that nature. Is that not correct t 
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Dr. Van Kirk. That is true. : 
Mr. Futon. Qhir basis of this legislation of course comes back to 
the defense of the United States and the defense of this area in rela- 
tion to our orci policy. While I know that there are millions and 
hundreds of millions this evening starving in Asia, as a Congressman 
from Pittsburgh I do not believe I can vote to give part of the proceeds 
of our billion dollar tax bill from the Federal Government to take 
careofallofthem, Sothe population figure is too simple arithmetic. 
: Chairman Riowarps. Dr. Juddt — - 
_ Mr. Jupp. Mr. Chairman, I wonder if we could not be educated, 
instead of the, witness’ being educated. 
Mr. Futon. I am following Dr. Judd’s—— 
Mr. Jupp. Good example? 
Mr. Furron. Usual form. . I learned that. 
Mr. Barrie. You learned it well. 
.Mr.:Fuuton, I try: the technique with churchmen, and Dr. Judd 
tries his on Genera! Marshall. 
Dr. Van Kirk. He has taken his turn at the churchmen tov. 
- Mr. Fuuton. I think Iwould have more chance educating you than 
General Marshall. 
Chairman Riciarps. We have one more witness here, and we had 
better move along. ~ 
Who is the next questioner, Mr. Battlef 
Me. Bartiz. Thank you, sir. No questions. | 
. Chairman Ricuarps. Any questions on this site? 
Mr, Jupp. I want to pay tribute to Dr. Van Kirk for a statement 


‘that I think is eminently sound, as tell ag Mr. Pickett's, igylarly 


ih its emphasis on the moral support these Ere need. That is their 
greatest hunger. The dollars cannot do the job without that moral 
support. Of course they cannot live without some calories too. 
t. Vaw Kirx. That is the crucial phase of this problem. 
Chairman Ricuagns. Mr, Herter. 
ae Hoveti us A Kirk, sala she sount of reed involved 
varies tremendously. Tam tremenslously interested in who ts going to 
admihleter these funds, arid how well. ae wee apts 
- Would you care to comment on the wey in which you think funds 
today are being administered and how perhaps they could be improved, 
what agencies are doing well and what are not? ae 
Dri Gx Krax. While I have followed very understandingly Mr. 
Pickett’s comments with regard to the difficulties that all of these 
United Nations agencies are confronted with in the Arab States, you. 
just have to see this problem to understand it, to see what itis, You 
ave to seo it and feel the tengions there, and the ease therefore with 
which United Nations agenciés are criticized by the Arabs. .. 
- Bat euch of the operations that I myself saw in the camps that I 
visited, I have only the highest praise for the activities of the United 
Nations Relief and Works Administration. : I saw at firet hand some 
‘df the operations of the United Nations children’s emergency. fund, 


. . for example, and I have no hesitation in saying that of all of the 


ines saw In operation in the Middle st, UNCEF stood easily at 
6 top. oe : BaP ACN bet. pee a sa 3 4 vee tees 
6 save. their feeding proses in many of theee camps, milk for chil- 
drén,: great lines of children waiting for their milk in the mornings, 
an ae Ine ym, b ees ONS ee BN a _— oP : ore, ‘ a sr ce 
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mothers with their babies at their breast, little children waiting, and 
rool discipline prevalent there, and a tine spirit and understanding. 
nd I want to take this opportunity to pay tribute to the work done 
by UNICEF in these areas, . Pi wae ite tek 
Mrs. Boron. Dr. Van Kirk, you spoke of the possibilities of pilo 
plants, and soon. Have you by any chance seen the Arab Develop- 
ment Co. project ? 
Dr. Van Kin. No. 
Mr. Boiron. Have you seen it, Monsignor ?¢ 
plone g nue McManon. Yes. : 
Mrs, 


onton. I think a picture of that would be very helpful to . 


mean that-—— oe 
Dr, Van Kirk. Tenspercent of the Arab refugees are Christians. 


Mr. Vorys. There 80,000 to” 100,007 istians amon these 
refugees? ; 

Dr. Van Kirk. ° severe cet 10 ppreent, yes. 

Mr. Vorys. Noy you haveTeard earlier tHat it is doubtful whet er 


the Arab States Aiave asked-for this $23,000,000;~ You have told 


us. 
Mr. Vorvs. Dr. Van Kirk, in lookuig at the report exhibit 4, adopted 
there I saw these words: “Only AO percent are fogs ws that 


their feeling abgut us in those coiint +i has asked: for $150, 

,000. 

Dr. Van Kigxk. That is. of the legisigfion now before 
this committee ac : 

fr. Vorva. No, but tlteir reqhptt iS: ‘my pi} file, and Wwitnesses 
have appeared irging the $150,000.000,  {/ 7). oe 

Dr. Vax Kirk. Yes, \ / 


Mr. Vorys. If we do not grant tha sabdet, 


i I WB tose the friend 
ship of Israel; ad if we grant it will of gain the friendshi 
of the Arab States? . 


Dr. Van Kinx.\{ am not going to ans\ver that question, Se 
I am really not competent to wnawer it bécause'thi uires ajt in- 
sight, really, to sit in\judgment on the-inuér operations of the finds 
of the Jews on one siddand the Arabs on the other. And X’do not 
have the faculty for doing-that. 

Mr. Vorys. We have to aliswer it, and we have n 
just a few weeks ago as you have. 

chairmen Ricuarps, You would call that the $64 question, would 

oun ; ' : 
7 Dr. Vax Kirn. Yes. And perhaps on the basis of study and re- 
flection upon the matter I might have something to say. But I prefer 
not to give a snap judgment answer to your query. 

Mr. Vorys. Thank you. : 

Chairman Ricitarns, Thank. you very much, Doctor. 

‘Dr. Van Kirx. May I say with regard to these paper net I left 
on the table, the message to which I referred is entitled “The State- 
ment of the Beirut Conference.” There is appended to these papers— 
and it may be of-interest to some of the members of this committee— 
to have the petguvents reached by the conference in various working 
sections of the Beirut conference. 

Now all of these papers represent the official action of the Beirut con- 
ference,'and I would call your particular attention to that working 
paper which deals ‘with recommendations bearing upon United Na- 
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tions’ policies, It might throw some light on the problems with which 
the committee has been confronted. ; . . 
Mr. Vorys. Doctor, you did not intend to submit to be printed in 
the record anything but the statement? 
Dr. Van Kink. That is all. I will not presume to suggest that the 
rest should be published, But if it is desirable I would be glad to 
mail to each member of the committee the entire set of working 


papers. . 
{rs, Bouton. Would you do that? 

Dr. Van Kink. Yes. 

(Chairman Rrcmarps. Monsignor McMahon, will you have a seat, 

sir 

Have you a prepared statement? 

Monsignor McMatnon. Yes, I have one here. 

Chairman Ricitarps. Will you proceed in your own way, sir? 


STATEMENT OF MSGR. THOMAS J. McMAHON, CATHOLIC NEAR 
EAST WELFARE ASSOCIATION 


Monsignor MoManonx. Well the hour is late, and so much has been 
well said by those ahead of me, so much that I concur in. I concur 
in practically every conclusion Dr. Pickett stated, and most of the 
conclusions of Dr. Van Kirk, so that I would be repetitious, except 
that you may wish to ask me further questions. . 

Now, my competence lies in the fact that I have been out there in 
the Middle East directing all the relief activities of the Catholic 
Church, in both the Arab States and in Israel. Accordingly I have 
been in that territory for niost of the past 3 years, and I have just re- 
turned a few weeks ago. 

‘It is an honor and a pleasure to come before you after this long 
experience. . ; 

irst of all, I wish to say that those who criticize the United Na- 
tions’ relief program should have the spirit of Dr. Pickett here. I 
know the weaknesses and I know the strength of that relief program. 
But. I have collaborated with the United ‘Nations’ relief program in 
every item. We, the Pontifical Mission, have run many milk centers 
for UNICEF, food distribution centers for supplementary feeding, 
and we have poor refugee kids in over 330 schools in the relief areas. 
_ We have conducted many works projects and all kinds of activi- 
ties for Palestinian refugees. Our efforts have been made ible 
through private voluntary subscription, not by. United Nations’ 
money, s0 we have done a great deal for the refugees and for the 
United Nations and we have furnished a personnel of about a thou- . 
sand, mostly indigenous. ! 

In our Pontifical Mission program, I have been one of three 
foreigners brought in to conduct the work. Most of the remaining 
workers are indigenous. I purposely kept this system, even in the 
face of some. opposition, and I think this point may help the ques- 
tioning that follows. I adopted this eystem on purpose, because I 
wanted to see if these people can help themselves. And they: can.. 

Some, even of my own, thought I was foolish. Why should we not 
bring in a great big corps’of workers? But I did not, and we got 
along. It is an evidence of how fine these Arab people are funda- 
mentally, .,That is something which Dr. Pickett has brought out so 
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well, When he was out in Gaza I worked with him, and I know the 
spirit in which the Friend: work. coo. 

Many of these Arab people are highly professionalized. An hon- 
orable Congressman here has already mentioned the Arab Christian 
people. Most of chem have had a fine education. These people want 
to return to their hiomes. ‘The more intelligent they are, the more 
they wish to return to their homes. 


Chairman Ricans. Did you say most of the Christians, the 10 _ 


vercent? 
Monsignor McMauon. Yes, most of the Christians, And there are 
a great many Moslems, very well educated too. Still it is not a ques- 
tion of education—sometimes it is a question of basic culture. Nor 
would I say that all these Arab refugees are agrarian people. This 
would be untrue. 

When we think of many of the better ones—and these are very fine 
characters—many are not the truly agrarian type. There are many 
professional people and, by the way, these are the hardest people for 
whom to do relief work. Jt is hard for a lawyer, a teacher, a man 
oceupied formerly in the Palestine Mandatory Government to receive 
the dole and to get on line as many-others do. 

Suppose you were to get under a tent yourselves, you would know 
how hard it is for these people to do so. It was not easy for me to 
live the life of a relief worker, for it was necessary to try to live like 
the poor refugees in order to prove that I was really there to work 
for them. 

Now I wish to make one point of disagreement. As a church— 
and I believe I can speak for the Catholic Church, at least in my 
capacity as head of her relief activities in the Middle East—we have 
had a constant policy on Palestine. We claim there still is a Palestine 

uestion. All these discussions tonight have merely taken for granted 
the existence of two portions of Palestine without realizing that the 
United Nations has not only resolved but also voted certain decisions 
for Palestine. 

Yet nothing is said of that settlement. When the honorable Con- 
gressman from Pittsburgh said that a churchman might not want to 
g° in for politics, I might say that the Palestine question is a very 

igh grade of politics. Palestine is the Holy Land in which three 
rights are involved. The three rights are Jewish, Mostem, and Chris- 
tian, so that one is not anti-Semitic when he urges the Christian right 
in Palestine. I donot think one is. 

I think this is a point on which we must insist. Here is where the 
added question of repatriation, of compensation also enters, Speak- 
ing of the Israel area and the Israeli Government, I know them very 
well, nor do I come here with any spirit of animosity, but they do 
know very well from ray own lips that there are three rights in the 
Holy Land, and the Palestine question is not a political question of 
the nature in which we have spoken tonight. I am not being apodictic 
here. Having just come in from the Middle East and having felt its 
tensions for every minute of the last 3 years, I say you cannot settle 
the question of the refugees, you cannot get the friendship of these 
Arab people for the United States or for Britain so long as the 
Palestine question remains unresolved. ; 

_ This, so long as you here—and we are mainly responsible, we give 
lip service to United Nations’ resolutions and votes but we do nothing 
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else—go tho opp way in our policy. Now this is he trath, and 
youknow it, This isthe absolute truth, 

And T think this, speaking of this security program, as I wrote in 
my statement, {nam heartily in favor of this voting of aid—everyono 
who has put foot thero would have sense enough to be in favor of it— 
that we must go further if we want. security in those regions. 

You have tho friendship of Israel and you should have the friend- 
Ship of Israch Butsyou must get the friendship of the Arab States, 
and you cannot get it by delaying tactics. You just eamot get it that 
way. I fool that unless wo are willing to implement United Nations’ 
lecisions ta some degree at least, and then willing to show those poor 
Arab people over there that they are not being pushed nside, we cannot 

et their friendship. Ono might also consider that the Palestinian 
Arabs were among the best cultured Arabs and that especially durin 
tho British mandate these people had a high degree of education with 
many other advantages. Tt would be wrong to have any other attitude. 

So T ask you to read this statement of mine and then perhaps talk 
along the Imes I suggest here. Dr. Pickett has already said every- 
thing that would be needed to be said about these refugees. Tam 
merely giving you the profusion of my despairing spirit after 3 years 
of working among these refugees. 

Mr. Manserieio (presiding). Mr. Vorys? 

Mr, Vorvs. First T ask that the consignor'’s statement be set ont 
in full in the record. 

Mr. Manaviesy (presiding), Without objection, that will be done. 

(The statement referred to is 4¢ follows :) 


STATEMENT Nunmityen ny Mage ‘Siostas J. McMaton 


Lam particularly Snterested fy xection 204 of ttle Hoof the proposed draft 
of the Mutual Security Act of 1031, as presented in the background pamphtet 
Mutual Security for Fiscal Year 1852 and In the relevant profatury pager, expe. 
clally page 20 entitled “Ald to the Valeatine Refugees.” 

Thus, my compeferee in auswerlug the gracious invitation of the Touse 
cominittee fits In the fact that, for, several yeara, I have been actively engaged 
in relief ahd hamanitarian work xmong the- people of the Middle Kast and 
that for tho past 3 years I have been perronally and er tga present thero 
to direct the netivitles of the Catholle Church in behalf of the Palestinian 
refugees. Accordingly, I am more than deeply Interested tn the prolongation 
of every alt possible, on the part of our Government and of every agency, 
whether public or voluntary, to the Near and Middle Kast and more precisely to 
the Arab refugees of Paleatine. 

That it ia absolutely necersary to continue auch ald everyone even remotely 
acquainted with the problem must adinit without qualification. We who have 
worked a0 long among thoeee deatitute Paleatininna would view with verv genutne 
horror any other point of tlew. Tho Palestinian Arabs are the innocent victims 
of the warfate that engulfed thei and forced them out of thelr homes, and as 
the fourth succeasive year of this tragedy now begins, §¢ find them in the same 
continuing need, while thelr state of mind muat be described ag ene of despalr, 
The United States cannot afford to foreake these exiles, and the radical motive 
for auch ald goea far beyond 4 inulual security program: ft Is baste justice 
on our part to keep on helping these hundreds of thousands of Innocent victima, 
of homeless people. : 

We go well beyond politica when we point out to the deaignated Representatives 
of the noble and genetous Americati people that there can be no security in 
the Middle Fast until the problem of the Paleatinian refugees ts solved. The 
very existence of the problem has cansed not only complete privation among 
the vict'ms themselves, it has also brought aboutian economic and moral crisis 
in the Middle Kast, embitterIng every honorable citizen of the natlona involved. 

Now, In all honesty, let ft he aatt that the magnantinous ald of the American 
Nation will ot be the only factor tn eolving what f conatder the most aggravating 
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problem fu the pattern of a hoped-for world peace. By all means, and out of 
strict Juatloe, let the Culted States yote as much monetary ald as possible to the 
United Natlons’ peor fur the rellef of (he Palestinians, but in a greater degree 
we beg our leglsintore to see clearly what Is Invelved. 

In the very excellent explanations of the Mutual Seourlly Act, you write of 
the continuance of dircet relief, though on a diimfilshing seale, and of the refnte- 
gration of the refugees in the ceonomic iife of the Middle Bast. What have you 
done for a just settlement of the Paleatlno question? What have you done to 
compensate the homelexs peopte who did not glve up thelr homes voluntarily? 
You will never achleve peace fn the Middle Fast nnthl you have given (hese hun 
deeds of Chausands of people (he rights that are dost cerlatuly theirs, You have 
been voting to the UNRWA and fits antecedent agencles a respectable ald cach 
year since the problem began, but ft ix another ¢hing to solve the problem at its 
roofR, 

We must not think of the Palestlalan refugee as unkempt, alinost unworthy 
objects of charity, “Among there good peuple the number Is legion of those who 
unre wonderfully Crafned, well cultured, genuinely moral, men and women who 
could take thelr places with you and with us all in any walk of life. Why, then, 
shonld we apeak of 4 dole for etch as these? In the came of God, let the repre. 
sentatives of the American aay bt exainine the roots of the Palestine question and 
seek to Inake some reparation for man’s inhumanity to man. 

Tet us by all means vote the ald that bus been determined for the refugees of 
Palestine. Since ft ts all too Hitle with which to solve the problem, it fs our 
bounden duty Co go niuch further and try to end the resilessnexs, the misery, the 
hoielesaness of theso poor people. ‘There is no doubt that men of good will tn 
this country will thereby make the Middle East as much @ part of the free 
world as we are. 


a Vorva. How many Christians are theré in Palestine, in Israel, 
now 

Monsignor MeMatton, Christians in Isracit Fifty thousand. 

Mr. Vorys, Fifty thousand; and eighty thousand to ove hundred 
thousand refu 

Monsignor McMatton, Yos. 

Mr, Vorvs. Well, could I ask you the $64 question, which is lying 
on this table for us to decide and has been appropriately presented 
here as to whether it would help the total picture out there for ns to 
xrant, say, $23,000,000 of nid to the Arab States, and $50,000,000 for 
the Arab refugees, and then Arun $150,000,000 to Isracl? 

: Monsignor MceManon. Well, I am not much of an economist. I 
lave been spending other people’s money in the Middle East for the 
last 3 years and more than that, for I have been engaged in Middle 
East. work for the past 8 years. But I cannot answer your question; 
I do not know what you are goin to do with this money. 

I have read the statements, but [ would rather evade the question. 
I think that is right in your laps. Still Lsay this: Just as the honorable 
Congressman from Pittsburgh asked, I do not know why, speaking for 
the Arab States, the figure exactly balanced, I know. they can use 
$23,000,000 very woll, atid $50,000,000 very well, for the purposes de- 
termined. Otherwise, I cannot say which should have tiis and which 
should have that. It istoo much for me to say. 

Mr. Mansrizip (presiding). Mrs. Bolten 

Mrs, Bouton. Monsignor McMahon, I wonder if you could give 
us a picture of the Arab Development Co, project. We have been so 
inclined in this country to accept the idea that Arabs cannot farm, that 
Arabs cannot do for themselves. 

You say that you found them so able to take care of themselves. 
Would you enlarge on that a little? 
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Monsignor MoMaton. Yes, Tho Arabs do need equipment. Of 
course, i you compare the Stato of Israol with the averago Arnb 
state, the absonce of tractors in the Arab States is to bo remarked. 

Mrs, Boiron. Certainly, . ; 

Monsignor MeMauon. Tho Isracl Stato is much better equipped 
technically, ‘Tho Arab Development Co. js a small project, you know, 
becauso it lacks funds. ; 

You refor to Musa Alami, do you not? 

Mrs. Botazon, Yes. 

Monsignor McMaion. As someone hero already mentioned pilot 
projects, it is to be noted that there aro_a few around the Arab 

tates. I might remark tho work of tho Near East Foundation in 
Syria, and we, too, have tried such projects in different areas, 

On a small scalo theso arc great things, but remombor that funds 
avo lacking for anything on a large scale, and such a program as tho 
Arab Development Co. is not governmont-inspired, it is an individual 
- attempt and for us very encouraging, for Musa Alami started before 
the United Nations works projects idoa camo along. 

Mrs, Boron, And what has he dono thorot 

Monsignor MoManon. Small housing projects, for example, with 
plots of ground around thom. That is tho beginning of anything in 
the Middle East, a home. 

Of vourse, I would liko to bring out the point that wo must not 
think of all tho refugees as being in camps. In the Gaza area, it is 
largely camp life, but elsewhere 1 wonld say that about 380 percent 
only of the refu aro in camps. Although we too run camps, as 
does the United Nations, the greater number of tho refugees is still in 
housing, in permanent buildings. 

Mrs, Bowron. In barracks or homes t 

Monsignor MeManon, Wo have built barracks, but we also have 
many refugees in houses, particularly religious houses that: could be 
mado available. In Jerusalem there are still some hundreds so situ- 


ated, 

Whilo we are speaking of refugees, wo should also remember that 
this situation has brought on a complete crtsis in cities like Jerusalem, 
partly ina city like Beirut, while Gaza is a porfect example. Tho 
poor havo become poorer than tho refugees, 

As to schooling, I think that about 60 percent of the children in our 
refugee schools aro Moslems, And we support these schools on a 
voluntary subscription basis, not by United Nations’ funds, 

o return to tho pilot projects, they are tho boginning of something 
very good, and they should be encouraged. But I am dead set against 
a plan of resettloment because I know these refuges people will always 
balk at this, unless you can prove otherwise to them. Although they 
may foe! thoy will never return to thoir homes, they do want to go 

Cx, ° . : 

Mr. Jupp. You say you are dead act_against a plan of resottling? 

Monsignor MoMatton. Yos, Iam. I say this because this whole 
problem cannot be solved until the basio—lot’s use the word “polit- 

cal”—problem of Palestine is solved. 

Mr. Japp. Well you said in your statements an oxcellont statement 
by the way, “let tho representatives of tho American peoplo examine 
tho roots of the Palestine question and seck to make somo reparation. 
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for man’s inhumanity to man.” Would you help us for a moment ex- 
anine the rootst 

Monsignor McManon, I say that the Palestine See art in 
resolutions and in votes, is already on tho record of the United Na- 
tions, ‘Tako ono question—the internationalization of Jerusalem, 
voted by the United Nations but not settlod. ; 

Now ax to tho question of boundaries; you say the boundaries ave 
mare or less fixed. But are thoy tixed? ‘This is an armistice, . 

Wo might atso remark that tho thinking on the question of petting 
people back to their homes has changed in those regions, Dr, Pickett 
Will remember when tho Israel Government was thinking of admitting 
about 80,000 Palestinian refugees from the Gaza area. ‘That was tho 
thinking aver a year ago, Now tho. edt is not that. ‘There 
has been some attempt to reunite families, and perhaps 2,000 people 
camo back particularly to the Navareth- Haifa area, from Lebanon and 
Syria. ‘Thus thore has been somo repatriation. 

There are other problems within Isracl’s boundaries becauso of tho 
war. Somo Arnb towns have been displaced in their populations 
within Israel ‘The people are not in their original villages, There 
pe been negiotiations with tho Isracli Government on a personal 

Asis. 

‘an there be more repatristion? Ido not know. The State of Israel 
was more willing, say a year ago, than itis now, possibly because, as it 
has been sugyested here, the influx of their own refugees has been so 
surprisingly greater than they had expected, 

Mr. Javits, ‘That is correct. 

Mr. Jupp. You havo three possibilities: Repatriation, resettlement, 
or leaving them as thoy aret 

Monsignor MoMatton. Yes. 

Mr. Jupp, I grant you that resettlement is not ideal, but sinco repat- 
riation of all of them does not seem to be in tho cards surely wo have 
to recognize that resettlement may be one of the hard, unpleasant alter- 
natives wo must prepare for, rather than leave them as thoy are. 

Monsignor McMauon. I bring another olement in there, Is the 
question of Palestino itself setMedt You cannot talk of resettling peo- 
plo who could bo standing on their own ground right now. 

‘here is a section called Arab Palestine in tho original United 
Nations’ decision, tho Palestine partition plan of 147, Accordin 
to that, there were also to be 400,000 rahe in the State of Israe). 
There were to be that many within the boundaries of the now state, and 
tho rest of tho Palestinian Arabs wers to be on the Arab Palestine side, 

Mrs, Bortwx, What has happened to all of them? 

Monsignor McManon, Tho war pushed tho boundaries much far- 
ther than the UN Palestine decision called for. 

Mrs. Boron, Disregarted by both? 

Monsignor McMatton. Nothing is settled. 

Mr. Jupp. Is it your suggestion that for tho present at least, tho 
United Nations should insist on tho boundaries fixed in its resolution 
of November 1047, as I recall, 

Monsignor MoManiow. What I say is that the United Nations had 
better solve eomething before wo fry to solve tho resettlement of 
tho peo le. Wo havo to solve tho Palestinian question first, That. is 
what will agitate the Arab world until the crack of doom, 
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Mr. Jupp. You have to have fixed boundaries. . That is a part of 
your point? 

Monsignor MoMatton. And you see the new State of Israel now has 
about 150,000 to 170,000, about that much, if you count the triangle 
group that came in. 

Mr. Javits. The group of Arab repatriates, 

Monsignor McMatton, In the realm of things unsettled, be it noted 
that Gaza is undér military occupation of the Egyptian Army.-not 
strictly pelo aie to Egypt. There are other military zones, Naza- 
reth, technically, is under military occupation. 

Mr, Javits. Will the gentleman yield to me? 

Mr. Jupp. Yes. 

Mr. Javirs. I want to ask a question on this point: Do we still 
race a hard core of resistance through the military occupation on the 
part of the Arab States that occupy areas of Palestine, while Israel 
lings to its forward areas? 

Monsignor McManon. Yes. I speak with no animosity to either 
side, but the problem remains unsolved, and you are putting the cart 
before the horse. 

Chairman Rictrards. Well, let me ask this question: Is it a fact that 
both the Arabs and the Israelis refuse to adhere to the decisions of 
the United Nations in these boundary disputes, or are they both 
equally guilty? . 

Monsignor McMaton. I cannot. nek of the Syrian affair, I am 
not familiar with it. But we know that the Jordan Government and 
the Israel Government refused on the question of an international 
Jerusalem. : 

Chairman Ricuarns. Yes. Mr. Vorys? : 

bay jyouys. But we are pouring $23,000,000 in there. Will that 
solve i 

Monsignor MoManon. No, it will not solve it. I will put it just as 
strongly as I wrote it: We have an obligation in justice, and that is 
why we 8 of an international relief program. It is a United 

‘Nations job. We are part of the United Nations. We cannot afford 
to let that job go. 

Mr. Funron, Will not the start in the Near East of an over-all 
program that helps them raise their standard of living and gives them 
some measure of justice be a good start and be in the best interest of 

~ the United Statest ; : 

Monsignor McMaron. Did you say what would be a good start? 
Or would this be a good start? 

Mr. Futton. Would not a sizable program in the Middle East, 

ardless of the boundaries? 
fonsignor McManon, Yes, but I am talking of questions of re- 
settlement. Regardless of boundaries, surely such a program will be 
valuable. But you cannot settle this question ultimately, this question 
pies we seek to settle ultimately, until the question of Palestine is 
sett ° : . 7 i 
Mr. Furron. Then you are agreeing really with the Beirut con- 
‘ference when they say on page 3 of their record: “Inthe last resort 
the problem could only: be solved in the realm of politics.” And that 
is what I was questioning the doctor ’a little bit about oh his political 
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Mr. Fuiton, Going a little further, the question then is, for exam- 
ple, what we are calling on the people of this country to do. You 
ask this question in your statement: “What have you done to compen- 
sate the homeless people whe did not give up their homes voluntarily ?” 
That is on page 2 of your statement. 

Monsignor McMauon, That is right. 

Mr. Furton. Well, I must say that so far we have done nothing, 
and I do not see that we have any direct legal obligation to do any- 
thing, or moral. 

Monsignor McMauon, There is where I must differ with you. I 
say that we as a part of the United Nations voted the partition of 
Palestine. We have continuously gone along on this policy of the 
United Nations. Now, why have we not the responsibility? 

Mr. Fuston. The background of your statement assumes then that 
the decision of the United Nations had an injustice in it that we might 
have partially caused. I disagree with you because I thought the 
decision of the United Nations was pretty fair and had no injustice 
in it. This legislation is what we are doing for the world abroad. 
Now, do you think there isa further burden? 

Monsignor MoManton. Yes, Ido. We were talking about a moral 
obligation. You said there was no moral obligation. I say there is. 
I say there is a profound moral obligation. 

Mr, Maxsyirep. If-you did not make a statement like that,-you 
would not be worth the cloth you are wearing, and, of course, you are. 

Monsignor McMaion. No. But aside from that, I speak as an 
American citizen. 

Mr. Furron. Do you not think our Nation, as a member of the 
United Nations, would be interested in advocating, for example, that 
Tsrael comes up with just compensation for the people who have uban- 
doned their property and lost it? 

Monsignor McManon. They will get nowhere. This has been 
talked of for 2 years. Still there is no move toward it. You see that 
there is no move toward these things, compensation or anything else. 

Mrs. Botton. Mr. Chairman? 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Botton. In this whole problem, is not our static situation in 
this country due partly to the fact that the people of this country 
know very little about the problem? They know very little about 
what is goingon. They do not know the background of it. How many 
of them ever realize that it is just a few years since the Arab popula- 
tion came out from under the Turks? 

Many years ago I was in Jerusalem on an Easter Sunday, when 
shey tripled the guards of Turkish soldiers to keep peace among the 
Christians. : 

F Monsignor McMatron. Well, we have a way of fighting on feast 
ays. . 
{rs. Bouton. What I am getting to is this: Is there not some way 


for your church and the other churches to see to it that there is more _ 


understanding of this problem? 
Monsignor McMasion, Among them, you meanf 
{rs. Botton. No, here in this country. 
Monsignor McManon. Well, we try hard. I can shake hands with 
n good Quaker or a good Episcopalian any time. 
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Mrs. Boron, But you do not get to the people with the information. 
ey eionsignor MoManHon. We do. We have done a lot of getting to 

8 e 

Mrs. Bouton. That is what I want. 

Monsignor McMauon. From the relief angle, we are running a 
voluntary program. It is awfully hard to get money. And in the 
beginning, when the United Nations started its official program over 
there, you may remember how hard it was for us to raise anything, 
because everybody said the United Nations was paying the whole 


freight. 

Now, do you realize that the voluntary agencies have spent easily 
$10,000,000, and they have given personnel more numerously than the 
United Nations? 

Mrs. Bouron. And some of the Arab States have given millions of 
dollars’ worth. 

Monsignor McManon, So it is not a question of trying to get to- 
gether or of getting to our people. I have stumped this country for 
years to get aid for the Middle East. There is, as you say, an igno- 
rance about the Middle East. The new State of Israel has focused 
our attention on the Middle East more than was ever done before. 

I say candidly that I would like to see complete peace over there 
instead of an armistice, because it is a powder keg. And we do know 
of the need for security in that area. 

‘Mrs, Botton. We need the security and friendship of those people. 

Mr. Futron. Could I say that I have noticed the church’s program 
and believe you are doing fine Christian work. You are greatly to be 
complimented on all you ave done in the Near East. 

Mr. Mansrreto. May I say something for practically the first time 
this evening? 

Chairman, Ricuarps. Mr. Mansfield. 

Mr. Manerietp. Mr. Chairman, I think that we have had a very 
illuminating session here, with witnesses like Dr. Van Kirk, Dr, 
Pickett, and Monsignor McMahon. And I think they have given us 
a lot to think about. They have laid before us a lot of information 
that some of us, at least, did not know too well. 

Monsignor, you mentioned the fact that the relief program under- 
taken by the church under your direction has been entirely voluntary. 
- Monsignor MoManon. Yes. 

Mr, Mansrievp. And that you use to a large extent the indigenous 
population over there wherever you can to do the necessary work to 


carry on the program? 

Mons! ior Mobfarron. Yes. 

Mr. Mansrretp. To what extent do you use Sisters? . 

Monsignor McMauon. Well, in the schools and in the hospitals, 
-especially in the hospitals. We have several big hospitals where we 
give free care to the refugees and poor. The Sisters get no recompense 
except their living quarters, their food, and the clothes they wear. 
'_ Mr. Manerrerp. And are these Sisters from orders in the United 
States and other countries? Or are they indigenous? 
' Monsignor MoMauon. We have fine indigenous groups, and we 
have groups from many countries. In Jordan, for example, we have 
-@ completely indigenous group, Arabs. 

Mr. Mansrrep. It is safe to say that on the basis of contributions - 
made by the church and the applications of those contributions under 
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your direction, that generally speaking a t deal more is being 
gotten for the church dollar than let us say for the UN dollar. 

‘ Monsignor MoMaxon. I think that is of the essence. That is the 
only way we could operate. I as head of the mission have no salary, 
and the others are in the same situation. The Friends do the same 
thing on a purely voluntary basis, with just a living? 

But we do have lay workers who are paid. These must be Pates- 
tinian refugees. For exnuple, in our refugee schools the teachers 
were formerly such in Palestine. And we have undertaken con- 
siderable building in order to give work. 

Mr. Mansrievp. ‘That is at least one way of giving a sense of inde- 
pendence. 

And one final word: I want to say that even out in Montana where 
I come from, in our parishes out there once in a while we hear about 
the Near East, and we hear various kinds of requests. I hope, Mon- 
signor, we have been doing our share. 

{onsiguor McMauon. They do all right out there. 

Chairman Riciarps. Any other questions? 

Mr. Jupp. Just one minor question: Regarding your statement about 
the 10 percent who are Christians, are they people who belong to 
families that for decades or centuries have been Christian—not recent 
converts? 

pa eenslanee McManon. Oh, yes. You have crusaders’ names among 
them. 

Mr. Jupp. Are they largely in separate communities, or are they 
intermingled throughout the population? 

Monsignor McManon. The Middle East is a great place for exclu- 
sivism. ‘That is something that discouraged me as an American, but 
it is necessary. You see, they vote by community, and that was their 
form of protection under the Turks, This community life endures 
emerge Arabs and it is to be found among the Jews. Just as the 
Arab Christians have their orthodox communities, their Catholic com- 
munities, so among the Jews there are the degrees of orthodoxy and 
the reformed. This seems to be Semitic. 

Mr. Vorys. But these 100,000 are Semites? 

Monsignor McManon. Yes. 

Chairman Ricuarps. Mr. Javits? 

Mr. Javits. I want to make one statement, very sincerely and delib- 
erately: I would like to express my expectation and nove for peace 
in that area, and to assure you that I will do everything I humanly can 
to help bring it about. 

Monsignor McManon. Thank you very much, Mr, Javits. 

My. Carnauan, Mr. Chairmant 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Carnanan. I would just like to say that I appreciate the infor- 
mation and the insight that Monsignor McMahon has brought to us 
and the other gentlemen who spoke tonight. I would like to ask i 
your work has brought you in touch with both the Arab refugees and 
the Jewish refugees 

Monsignor McManon. Yes; because I have been in and out of the 
State of Israel as often as I have been in the Arab countries, and I 
have been in the State for a period of 2 or 3 months at a time. 
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This bein ear operation on my part, I have been all through 
the State of srae and have seen Jewish camps. 

So I think I am as well informed as to the living conditions on both 
sides as any man that has been‘over there. 

r. CARNAHAN, I appreciate your statement from both sides, 

Chairman Ricuarps. Thank you, sir, very much. We appreciate 
your coming in. 

The committee will now stand adjourned. 

(Whereupon, at 10:25 p. m, the committee adjourned until 10 

a.m. the following day.) 
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FRIDAY, JULY 27, 1051 


House or RepreseNTATIvEs, 
CoMMITTEE ON Forrion AFFAIRS, 
Washington, D.C. 


The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricttarvs. The committee will come to order lease. 

Ladies and gentleman, before we go on with Mr. Bissell, here is the 
situation on the floor. We have the resolution terminating the state 
of war with Germany coming up at 11 o’clock. I do not think there 
will be much debate about it. It will probably take 15 minutes to de- 
cide it. The Clerk can keep us informed on that. I do not know how 
many members of the committee want to be down there. I know sone 
do. Maye we can get through with it in 30 minutes. I have not 
heard of anybody on the committee who has asked for an hour, ex- 
cept Mr. Javits. 

Hee Vorys. Is it an hour for the rule and then an hour for general 
«lebate! . 

Chairman Riciarps. Yes. I do not think he will take more than 
5 or 10 minutes on the rule. Then we will have an hour, and we 
want to cut that ton half, if we can. I know I have to be down there. 
If we have any trouble, we could let the members of the committee 
know, Two or three members have told me they would like to be 
there. Certainly I wish two or three from each side would be there. 
What do you say about that? I do not want to miss hearing Mr. 
Bissell either, and I do not want to cut into his time. 

Mr. Vorys. Mr. Chairman, I think that is overdoing it, to have 
the same committee try to run a hearing and have a bill on the floor at 
the same time. 

Chairman Ricwarns, I am against it. 

Mr. Vorys. You are going to have to recess. The way we are going 
to find out if there is trouble is when we run into it. 

Chairman Ricxarps, Suppose we go on as far as we can, then we 
will just recess until after lunch, or, we may be able to recess for 30 
minutes. 

Mr. Bissell, we will go ahead with your testimony. 


STATEMENT OF HON. RICHARD BISSELL, DEPUTY ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION—Continued 


Mr, Bissetn, Mr. Chairman and members of the committee-—— 
* Chairman Riciarps, I think you had gotten down to the figure 
business, 
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Mr. Bisserz. I was getting pretty close to the figure business. 

I will try not to repeat myself, but I will ask for that privilege for 
about a minute to get this straightened out. 

The first matter I discussed pesterday on which I would like to 
be just as clear and concrete as I can, is the relationship of economic 
assistance to rearmament in Europe. : 

I would like to put the point in this fashion—— 

Chairman Rrecsfarps. That is a very important point. 

_Mr. Bissets. Yes, sir, In order to rearm each of the European 
countries next year, it is going to be necessary to spend more money. 
We hope they will increase their military expenditures. 

(Discussion off the record.) 

Mr. Bissety. The figures are all on these papers, Mr. Vorys. 

Chairman Ricuaros, Are you going to submit the paper for the 
executive session record, or is that material restricted? 

Mr, Bissen.. Most of this, sir, is not restricted in any way. There 
is one table in here in which certain of the figures are restricted, 
that is to say, they are available now to all members of the committee, 
but they should not be in the record. 

Chairman Rrcuarps, You mean, they should be in the executive 
session of the record so we could study them after this 

Mr, Bisseit, I think there would be no objection to that. 

Chairman Ricrarps. We would like to have the whole thing in the 
record. . 

Mr. Vorys. Do you have copies of what is not restricted? 

_Mr. Brssexs, ‘Che figures are all in this paper that you have, this 
mimeographed document. , , 

- The only figures that I'am aware of in here which should not be 
published are figures on men on active military duty, which is one 
ine in one of the tables. 

Chairman Ricuarps, I would like to say to the reporter that we 
want all these figures in the record. After you look over them, let 
us know and we will mark the ones that are not for publication. 

Mr, Bissets, I am not sure that we may not be able to release those 
figures for publication, but we cannot at this moment. 

. Chairman Ricuzps, Do the best you can. 

Mr. Bissett. Other than that, I think all the figures in here can 
certainly be put in the executive record, and I think can be published. 
' Mr. Vorys, Is that the same as this? ' 

_ Mr. Bissetn, Yes; it just has a different cover. I am now looking, 
sir, at what is called the summary for 13 countries, their internal 
nam sorry th tth sare not numbered, __ 

am sorry that the pages are not num . 

Mrs, Bovron. That would have helped mightily. 

Mr, Rrsicorr. I wish next, time they could be numbered. 

Mrs. Bovron. I think they should be tagged and Jnbeled. 

Mr, Vonye.: And then we would not have to wait 3 weeks to find out 
where it is,, We havea summary. for 14 countries—— 

Mr. Brett. This is the fable, Mr. Vorys, “Infernal accounts, 18 
countries.” . 
_ Br, Vonys. “Internal account projection? | . . 


Mr. Brasetz. That is correct, sir. 
tt ° 
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Chairman Rerciarps. I wish the staff right now would mark these 
ages. You can go around and get them one at a time, if the mem- 
bar can do without them, because we really need that. 

Mr. Crawrorp. We wil! have to mark Mr, Bissell’s, also. 

Mr. Bisseta. Mr, Chairman, I am very sorry these were not prop- 
erly marked. I am going to try to refer in my statement only to 
this page and the following one. I hope this morning we will not 
have any more trouble. ‘ 

Mr. Chairman, the figures I have referred to are in the last line 
of this table, which we have discovered and identified with such dif- 
ficulty, for military expenditures for this group of countries. 

(Discussion off the record.) 

Mr. Brssetu. These countries must also, of course, put more men 
under arms. You will notice in line 11, figures for the men on active 
military duty. Those are figures that are averages for the year. They 
do not give you information on any specific time. They are figures 
that are relevant for the economic case, 

Discussion off the record.) 

fr. Bissetu. In addition, in order to rearm, these countries, of 
course, have to expand their military production, because a good part 
of that increase in their expenditures goes to purchase goods and 
services, to pay for construction and the like, and they have to expand, 
as any rearming country does, their military consumption. In other 
words, more of their food, textiles, and so forth, go into military 
usage. 

ean give you figures which are not in any of the tables that you 
have. I will give them in my testimony. As an example, included 
in this increase in military expenditures is an increased expenditure 
for major matériel] from just under $1 billion in the past year to $214 
billion in the new year, 

. {Discussion off the record.) 

Mr. Bissety. Those are simply the components of the total. ‘That, 
then, is, expressed in terms that are relevant to the economic impact 
on these countries, what the job of rearmament means. 

Very obviously, if these countries are to spend this additional 
money, increase their military production, put more manpower in 
their forces, this means that productive resources must be taken away 
from other uses, or productive resources that are now unemployed 
must be put to work. 

It means that goods, and especially raw materials, have to be di- 
verted from other uses. It means in more general terms that rear- 
mament either has to come out of increased production or it has to 
cone out of other purposes, that is, come out of reduced consumption 
and reduced investment. 

A basic principle of the program that we have here Jaid out before 
you is that the extra European military effort must come substantially 
out of increased production. I want to come back to that later. 

When we come to this country by country, you will find that in three 
of the countries, the Netherlands, Denmark, ond the United 
Kingdom—— : 

Mr. Vonrys. a that again. : 

Mr. Bissety. That the major part of their additional military effort 
has got to be met out of increased production rather than out of 
reduced consumption or reduced capital investment. 

: (Discussion off the record.) 
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Mr. Bissett. We expect that the best measute of the total increase 
in production in the whale group of countries is the increase in their 
gross national product from year to year. ‘Phat is shown in fine t 
of the table. 

As you can see, that is an increase of approximately $7 billion. 
There is a major part of that that yoes into the increased military 
expenditures that b have already mentioned. 

Another part of it goes inta increased consumption, largely in Italy 
and Germany, the two countries I have mentioned. 

I repeat, 1 want to come back and say a word or two more on this 
point in just a moment. But, first, tet me go on from there. 

As 1 mentioned yesterday, sir, these countries are, all of them, 
in varying degrees, dependent on foreign trade, but all of them much 
more so than the United States, 

For that. reason, increased production across the board, whieh is 
what we believe to be essential if the countries-are to rearm, inevitably 
means increased imports, 

In fact, in terms of constant prices, that is, ruling out the effect 
of price increases, it is our belief that. their imports from the rest 
of the world will have to increase by approximately S400 million from 
the Iast year to this. This figure is not in the table before you. I 
am reading from a table that I have for my own testimony, 

The increase is from approximately $634 billion of imports in the 
fiscal year just ended to x little over $1144 billion of imports in con- 
stant prices in the new wear. ‘That increase, including the United 
Kingdom, from all sources, is about a quarter of a billion dollars. 
think I gave the figure incorrectly a moment ago. 

The major part of that increase is an increase in imports which 
will have to be paid for in gold and dollars. 

Mr. Vorys. You have given three different ones. The inereaso 
from 11.1 to 11.230 is 1580. You said 500 million, 250 million, and your 
subtraction of the two figures gives 150 million. 

Mr, Bissti., 1 will give you the exact figures, Mr. Vorys. Tho 
extct figures are 11.134 to 11.278—you are right—which is approxi- 
mately $180 million increase in constant prices, 

The part of that that is in gold and dollars is from $4.250 (o $4.775 
billion, approximately, a $225 million increase in imports that have 
to be paid for in gold and dollars, 

I think it is not necessary for me to expand at length on the reasons 
why this kind of an increase in imports must necessarily accompany 
a general increase in production, industrial and agricultural, in these 
countries. | 

For this group of countries as_a whole there is approximately a 
dollar of imports from outside of Europe, that is, from the rest of the 
world, for every $10 of their gross national product. 

Since that gross national product, their total production, is increas. 
ing by about $7 billion, on the whole this increase in imports that I 
have Just mentioned to you, is an extremely modest one, and far less 
than the increase that would come about if they did not economize on 
their imports in every way. ; 

Mr. Javire. Would you mind a question? I gather that the $500 
million you are talking about comes with the necessity for gold and 
dollar imports, because they are going to buy different things, let us 


say, tin, instead of something else ; 
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Mr. Bissvin. That is right. 

Mr. Javits. Who is that going to go tot: 

Mr. Bisseta. Tecan give you the— . 

Mr, Javits. Ido not mean in the table. What is the principle in- 
volved; where is the money going ¢ 

My. Iissei.. Most of the imerease in the money they spend in gold 
and dollars for imports will go to this country, Canada, and Latin 
America. Some of their imports from other parts of the world will 
be in there, but in the main their imports are from the Western 


Plntepiere ; ; 
Mr. Javits. Can you give us a schedule of that, so we will know how 
much we are poing to get back? . 


Mr. Bisseca. I can do that. ; : 

(‘The information requested has been supplied for the executive 
session record.) 

Mr. Vorys. Just a minute. I do not gather anything like you 
gathered. I gathered $400 million was a mistake. 

Mr, Javits. I think T understand it. 

Mr. Bissyis. The $400 miflion was a mistaken figure Mr. Javits. 

Mr, Javits. What about the $4.2 billion and the $4.7 billion? 

Mr. Bisset. Tamsorry. ‘That is the figure for gold and dollars. 

Mr. Vorys. ‘That leaves 225, 

Mr. Javits. It. is $500 million. 

Mr. Vorys. He had $4.2 billion to $4.7 billion, which equaled 225 
additional gold imports, 

Mr. Bisset. My subtraction is wrong again, Mr. Vorys. That is 
$4.250 to 4.775. Those are the correct figures. 

Mr, Javits. As [ understand it, they are buying different things 
that take more gold and dollars than they had to use before, although 
the aggregate has only increased $175 millicn, the things for which 
gold and dollars are needed have increased $500 million ? 

Mr. Bissrxi. That is correct. Generally, as to the composition of 
Europe's iinpoits, I think the committee knows they are predomi- 
nately food and raw materials. It is for that reason that an increase 
in imports is neéessary if there is to be a general across-the-board 
expansion in industrial production. 

‘he reason is, in short, if there is to be more industrial production 
_in Europe, Europe has to import more raw materials. Most of this 
increase is in raw materials rather than in foodstuffs. 

A second consequence of the increase of the rearmament process in 
Europe, the increase in production that we believe to be necessary to 
sustain it, and the diversion of resources and of goads to military 
purpose, is to limit the possibilities for an increase in exports in 

Sturope. 

Specifically, rearmament wil] directly divert and use economic re- 
sources that would otherwise be available to produce exports. The 
examples of that are clear. 

Rearmament means, among other things, large domestic orders for 
the metalworking industries in those countries, as it does here. 

Those so-called engincering trades have been among Europe's largest 

earners of foreign exchange. 
* We have allowed for a sizable increase still in the export of tho 
so-called engineering industries, notably from Germany, where there 
is unused capacity. But_in most of the countries of Europe; those 
exports cannot inciease, they cannot even be maintained. 
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Moreover, rearmament will indirectly affect the ability of Europe 
to export, mainly because rearmament is going to generate inflationary 
pressures in the European countries, as it does here. 

Those inflationary pressures, which in specific and concrete terms 
simply mean a seller’s market within the European countries, obvi- 
ously will suck resources into their domestic markets and make it 
much more difficult to maititain exports. 

Mr. Carnaian. Let me ask here if I get you straight. Is the pur- 

to reduce exports or just prevent the exporting of the extra pro- 
duction that you are aiming at? 

Mr. Bissrus.. Substantially, sir, we believe this will prevent the 
export of the additional production. Actually, and I will try, Mr. 
Vorys, to quote my figures with a little less confusion this time, we 
believe in terms of constant prices, exports from the whole group of 
countries will decline, but only from $8.2 to $7.9. In other words, 
about $300 million. 

Alt of that decline is substantially accounted for by the United 
Kingdom which, as you know, is not a recipient of any aid. If you 
are to leave the United aon out, there is in fact a small increase 
of exports, This is to all destinations outside Europe itself. 

If you turn to the gold and dollar trade, the decline in exports from 
this whole group of countries, including Britain, is from $2.450 billion 
to $2.380 billion, a decline, you see, of $70 million. 

. Leaving out England again because it is not proposed that that be 
a recipient of aid, the decline is much smaller. It is from $1.422 to 
$1,406 billion, 

What we are allowing for here, and hoping, is that the European 
count can substantially maintain the physical volume of their 
ex 

he continental countries will slightly increase the physical volumd; 
the UK will slightly decrease the volume. But the facts which I have 
mentioned would prevent what weald otherwise be a substantial 
increase. 

Mr, Cuirerrteio.. I have not gotten beyond the first paragraph of 
that document. Under I, National Accounts, int8rpret to me that 
last ve “1 divided by 0a divided by base year.” What does that 
mean 
_. Mr, Bissett. It means the figure in line 1 for gross national product 
divided by the figure in line 9a, which is employed labor force, and 
that in turn put in terms of an index to show the change in output 

rman, 

Per. Curperrietp, “2, net foreign balance on current account in all 
currencies.” . It says, “Total, plus is deficit; minus is surplus.” Read 
the last line of that, “Resources received from plus or contributed to 
minus OPC, 6b (2) .” . What does that mean? 

Mr, Bisseci. Mr. Chiperficld, there are no figures on line 2b, and 
I think we could drop that entirely out. On 2a, the first line of the 
figures that is actua Wy here measures the deficit or surplus in the 
total foreign trade of these continental countries. | 

There is a reason, which I think is not too illogical, for saying we 
-Will call a deficit a plus. - We are considering this as a measure of the 
inflow of goods added to these economies.“ 

Therefore, when they have a trade deficit, which means they are 
importing more than they are exporting, jit means we, or somebody 

; : : } 
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else, are adding to the total goods that are available for rearmament 


and other purposes, ; 

And for this particular purpose we have shown that as a plus item. 
It is an increase in the total volume, the total flow of goods and serv- 
ices that can be used for-various purposes. 

Mr. Cuiprrrrevp. I graduated from Harvard, but I guess I was 
only exposed to it. 

Mr. Vorys, Can I ask a question? There are two tables here headed 
at the top, “Internal accounts projection, amounts in million dollars, 
footnote 2.” One starts out, “{iross national product, base year, 1950- 
Bl, 133,460; 1051-52, 140,516 ” and the next page starts out, “Gross 
national product,” with the base year 1950-51, 99,668 and 1951-52, 


103,701, 

“Bhat 103,701 figure is the figure that lings been used in other 
tables we have been furnished to compare with the figure of 330 
which was estimated for us. 

Mr. Bissri1, The second of the two tables you refer to, sir, covers 
the non-NATO countries. ‘The first one covers all of the participating 
countries, 

There is under footnote 1, on each table, a list of the countries cov- 
ered, The first table includes Austria, Germany, Greece, and Turkey, 
all of which are omitted from the second table. Of course, Germany 
is the Jargest and most important of those that are omitted. 

The two tables are parallel in every respect, but they cover the two 
sets of countries, 

Mr. Vorys. Is the first one, roughly, ECA, and the second, 

NATOt ; 
- Mr, Brsseny. That is correct, sir. There are certain ECA coun- 
tries that are omitted even from the first table, notably Portugal and 
Sweden, because aid to both those countries has been suspended. 

For that reason, we thought it was not necessary to include them 


rere. 

I would like to continue and complete very briefly my initial re- 
mar : 

I think I can summarize what I have said about exports and im- 
ports in this fashion. The specific and concrete purpose of economic 
support ta these European countries next year. is to enable them to 
expand their imports by the amounts that I have indicated. Unless 
this is possible for. them they will not be able, we believe, to achieve 
the general increase in production that I have also referred to in these 
figures; and we believe that rearmament will be impossible. 

One could put that in more generat terms and say it is to enable 
these countries to draw on the resources of the rest of the world to 
add to their own. I prefer the concrete form of statement that I 


haye used. 
: In my esplanation of this point, I have, I think, passed over what 
is really the basic question on which you will have to pass a judgment 
in deciding whether our estimates are accenabie or not, that is, the 
question why it is the Europeans cannot do more out of their own 
resources, ew ; 

Concretely, why is it they cannot take more out of their own con- 
sumption or more out of their own investment! Why cannot they 
do more of this by simply diverting the flowof goods and services in- 
stead of expanding production as a whole? 
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There are, pitied three reasons, I believe, why they cannot do more. 
I think these are the crucial points in this case. ; — 

First of all, in certain countries Specially although this applies in 
some degree to all of these countries, we believe it would be impossible 
for them to cut cons:mer goods production below tho general levels 
here indicated without having serious internal inflation, with all of 
its inevitable consequences. : ; A 

The countries ta which this particularly applies are France, Bel- 
gium, Germany, and Italy. 

The circumstances, of course, vary from country to country, You 
will notice, if I may refer again to the one table I have been referring 
to, that we believe these countries are going to have to increase thoir 
budget deficits. This is shown in lino 13 as a total for all of them, 
from approximately 3 billion in the year just ended to nearly 514 
billion in the new year. ; ; ; 

Naturally, that judgment about the increase in their budget deficits 
rests in turn on a judgment about the amount of money they can col- 
lect in taxes, : 

As you will see from line 12 of that table, we believe they can _in- 
crease their tax revenue from $30.7 billion to just under $3+4 billion. 
That figure for 1951-52 is going to be about 24 percent, or just under 
a quarter of their gross national product, taken in taxes, 

t is equivalent in this country to about $75 billion of taxes, al- 
though, of course, the figure is not perfectly comparable by any 
means with merely a United States Federal tax figure. Ido not want 
C suggest itis. That will give you some idea of the order of magni- 

ude. 

It is our conviction that for a variety of reasons, which I think are 
better discussed country by country, that this is about the practicable 
limit of the taxes that can be raised in these countries. And, therefore, 
to build their expenditures up as much as shown, their budget deficits 
will have to increase in the fashion indicated. 

Not only is that an important factor in the inflationary situation in 
these countries, but there is another that is related to it. In especially 
the four countries that I have mentioned, France, Belgium, Germany, 
and Italy, there is going to be either a sizable increase in the num- 
ber of people employed, and that is true of Germany and Italy, 
where there is a lot of unémployment, or there is going to be a sizable 
increase going beyond that in the number of man-hours worked, and, 
therefore, in wages paid out, - : 

In both Belgium and France, there is considerable concealed unem- 
ployment or underemployment. People are going to be working 
longer hours. People are going to be drawn. from agriculture into 
industry. Very probably agricultural income iri those countries will 
be higher. ‘ Therefore, given limitations which exist, I submit, gen- 
tlemen, in any democratic country, to the éxtent to which taxes can 
be used to hold down the increase in consumers’ income, and takin 
into account, especially in these countries that I have mentioned, o 
increases in consumers’ incomes that will come about eyen if there 
are very small wage increases, we believe that heavy inflationary pres- 
sure is going to.be generated.“ -- =. 

- It is be teally for that reason in two of thd,countries, Germany and 
Italy, that we belieye we cannot get a large expansion in employment, 
and a large expansion in production that we project, an increase in 
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total production of 10 percent in the case of Germany, and 5 percent 
in the case of Italy, that we cannot get those increases without a sizable 
increase in consumer income and a significant increase in per capita 
consumer income, te. 

Broadly spenking, the result that we hope will be accomplished in 
especially those countries is that the standard of living of the people 
now employed will be held just about level, and that the increase 
which appears statistically as an across-the-board increase in those 
countries in their standard of living will reflect merely the effect of 
compensation for longer hours, and mainly of the reemployment of 
labor that is now unemployed. 

Bricily, then, the first point is that if the countries achieve the re- 
sults that are embodied and described in these illustrative figures 
they will have gone to approximately the limit of their ability to 
refinance rearmament without disastrous inflation. 

What inflation has done in Europe since the war, I think all of 
you know pretty well, 

The judgment I wish to express is not what is in the interest of 
these countries, and not what is a matter of fairness and equity, but 
that it is not in our interest. if we want them to rearm to try to drive 
them to financing a scale that will mean serious inflation internally. 

Tho second point I want to make also has to do with the standard 
of living. It is that oven if the standard of living could, be further 
cut, for instance, by raising more in taxes, or by the reimposition of 
rationing and other contro s, it is our belief in general that the stand- 
ard of living could not be reduced below the levels indicated in these 
figures without serious danger of internal aggression. 

I think you have already had figures in previous testimony on per 
capita income in these countries as compared to the United States. 
I believe you have already had testimony to the effect that by and 
largo their standard of living has been just about restored to the 
level of 1938. 

You are, therefore, dealing with countries which for 14 years, by 

and large, have had a standard of living part of the time disastrously 
reducec , and ‘all of the time below the level they reached in the late 
1 4 3. . 
. It is because of that low absolute level, and the long strain which 
has been aggravated in these past years by the distortions and the 
maldistribution that follows from inflation, that we believe that this 
also sets a sharp limit on what they can do. 

The third reason why we believe the Europeans cannot do more out 
of their resources is, to my mind, perhaps the most important of 
the lot. I would like to put it this way: We are planning in this 
entire program for the lop pull. In spite of the motives sometimes 
attributed to bureaucrats like myself, I think you will agree that we 
do not want, if Europe is rearmed 2 or 3 years from now, to have to 
have another Marshall plan and have economic recovery all over 
again. 

Moreover, we do not want to get through the military build-up that 
Mr. Ohly and General Olmsted descri yesterday only to find that 
we then have to continue indefinitely supplying, for instances, ammu- 
nition and spare parts in order to keep the Europeans rearmed, 

What we are obviously driving for js a.state of affairs 2 or 3 years 
from now when the Europeans can sustain their own military estab: 
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lishments with rapidly shrinking military aid from us, and where 
they can do so without in the nieanwhile having again wrecked their 


ecoioiny, 

Those are fine generalizations, Whut do they mean specifically t 

What they mean specifically is, first, we believe that the Europeans 
must not be encotitaged to, and must not be compelled to allow their 
capital assets, I mean their physical assets, their agricultural plant, 
their industrial plant, to be used up and go to pieces under the strain 
of rearmament the way it did, and quite properly, during the strain of 
wartime, 

During the war in Europe, in the European countries, notably, of 
course, in England, and here, wo used up our capital assets, We could 
not afford the resources to make good obsolescence and depreciation, 
__ Since the war ono of the processes that has been going forward in 
Europe, as here, has been tho rebuilding of those capital assets. It is 
most Important that the Europeans should not again be under presstire 
to use up their capital; indeed, it is most important they should con- 
tinue to expand their economic base. By that, I mean specifically 
their industrial facilities and their agricultural facilities. 

They have hardly made a dent in making up the need for housing 
that was not built during wartime. We do believe during these years 
immediately ahead the Europeans should set a very, very sharp limit 
on the resources they put into rebuilding their housing, as one example. 
We do not think they can halt thatentirely, - 

Broadly, we believe in Europe, as here, it is essential, if thia is a 
plan for the long pull, if we are not going to be coming back to you 

entlemen for the indefinite future with this kind of a plea, that the 
ropeans not only expand their production for the next 3 years, but 
that they keep on expanding their production for the indefinite future. 
- I believe it is fair to say the general expectation that has been given 
to the American citizen is that if we do not get into world war ITI, 
Wwe are going to have to have some privations for a period of 2 or 3 
years while we are building up our Military Establishment. But at 
the end of that time we will have so expanded our total productive base 
that we can maintain the necessary military strength in being, and 
again enjoy a steadily rising standard of living. 

I bélieve the Europeans have to have that same hope held out to 
them; that if they do not, the danger that we are courting is—I will 
not call it by the overdramatic term “internal aggression”-—a state of 
moral in Europe so low that their real value to us as allies is largely 


It is for that reason that we feel that the process of building up 
of Europe's physical assets that that must not be too sharply inter- 


at, in fact, we have provided for is a continuation, at ap roxi- 
mately the rate of the past year, of investment in Europe. Within 
this level of investment Europe must begin to provide facilities to 
produce spare parts, to produce ammunition, and to gradually begin 
to expand itd production of heavy militaty equipment. 

_ All of that military investment we belleve should be met by cut- 
_ backs in nonmilitary investment. But, broadly speaking, we think 

’ that that fs as fat as the Europeans can safely be pressed, not in their 
interest, but in our own Interest. 
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I am sure the bearing of these points on the need for aid is obvious 
toyou. But tet me sum it up this way: In our own strong interest the 
Europeans stov'd expand production, which means more imports of 
fuel, raw materials, at least the same imports of foodstuffs. 

It is clearly not desirablo that they should be compelled to save on 
imports in the ways that they could, by cutting their diet, by cutting 
imports of feed, which would cut agricultural production, or by the 
very drastic cuts in the standard of living which would be necessary 
it they were going to save on imports of raw materials in that way. 

It is clearly undesirable that they should be under pressure to ex- 
pand exports at the expense of a drastic cut in their capital invest- 
ment, which is what I have just been talking about. 

Therefore, to phrase what I have stated here, the purpose of our 
economie aid is to enable the Europeans to import on the scale and 
to export on the scale that will allow them to rearm, and at the same 
time maintain their diets, maintain a minimum standard of living, 
and continue the expansion in their production. 

I would like to end this, sir, by saying I think there is a slightly 
negative sound when you are talking about where can the Europeans 
cut back, why can they not cut back more; why is it we have to step in 
and jnaintain their ability to import; why cannot they earn nfore for 


‘themselves? 


I want, therefore, just to mention two or three things which I would 
call the aflirmative expectations that we have of the Europeans, if you 
like in another sense, aflirmative purposes of this program. 

Broadly we think that in our negotiations with the Europeans con- 
cerning the provision of economic aid, and I would suggest even of 
military aid, we must assure ourselves that they will take approxi- 
mately, roughly, the dolly ine steps to niinimize the burden on us and 
to maximize their own contribution: 

We believe they should limit any increase in the standard of living 
effectively to that required by reemployment, or the fuller employment 
of their working force. 

_ Wo believe that given an effort of the magnitude we have here out- 
lined, they have to tax, to restrict credit, to impose controls, if they need 
to, to whatever extent necessary to control inflation. / 

We believe they must agree to limit the uses of scarce materials and 
and seurce items like machine tools just as severely as we do in the 
United States. Also, they must act as decisively as we do to channel 
scarce materials and essential items like machine tools into essential 
purposes, 

Mr. Gorvon (presiding). Will you pardon me just a minute, Mr. 
Bisset]? Mrs. Bolton, maybe you will want to wait until we have to 
oto the well. We-have someone watching and you will be notified at 
tho proper time, 

Mr. Bissrrt. Iam just about through with this. We believe the 
Europeans must limit the increase in their imports to an increase 
substantially less, as the figures I quoted earlier suggested, than that 
which ono would normally expect from the increase in production ih 
Europe that we hope for. 

, An spite of the pressures of rearmament orders on their engineering 
industries, and in spite of raw material shortages, the Europeans 
should substantially maintain their total exports to the rest of the 
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world, and their export earnings which, of course, is the complete 
opposite of what they would do under the pressure of wartime. 

is, concretely, is the kind of management by the Europeans of 
their total resources that, generally speaking, should be the condition 
of their receiving substantial aid from us. ; 

If they are successful in managing their resources in this fashion it 
is our view that the results will be—the results in terms of production 
and in terms of tHeir trade and in terms of their military expendit 
and buildup will be of the sort that we have discussed and outlined 


today. 
Weil, Mr. Chairman, that is a good breaking point for me. When- 
ever the committee wishes, I think I should touch on the point, if you 
like, of unfinished recovery business, which I had just mentioned 
yesterday. I will glad to mention figures on that but it may be better 
0 feetpons that until we are in the course of piestloning. 

{r. Gorvon (presiding). I believe we will have to adjourn right 
now to answer our roll call. As I understand it we will continue 
when we get through answering the call, and will meet again here. 

Mr. Javits. I think there is a resolution on the floor which we should 
be present for. 

Mr. Gorpon (presiding). That is right. We will have to adjourn 
then until about 2: 30. , SG 

Mr. Herter. I wonder if we could meet at 2 o'clock. 

Mr. Gorvon (presiding). Will you be back here at 2 o'clock? 

Mr. Bisserz. Yes, sir. 

Mr. Gorvon (presiding). That will be fine, Then we will recess 
until 2 o'clock. * 

(Whereupon, at 11:25 a. m., the committee adjourned until 2 p. m. 
the same day.) 

AFTERNOON SESSION 


Tho committee reconvened at 2 p. m., Hon. James P. Richards 
(chairman) presiding. 

Chairman Ricmarps. The committee will come to order, please. 

I will call the attention of the committee to the fact that these aid 
estimates have been numbered. T think we will be able to find our 
place a little better now, The staff has attended to that. 

Mr. Bissell, will you continue your testimony? I am sorry I did 
not hear all of your testimony this morning. : 

Mr. Brssrin. Mr. Chairman, may I say I just spoke to our general 
counsel, who, with some of our staff, was numbering these, and what 
he said to me about the state of disorder of these papers was worse 
than anything the committee could have said. 

would like to apologize on the record for putting what was really 
a batch of working papers before you. I hope from now on, or on 
other occasions, this will not happen. 

Mr. Furton. I move those remarks be stricken from the record. 

Charman Rictarps. I move that the remarks be taken down. 

Mr. Bissrzz. I will speak to only one other point, Mr. Chairman 
which is on the question of how much.of the economic aid propose 
for next year can properly be said to be a cobtinuation of the Marshall 
pian and recovery, and how much of it is in support of rearmament. 

Chairman Riciarps. Now you are getting down to what I want to 


know. : 
i i 
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Mr. Ciurrrrieto, During the recess I discussed a point with Mr, 
Bissell, whether we could use counterpart funds to pay for some of 
the military items. ; 

You remember a witness the other night suggested that. He said 
that he would comment on that situation. 

Chairman Ricitarvs. Maybe you would like him to comment before 
he goes on to the other. 

Mr, Ciurerrieco. It is along the same lines. 

Chairman Ricuakrps. It is along the same line? Maybe you had 
better answer that first, Mr. Bissell. 

Mr. Bissetz. Mr. Chairman, I discussed this is-a little with Mr. 
Chiperfield. I think his squsetion goes to the heart of the whole prob- 
lem of bringing about and securing a full use of European productive 
facilities to lessen the burden on our own. 

I hesitate to recall to the members of the committee some of your 
questions on minesweepers, and whether we could not make fuller use 
of European shipbuilding. 

The answer is, of course, we could do that. I mean, there is unutil- 
ized shipbuilditg capacity. Mr. Chiperfield’s question went to other 
items in other countries, but I think it goes to the same principle. 

I feel there are several moves but two in particular we should make, 
beginning. immediately, to try to secure a full use of this capacity. 

$y the way, I would like to say to you, sir—this is my own view ; Mr. 
Ohly may have another view to express—we should plan, beginning 
very promptly in the year, to use some of the funds that are appro- 
priated to provide end-item aid to Europe for the purpose of making 
purchases of military end items in European countries. 

There are two items that General Olmstead mentioned yesterday, 
ammunition and spare parts, to which I think that is peculiarly 
applica’ 

think all of us believe that the European countries could produce 
more of those items physically. That does not mean the limitations 
I outlined this morning do not apply to their ability to finance 
them, the extent to which we could expect them to carry this out of 
their own resources with the drain on their resources, but physically 
there is no doubt they could produce more. 

I for one would like to see us begin immediately, or as soon as we 
can, to use some of our end-item funds to procure such items as a part 
of our military end-item aid in European countries that have excess 
ee Daclty, 

| would like to point out to vou by so doing I believe we could make 
some net saving in our aid to these countries. 

If, for instance, we go to Belgium and ag 9 a contract for $20 
million worth of some military end items, the Belgians are going to 
have to use a portion of that money, gnd it is very difficult to guess in 
advance how much of it they will need, to import the raw materials 
they need for their production, perhaps to buy some machinery over 
here that they need for it, or possibly just to import moré general 
commodities to offset the increase in incomes that are paid out in the 


process, 

But there is very little doubt in my mind that the Belgians would 
not need to use by any means the full $20 million in my illustration 
for that purpose. 
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If we place a contract for, say, $20 million, that involves them in 
additlonal joreles exchange costs of, let us say, $10 million, and then 
the other $10 million can be a net saving, because the Belgians would 
require that much less economic aid ag a result of this transaction. 
In other words, they would be selling $20 million worth of goods for 
dollars, and half of that could result in a net saving of economic 
assistance. ' 

We, of course, would take that into account, and should, in economic 
aid going to Belgium. That is one thing we ought to do. 

That is not directly responsive to your question. I think there is 
another thing we ought to do. Asa matter of fact, we propose to 
start this immediately, even if we have another continuing resolution 
for the month of August. © 

I believe in quite a number of these countries, not all of them, for 
reasons I will mention, we should make it a condition of grantin 
allotments of economic aid, that the counterpart funds be earmarked, 
I would > preferably for use by the North Atlantic Treaty Organi- 
zation itself for the procurement. of certain military end items. | 

Chairman Ricuarps. That is not in the proposal wé have before us 
now, is it? 

Mr, Bissern. I am not sure that that would not be permitted by 
the proposal you do have. 

Chairman Ricuarps. That is what I wanted to know. 

Mr. Bisseun, I believe it would be permitted. I believe one addi- 
tional amendment would be required. 

Chairman Ricuarps. It is permitted, but it does not earmark, say, 
the counterpart funds fot a percentens amount? 

Mr. Bissett. No. What I am proposing is that we should begin 
to do this under that permissive authority in our negotiations with 
the countries, 

Chatrman Ricitarps. Under this permissive authority! 

Mr. Bissrix,. Yes. Perhaps something further would be necessary. 

Chairman Ricitarns. You do not want to make it mandatory? 

Mr. Bissets. I will come back to that ina moment. At least, this 
is what f think could be done and should be done. 

I would like to see us insist—the United States Government as a 
whole—that at least some part of the counterpart of our economic 
aid should be deposited by these countries in a central fund that 
would then be used to expedite military procurement in Europe for 
certain specified end-item programs, 

; Again, my proposal would be that—I think this is General Olm- 
sted’s business rather than mine—we concentrate on these programs 
of ammunition and spare parts in Europe, using both dollar funds 
and counterpart funds. 
: My hope is that {if we combine these two actions we could secure 
‘a very much fuller use of European productive capacity. Tf we did 
it carefully, we could accomplish that result without unduly increas- 
ing the burden on our allies. 

might point out even in this use of counterpart there is a real pos- 
sibility of some net saving in our bill, for in this way we can induce 
the countries to pay for more military production out of their own 
resources than is presumed in these figures. Then, again, there could 
be some saving in the end items that we supply them. 
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I would like to give this warning: Rightly or wrongly, and I assure 
you without any authority or encouragement from us, most of these 

uropean countries are counting on using a good deal of the counter- 
part they hope to get next year to ease their budgetary problem. 

If, let us say, the French Finance Minister has counted on getting 
$200, or $300, or $400 million from us in dollar aid, and in gettin 
the counterpart to count against his budget, and if we now go and te 
him that he cannot use it for anything in his budget but that he will 
have to use it for additional expenses, that will in fact be an added 
burden on that country, and he will so regard it. 

If you say, “Should we do it anyway?” my answer is a very simple 
one. In some cotintries where I think the load is less than they could 
afford to take, we should insist on it. 

When _we run into a situation in one of these countries for the 
reasons I discussed this morning, we dare not in our interest try tc 
put a heavier load on them, then I think obviously we should not 
try to do it in this way. 

(Discussion off the record.) 

Mr. Bissrra.. Sothat would be my present very rough guess, there are 
countries where we ought to try to insist they use counterpart for this 
purpose, in addition to what they are now doing in their budgets, as 
distinguished from the countries where that would be somewhat 
dangerous. | 

I repeat, to sum up, I think these two devices together, placing 
some counterpart in a central fund for procurement in Europe for 
military items, coupled with some use of our dollars that are ear- 
marked for end-item procurement, to procure in Europe, I think they 
would both get a better use of European facilities and promise some 
net saving to us, 

Mr. Chairman, if I may, I will finish up with this point, on what 
is unfinished Marshall-plan business, and what is support of rearma- 
ment. 

I think I can cover this very quickly, and put some figures in the 
’ record for you. : 

Chairman Rrcnarps. Let me ask this, because that is so important, 
and we have been trying to get at it for a long time, could you segre- 
gate the amount of economic aid, as such, the amount to be used for 
military production and the amount of your estimate—there is some 
in the middle there that I do not see how you could es See itisa 
kind of floating thing that you might use for either. If you could 
just tell us about those things, I would appreciate it. 

Mr. Bisseuu. I would be glad to give you some figures. May I ex- 
plain them this way? I know that other witnesses have told the 
committee why this is a difficult division to make. It is a difficult one 
to make even in theory qnd concept. I will not enlarge on that. 

The only way I know to answer this question is to give you my 
estimate of the amount of aid these countries would require, if they 
were not rearming on any larger scale this-year than they were last 
year, 

‘ May I just warn you of this fact: The results of the Korean War 
have done two things to these countries. . 

They have imposed on them a rearmament burden, which I have 
been talking about and others have to P hes for days. But you must 
remember that has also enormously affected the problem of selling 
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exports. The reason that Europe is selling a lot of stee) in the United 
States today, scrap, certain nonferrous metals, and the like, is because 
we have a boom here that is largely the result of our own rearmament 
and, therefore, the whole problem that we had before you 12 months 


ago of how do the Europeans expand their sales has been largely 
- §0 ved. . as 


Chairman Ricwarps. I am sorry to interrupt you there. I want to 
say there is a vote on the rule for the tidelands bill. : 

Mr. Bissetu. The figures that I am going to give you, sir, are these: 
The aid that these countries would require if the boom we were 
having in this country last summer had continued—in other words 
if they had a food strong market in the world as a whole outside o 
Europe in which to sell their exports. 

Chairman Ricuarps. I will tell you what they will want on the 
floor. They will want an estimate or how much would be in each 
category of this bill, of the gure wehave here. __. 

Mr. Bisseiz. Let me give you these figures, if I may, and then try 
to explain them. 

As I say, this is my estimate of what these countries would require 
if they were not rearming any more than last year. The total we 
would estimate is $672 million. 

I will read off, if I may, the figures. I will compare them by 
countries, 

Chairman Rionarps. The $672 million, is that economic aid? 

‘Mr. Bissrzr. Yes, : : 

Chairman Ricirarps, For military production? 

Mr. Bisseut. No. 

- Chairman Ricuarps. All overt? 
Mr. Bissetn. That is the total Marshall plan kind of aid. If we 
were having the fourth year of the Marshall plan, with favorable 
market conditions in the rest of the world, I think we would be ‘asking 
you for $672 million. : 
I would like to give it to you by countries. 
_ It is $145 million for Austria. That is exactly the same thing as 
is before you. If you want, you can interpret that as saying for all 
practice) urposes all the aid to Austria is unfinished Marshall plan 

usiness} B30 million for Denmark. Nothing, by the way, for Bel- 
gium, as against $50 million in the bill before you. 

I might say, I do not want to take the committes’s time for an 


 éxtended comment, but Denmark has one of the highest standards 


of living in Puree, and is therefore suffering to a very small degree 
from certain kinds of strains, They have run into serious difficulty 
in marketing their exports, and that is why we believe they need more 
than half the aid we are proposing. 

The next figure, $50 million for France, as against $200 million. 
‘ By the way, in the.case of both Denmark and France, it is our 
view that after this current fiscal year, 1952, they would not, in the 
absence of rearmament, need any further aid. 

Germany, $100 million, as compared with $175 million in the pro- 

1 before you... The reason that Germany would need that much 

is that if there was no rearmament Germany could build up her exports 
and dollar earnings quite a lot more than $s shown in these figures, 
'- You must offset against that the fact that we would have very much 
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smaller United States military dollar disbursements and expenditures 
in Germany than are allowed for in the figures that are before you. 

In the case of Germany, they would have earned more by selling 

oods outside their borders, but they would have earned quito a lot 
fess by acting as host to the United States military forves, 

The next is Greece, $175 million, as compared with $250 million in 
the proposal before you. In tho case of Greece, I think the whole 
comnittee is familiar with the reasons why that is one of the most 
acute economic problems and I will not enlarge on it. 

The fact that Greece has to maintain as large a military establish- 
ment as she does at present, and has to give up or halt the demobiliza- 
tion of her armed forces, is basically what accounts for the difference 
in the 250 which is before you and 175 figure I have just quoted. 

For Iceland, $8 million, which is the same as the figure before you, 
There, again, I would say the problems are really Sittle affected by re- 
armament. 

For The Netherlands, $60 million, as compared with $155 million 
in the present proposal. There, again, the point that I think should 
be mentioned is that The Netherlands had a big population increase. 
They have lost a very rich dollar-earning possession since the war, and 
we pliexe that is one of the most intractable peacetime trade problems 
we face. 

Nothing for Norway. For Trieste, $4 million, the same as in the 
bill before you. 

Turkey, $2 million, as against $70 million. 

In the case of the $75 million for Italy, and $25 million yor rary 
I would say that those two figures have this in common: They wou d 
he needed in the absence of a major military effort in those countries, 
not so much for an acute foreign exchange problem as to permit a 
continuation, at least through the current year, of some capital de- 
velopment, agricultural development projects in southern Italy, and 
in Turkey as well. 

Chairman Ricuarps. Will you compare those funds last year and 
this year? 

Mr. Bissris. Italy was 275 in the figure which is before you, and 
75 if there was no rearmament, 

The total is $672 million, unless my addition is bad. 

Mr. Chairman, I-would like to add one more word on this. I would 

uess that some of the committee members may have this question 
in mind. Suppose we could have gone through the fourth year of a 
peacetime Marshall plan with this sum of money—where would we 
ofan oY ae end of this new fiscal year, the terminal date of the Mar- 
shall plan 

-I will answer this by saying, in our view we would still, beyond the 
scheduled end of the Marshall plan, need to provide some aid to Aus- 
tria, Greece, Iceland, and Trieste, unless it were completely incorpor- 
ated in Italy-—— 

Mr, Cutrerririp. Will you comment on Iceland? Where is there 
a need in Iceland for $8 million 

Mr. Bissrin. I think, Mr. Chiperfield, the problem in Iceland is 
almost wholly what I would call a peacetiine nonrearmament problem. 

Briefly, I would say-two things have happened to Iceland. As a 
result of our wartime expenditures there, their standard of living was 
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raised rather sharply to a level which I do not think they can sustain 
in the long run out of their our resources. And other dislocations 
were introduced that they have never coped with. 

Another thing, it is a country that has lived entirely on fishing, and 
since the war they have had only one good herring catch. ‘They have 
had tnore competition fn that industry.’ The industry is 1 one-crop 
industry for the country. __ . ; 

Mr. Cuuprrrieid, If those crops continue bad, are we going to con- 
tinue Marshall plan aid every time they have a bad fish crop 

Mr. Bissrti. What we are doing is pretty nearly that. My answer 
to you would be that I profoundly hope if we had our Marshall plan 
and no rearmament we would not go on into the indefinite future with 
that country. ; 

There are certain specific projects on foot that we hope over a period 

of years would enablo them to pay their own way. I also have to say 
to you that I think this ig a very, very difficult political problem— 
put it this way—an economic problem that gives rise to a political 
problem with overtones of f strategic problem. 
- There is an element of:continuing relief which, in the absence of 
rearmament, would have to go on for some years in that country until 
we could build up wholly new methods of producing wealth or until 
they could gradually shake down their standard of living. 

t may be that our policy as a Government should be to discontinue 
that sharply and force an economic readjustment. I do not particu- 
larly want to express an opinion. I am sure you can imagine as well 
as I can the kinds of issues that that choice would raise. 

Mr, Foxton. Is it: not 4 fact that we vitally need those bases in 
Iceland, so we look at that first and then we must do the things that 
will keep Iceland goin y regardless? . 

Mr. Bussetn. I think, Mr. Fulton, that is exactly what the situation 
is. - But I do not want to try to pretend to this conimittee that if it 
were not for that issue, if we did not have the situation in the world 
as we do politically and militarily, that it would be justified in our 
self-interest. It might be as charity. 

(Discussion .off the record.) ; 

Mr. Bisseiu. I started to say, Mr. Chairman, that for the year after 

this current fiscal year, after the scheduled end of the Marshall plan, 
it is our feeling that aid would be required for Austria and Greece 
on a considerable scale, and on a modest scale for Iceland, Trieste, and 
possibly some for Germany.and Italy. 
‘ I will go into the figures if you want to, but the major part of this 
18 a8 follows: The rough figures we have put down are $100 million 
for Austria, $100 million for Greece, probably $25 million to $50 
rnillion for Italy, $5 million for Iceland, $3 million for Trieste. It 
is véry hard to say what the German position would be. 

-E think the members of this committee may remember that in almost 
all testimony for the past 2 years we have emphasized our fear that 
at the end of the Marshall plan, even if it were hy our standards pretty 
successful, there would be one, or two, or three very weak economies 
in Europé that would require continued support beyond the end of 
the Marshall plan, even if.we did not have the rearmament problem. 

«I: think this is 4 somewhat academio discussion because we are 
facing a different situation. I want to say to the committee that the 
original enterprise could have been tapered off. 
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You understand I am not suggesting tiis would have been the basis 
for continuing a European recovery program as such. at oe 

As I think Mr. Hoffman and others have testified in previous years, 
iy fecling is if we had an Austrian problem, a Greek problem, Lae 
sibly an Italian problem, that matter would have been handled as 

‘separate issues on a continuing decline scale, if the Congress had 
decided to go ahead with that at all after the Marshall lan. 

Can I come back to your question? You said that what you really 
want to be able to state is, How much of the funds we are proposing 
can properly be said to be for recovery purposes. : 

I have to say, sir, that I cannot give any better answer or any dif- 
ferent answer in figures than I have already given. 

In Austria it is rappily simple and clear; in Iceland the same. I 
am saying virtually the whole amount of money we are proposing 1s 
for recovery purposes. : ; . 

Chairman Rroraros. All right. If I were against this pro al 
and just out of the fifth grade, instead of the eig ith grade that I did 
get out of, and I were down there on the floor, the first thing I would 

asked, when I said, “Yes, we are winding up Marshall plan aid: 
most of this stuff is economic prediction for military purposes,” would 
be, “How do you figure that? What do we do? ‘This.1s neither fish 
nor fowl.” 

You have that no-man's land in there. Somebody has to give us 
an estimate of what this stuff is, whether it is to support the military 
‘program or whether it is bona fide economic aid unrelated to the 
military program. If we do not, we are going to be in the hole. 

Mr. Bisset. May I take a specific case, Italy, for an illustration, 
_Mr. Chairman, and give you as straight an answer.as I can. 

I have given you now two figures. We are requesting $275 million 
for Italy in the proposal before you, and I said a few moments ago 
‘that we thought that $75 million would be needed if there were no 
-rearmament going on in Italy. 

May I take this asan example, and explain the meaning of those two 
figures? ‘The figureI think you ought to use isthe $75 million, What 
Tam eye is if Italy did not have to increase its military budget, if 

it did not have to devote metal to its fabricating plants, some of the 
-output of its st<el mills to producing ordnance items, trucks, vehicles, 
andthe like, if it did not have to expand its budget and its budget 
deficit, and therefore develop inflationary. pressure inside Italy, if 
it did not have to shift quite a lot of manpower into the army, and in 
Italy as in the United States I am sure they eat more in the army than 
out of it, if Italy did not have to do these things, they could get by 
with a smaller amount of imports, and certainly with a good world 
market could expand their exports over the pauls we have shown. 
_ What I am saying to you 1s that between the savings on imports 
‘and the larger earnings through exports they would be $200 million 
better off if they did not have to do the things that you mean by 
' Kearmament, : : . 

Therefore, I think the most honest answer that I could give to that 
_ question about Italy.is that the Italians would need $75 million purely 
for economic purposes not connected with rearmament. 
nee your load.on top-of that, taking account of all the cut- 
“bac s ae 7 ‘ 
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Chairman Ricwarvs. Could you not do the same thing for every 
count : ; 
Mr. Bissett. Then you can use the figures I have given you. I 
think that is why these figures are as good as any that I could give you. 
I simply say this: suppose we just take one factor in the Italian 
situation.. Suppose an Italian soldier eats more bread, as-I am sure 
he does, than the Italian civilian on the statistical average, you can 
say that some of the increase in imports is attributable to the increase 
in the size of the Italian anh. : 
Chairman Ricnarps. Mr. Battle, will you take the chair? 
’ Mr. Brssexy. I think the fairest way to answer the question that the 
chairman posed is to say for just that reason. And if you pick out 
that-one commodity as an example, X milliom bushels at X dollars 
and that is what you contribute, it is the increase that can be charged 
against rearmament. ; 
“When I say that 
Mr, Herren. Will you yield at that point? Would it not be 
possible for us to get a table with three sets of figures on it? One 
would be the total amounts that you propose for that country; second, 
what you would call straight economic aid; third, the balance for 
military aid; and finally, another column showing that country’s 
total military contribution. 7% 
It seems to mé that would be 9 good comparison. 
Mr. Brssext. We can easily do that. 
Mr. Herrer. It would very easily be understood, I think. | 
Mr, Bisset. I probably seem to be ping to complicate this point. 
I think I have to explain the difficulties that I face. And if you 
have to deal with this on the floor, all of you will have to see the 
clear and honest intellectual basis of this. 
It is very hard-to slice it and say that so much of the wheat is 
going to Italy for the army. -You could. find that figure out and 
measure it. That would not be a fair and honest figure. The best 
I can give you in terms of total aid, and this: would be trne in terms 
‘of commodities, on both the import and‘export side, if we could carry 
‘the thing that far, is to say this is the extra part which results from 
‘the acceleration of the rearmament effort in this country. 
Mr, Oury. I would like to have Mr. Bissell bring out a point that 
May hot be. clear from what he has already said—the fact that white 
you' may say that $76 million is what Italy’ w6ild-require for 'eco- 
hoitiic purposes if there were no rearmament effort, without the entire 
$276 million Italy would not be able to reach the level of rearmament 
‘effort which has been set as a target. — D3 1 os 
4 rofunthat would say pia ies sonst cont the reat 
ent effort that ise ‘g88 of putting thjs money m the pot. 
; “Mr, Bikers. May ee it fn these words: Age ie asking for ry qin 
- ‘of monéy and propost ‘a set Of actions ‘next year that represents 
‘full recovery, that is, all the things that: would have been done in the. 
ima year of the Marshall plan with rearmament piled on top ‘of 
. oe i ostidenpiada proposing, } Y thin it would A ag ‘to 
pay for Europe, us ‘we have had to say for this coantry, “When we 
: ats tg remanent top, a ‘good Neat of the reedtery staff had 
Yr, 6 : a> ns cs mes Port | 
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We are not proposing that. The whole program that is before you 
represents what is the result of those cuts in what you could properly 
call recovery activities, the maximum feasible cuts, and then rearma- 
ment put on top of what is left... : . : . 

‘_ Let me make that very concrete with a couple of examples of what 
I mean. . ; . 
If we had a fourth year of the Marshall plan, I for one would-have 


‘hoped that in that fourth “the-standard of living would have 
risen by perha couple of percent moreall the way across Europe 


A coupe of" 


would have meant 
a coupleof billion dollars’ w rtlref goods and services pouring out 


of Eurépean factorigs;m{nes, and farms for the coneumer. 
If ¥e had a foufth y of the Marsball plan, we ould have been 
-abl 0 put theentire amount of money, or the Europeans would have 


rt 
e to put-tha e t of mortéy shown in these tables 
foy capital investment, i “pyrel Vln tel veep t, a lot more 


info housing. | 


| {As I saig¢’this morfing, what we t ; 
whole of their militgr fayeétnrent #ato come out of futs in their 
ww FT 5 . 
efnphasize to you that we are not 
plus a li j ic addition of shmething else 
hat lieve is that the Euro- 


u could 24 
peaks have to cut back in’ mprpyvement of their standard of liv- 
ing, and in some countriés cit it back absolutely. They have to cut 
down {heir peacetime investment; the ve to save on nonessential 


imports; they have-te live with some.domestic infldtionary pressure; 
they haydto put controls on the use of scarce matofials. 

. After ites have done these things and puton top of what is left 
rearmament, that is the picture we have tried to present to you. 

Mr. Herren. a purely economie foint of view let us take the 
-case of Italy again. You- million in economic aid is made 
essential because of the armament effort. . 

You are asking that the $200 million be spent by the ECA for that 
purpose, or its successor organization. Let us assume that from 


in fac rot is that the 


-purely military funds or offshore procurement of military end items 


or spare parts, or something which would ordinarily have been in the 
tallan budget to have been done by the Italians, we should pay do)- 
lars, . , 
> Would not the economic effect be the same, say $100 million, as if 
“you put $1 million i except with the loss of the counterpart which 
‘would be reflected in thé bddgetary requirement of the Italian Govern- 
‘men oo yo 
Mr. Bissext. I think the answer is substantially “Yes; it would”; 
emphasizing your proviso that we spend $200 million for items that 
would otherwise have been in the Italian budget. 

May I try, to describe the difference in the two processes this way: 
Tf jhe eneral went with $200 in his pocket to spend in Italy, what 
in fact. he, would do would he to go to the bawk of Italy and buy lira, 
:and he'would then go around With the lira and place his contracts. 
-.. That is the normal process of international trade. It has seemed 
: tp us that with respect to the question you pose, the choice is between 

uying lira with free dollars and then spending the lira or providing 
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the dollars under tho procedurea that wo have developed in this 
Qovernment whoreby wo havo some control over tho way tho dollar 
are used, and then as a successive operation having somo control over 
tho way tho counterpart is used 5 that is, tho lira, 

My own feoling ia that tho Inttor of tho two procosses gives us mom 
effective loverage to accomplish what wo want to accomplish in tho 
country than the othor. 

J would like to suggest to you, if 1 may, that thoro aro still other 
vatiants, For instanco, if tho Pontagon wero sponding this money 
wo could mako certain conditions about the way (hase dollars were to 
boused by the Italians. 

On top of that wo would havo the counterpart, lira, to spond in 
Italy. Stilla third way would bea variant. of what we aro doing now. 
Wo could say wo are going to spond $200 million in aid to Italy, that 
tho counterpart instead of being & pervent doposited to United States 
account is going to be 95 percent to United States account, or some 
largor porcentage, so wo could have a moro direct contral over tho 
counterpart. Pam sure you will recognize those are all variations, 

Tboliove that tho economic effect In tho broad senso of the term 
would bo oxactly tho same. I think the seal quostion which IT would 
liko to suggest that the committes consider is what technique mnong 
theso several posaibta ones gives us tho groatest leverage in sccuring 
the result wo want; that is, in getting this whole problom worked out. 

Mr. Heater. 1 fully understand your point in wanting to control 
greater sogmonts of tho economy by doing it this vay. 

Ag you know, and 1 think all of us realizo it, tho actual letting of 
contracts for military 1s has been going very slowly. ‘The arma- 
ment industry of Europe is building up vory slowly, 

Might it not be a spur, considering this iz a Kecurlty effort, to get 
somo contracts let preity quickly and the payment mado in doltars in 
order to get the machinery and production in the armament industry 
under way faster than it is going nt the presont time, 

Mr. Bisaris. I think that nay be a spur, sir. [think my own opin- 
ion is that that can bo accomplished in éther ways. 

_A fow moments ago I outlined some epecial measures wo are con- 
sidering at this point, which involved in part sponding dollars in 
exactly the way you have suggested, and in part requiring tho coun- 
tries ta mark counterpart for certain agreed expenditures. 

Mr. Henter. My fooling is that the machinory as it is set wp in 
Europe is so cumbersome that there will bo ¢remendous dolays before 
agreement is roachod between the various components unless responst- 
bility is centered somewhore, 

General Orstetev. Wo are doing oxactly what you euneest, just 
gettin it under way. Initially it had beon dono almost solely for the 
‘United States forces’ requirements there. Now also the procurement 
of end-item p mea with collar contracts will be, 

Mr. Herter. 1 had heard you were doing that. 

Mr, Bisszt.: You conditioned your question to me on tho assump- 
tion that -we, the United: States Government, go in and spend monoy 
for things that otherwise would be in the country’s own budget, 

As I am sure you are aware, if pou go beyont! that, if you begin to 
try to buy goods there -additlonal to what would havo been in their 
budget, then a part of tho dollars that wo spend for those items will 
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bo neaded to pay for the raw materials, components, and the like that 
they have to import to manufacture those goods. 

o long as we ave within tho proviso you stated in your question, 
ait, the answer FE think is that a dollar spont in Italy has tho samo 
broad economic effect as a dollar of aid piven to Inly, subject to this 
reservation, 

{Discussion off the record.) 

Mr. Ramcore, Do Eundorstand Mr. Horter is advocating in order to 
et these nations to produce arms for their own troops that we give 
ron an additional incentive by giving the Freneh and Ttatian manu 

facturer collars for it instead of franes and lire? 

Mr. Hetrer, Yor, 

Mr. Ruucore, ‘That iy going to bo n very, very tough proposition 
to jam down peoplo'’s thronts if thoy reach a stage wher thoy will only 
do this for themselves if thoy get dollars from us from tha ECA, 

Mr. Werrer. Tam merely inquiring if that process is not taking 
place with all ony troops abroad in Europe. ‘There isa lot of procure. 
mont. in Murope itaclf. Twas asking about. the effect on the country’s 
economy itself, and which method of procedure was likely to get the 
army moving the faster from the point of view of the end results. 


T undorstand we are all driving at gelding, Enivopo to tke care of her. 


self in time through the building up of ita ewn industry, ‘The ques- 
tion is whether dollars spent. today to pot moving and moving fast 
might not. be better than giving it in-an indirect way and providing 
raw inaterials and providing dollars for component parts, and things 
of that. kind, for tho segments of the economy, Twas wondering: if 
it might not bo better poing dircetly to the heart. of the thing. 

Mr. Rintcoye. In other words, if country XN were proposing a 
$275 ,000,000 outlny and we were going to do this with $176,000,000, 
will wo cut their ECA down to $100,000,000, or give them $275,000,000 
Ayes plus tho additional sum you are going to spend in dollars? 

fr. Herren. Tam conditioning the amount on the amount that is 
being spent. in dollar needs by the military for military procurement, 
because that is useful to the over-all economy of the country itself, 

Mv, Braseis. May T make ono point, Mr. Horter? 

Mr. Heater. Yes, 

Mr. Bisavig. 1 took it for granted what you had in mind in your 
question to me waa the procedure whereby tho United States Govern. 
mont would, as ina normal foreign trido transaction, go to (ho cen- 
‘tml bank of tho country and-buy its currency, and never pay dollars 
toa manufacturer dirvetly, Tam sure you are aware that especially 
in quite a number of the European countries thera would be tho great- 
est dangor in actually paying (ho dollars to the producer. 

Mr, Urerer. T did not have that in mind, but T assume that. is tho 
way tho mililary are operating today in prying in the local currency. 
_ Mr. Brsstaut, I am-sure it is. Could T make two other comments, 
since you raised this general and exceedingly important. pointé 

T am sure you realize ono of the major complications with it. As 
T already testified, I think this ought. to be dono: That. is, we hold 
out somo of the dollars that are proposed in this whole bill for pur. 
chases of end items in Europe for the European countries, and that 
to the extent of at least a part of tho funds so utilized there will bo 
& not saving in the total required. Ihave already testified to that. 
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Having said that, I think the committee should be aware that we 
cortainly do not want to release in any one of these countries a kind 
of competitive process whereby a United States procurement servico 
operating right down to the individual company lovel—the individual 
‘supplier level—is competing with tho local European procurement 
service. 

I do not pretend to know anything about procurement. techniques. 
That is not the point to which I am speaking. My point is, if we 
are trying with one hand to push the Italians to spend a lot of money 
themselves in Italy, much more than $200,000,000, and if in the mean- 
while we are coming in to spend $200,000,000, tliat obviously creates 
problems in coordinating the two sala ag programs in Italy. 

Mr. Herter. You have that problem at this moment—if you do not 
‘mind my interrupting—in the procurement offices over there now. 
You have the military procurement. offices in Europe now. Those 
oftices presumably are dovetailing their operation in conjunction with 
the local military missions, the country teams, the ECA, and the 
Ambassador. TI presume those are all being coordinated on tho spot. 

Mr. Bissrzz, I did not mean to suggest this was a fatal objection. 
That is why I said Thad alveady expressed my own personal belief it 
should be done. Frankly, I think the point I just made is tho reason 
why this ought to be done within certain rather limited programs. 
The popes that is currently being consjdered is to do this on a 
sizable scalo for ammunition and spare patts. ‘There are good reasons 
why those should have a first priority. 

What is being done is not limited strictly to those fields, but I think 
the coordination problen) will be made easier in that way. 

The other point I am sure you also have in mind is that ray do not 
want to create a state of mind in government in Europe that if they 
cat back and wait that we will come in and do their procurement 

or them. 

Again, a reason why the United States procurement program in 
Europe needs to be pretty sharply defined at an early date and then 


- adhered to is so that we will not encourage the Europeans to sit back 


and wait for us to do even that part of it we are still relying on them to 
do themselves. That danger is a real one. 

Mr. Heerer. That is known as disincentive, 

Mr. Bisszin, That is correct. I tried to avoid the ugly word. 


‘STATEMENT OF JOHN H. OHLY, ACTING ASSISTANT DIRECTOR, 
OFFICE OF INTERNATIONAL SECURITY AFFAIRS 


Mr, Onty,. That goes back tp, a. premise you put in your question, 
Mr. Herter, that this procurement would be in lieu of things which 
they would otherwise include in their own budgets, 

Mr. Henrrer. It would be dollar procurement. 

Mr. Onty. Dollar procurement for things which they would other- 
wise cover in their own budgets. 

Mr, Hegtez. That is right. ee 8 
_ Mr. Ony. When you. get to pi point, unless we have a desire to 
guide production into particular lines and carry certain particular 
. types of prodyctiop, you ah the real danger that there will he a dis- 
incentive to including all of the moneys in their local budget that they 
should for the various purposes that ¢ ey should. 
Mr. Vorys. Will the gentleman yield? 
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‘Mr. Henrer. Yes. I think T was questioning out of turn. 
‘Chairman Ricuarps, Mr. Vorys, go ahead. 

Mr. Vorys, ‘These figures have been presented to us on the basis that 
Europe has to have this if they are going to rearm in order to live 
somewhat in the style that we have accustomed them to live. Tt seems 
that if we simply sent u check over there toOEEC and said, “Now, here 
is enough to balance exer y ning up, and you fellows divide it up,” 
or if we sent x check to each country, the result would be the same and 
we could save about $53,000,000 in administration, 

If it does not make any difference where it goes in and it has got to 
be poured in some place, I think that follows. 

hairman Ricrarps, You would have to create a bank to pay it 
out. 

Mr. Vorys. No. You would not have to creato a bank. 

Chairman Ricitaros, You have to have somebody to do the count- 
ing of that. 

teneral Onmstep. They might even be willing to come and get it. 

Mr. Vorys. No. According to ee eat as long as it is poured in, 

it does not make any difference which end it is poured in. 


Mr. Vorys. As wo all know, there aro some thoughtful people - 


who havo suggested that wo do substantially that. If wo are goin 
to give them monoy to balance up their budgets, and so forth, we coulc 
just hand it over to them and save on administration costs, 

Mr. Reece. Would you permit an interruption? 

Mr. Vorys. An interruption to my interruption?! 

Mr. Reece. In the third degree. 

Mr. Vorrs. Yes. 

Mr. Reece. I was not able to be prem yesterday morning, but 
T took time out at noon, at the risk of security, and took the hearings 
downstairs and read them. In reading that testimony of yesterday 
morning that was the very problem that presented itself to me. In 
reading it and summarizing more or less in your mind the testimony, 
it seemed all that they needed was dollars to balance things up. 

That gets back around to the question I have raised a time or two at 
the risk of being monotonous, about what the money was finally being 
used for, and a breakdown as to its apr lication: 

Mr. Bissetz, May I comment on that? 

Chairman Ricnarns, Yes. According to Mr. Reece’s and Mr. 
Vorys’ observation, maybe you do not want to seo them with these 
dollars buy crackerjack and pop corn and fireworks, but we want to 
have some say-so about what they are going to do with this money, 
and see that it is interwoven in this plan with the Mutual Security 
Program. 

Go ahead. ; ; 

Mr. Brsserz., That is substantially the point. We were talking 
about Italy and I might, just pick that as an example Next year it 1s 
our estimate that Italy will earn—talking about its foreign trade in 

old and dollars only—it will earn some $400,000,000. It will spend 
that together with the $275,000,000 that we have proposed for aid. 

I think the central point is that.we care a great. deal what those 
dollars are spent for. Jf the dollars are just dollarsn the bank and 
not te be used there ‘would be no use. for them and no possible sense 
in providing them. But the central point is that I for one care what 
they do with the $400,000,000 they spent out of their own current earn- 
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ings, just.as I do with what they do with the $275,000,000 that we 
are proposing the United States Government should furnish them. 

I not only care about those $675,000,000, roughly, that they will 
spend for those goods and services they will have to import and pay 
‘for in dollars—I care somewhat less, but a great deal about the other 
goods they import, and I also care what the Italians do with their 
manpower and their own steel production. They have some sulfur 
production, and I care what they do with that. 

My concern; and I think probably the concern of the United States 
a5 an ally of italy, must be with what they do with all of the goods 
that they import and all of the goods that they produce. 

Now, I do not pretend for a moment that we should try to exercise 
or that as an ally of that country we could in fact exercise a tight 
contro}, because without taking over the Government of the country 
that, obviously, is impossible, 1 do say that there is nothing gained 
whatever in satisfying ourselves that the ““X” dollars, whatever the 
sum is, which we give the Italians, go, let us say, for machine tools, 
copper, aluminum, petroleum, or stecl, all of which can be traced 
through to military end items. 

There is nothing accomplished by satisfying ourselves of that if 
‘the $£00,000,000 that the Italians have earned and are spending out 
of their current carnings are going for juke boxes, luxury items, high- 
priced automobiles produced in the United States, or any one of a 
number of other items of the same sort. ; 

I say that because if that should be the situation then “X*—what- 
ever number “X.” is—obviously is too big. The only way we can bo 
sure that we are not giving any more than is necessary to permit them 
to rearm is to be sure that they are-making as tight a use of their own 
dollars and the rest of their foreign exchange—and, I repeat, their 
-own productive capacity—that they are applying the same standards 
that we are applying to the goods that we finance for them. 

_ There are many mechanical ways that could be done, but that seems 
to be tho nub of this problem. 

Could I just say this one more thing? 

Chairman Ricianrps. All right. 

Mr. Bisset. I trust the members of this committee realize, of course, 
that we have made estimates of the total imports of each of these 
countries for this forthcoming year, as well as the figures for the year 
just ended, for comparison. In this formidable mass of tables before 
; you there are estimates of imports in eight commodity categories, and 
by sources, for each country, that bear on what I have been talking 
‘4 out. ‘That.is the total imports of the country, and what they are 

oing with their total supply df foreign exchange. ; 

- We can, of course, give you a great deal more detail and testimony 
sthan the eight-eategories. Most-of those we can break down a good 
deal further, if you wish us to go into that detail. We are able with 
-regard.to each of those and the subcategories to tell you why we think 
‘the figures should be the ones that are here before po ; 

I would-be delighted to discuss that either in the aggregate for all 
of these countries, or country by country. That is a pretty detailed 
:gubject, bué we are:glad to do it to whatever extent the committee 


“So T'do not want you to think on the question of total flow of goods 
into these countries that all we have calculated is that they need so 
many dollar, and we do not care how they spend them. 

i 
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Mr. Jupp. Am L at liberty to ask a question, Mr. Chairman? 
Chairman Riciuarns. Yes, Dr. Judd. ; ; 
Mr. Jupp, Mr. Bissell, do you find in actual practice that sometimes 

this kind of situation develops? The best elements in the countries 
we are helping prefer to have your agency there to insist that the 
money be spent in a certain way, because they are subject to political 
pressure the same as officials are in ovr country, and your presence 
there permits them to say to their own people, “Of course, now, we 
would like to spend it for some of the consumer items that you just 
mentioned, but, after all, this is American money and these ECA 
fellows are tough, so we have to keep on the beam and see that it goes 
either for economic recovery or else for military purposes, whichever 
the case may be.” 

Do you find that to be your experience? ; ; 

Mr. Bissrzt. Absolutely, sir. I think it is true in every single case. 

Mr, Jupp. And tho weaker tho government is, the less secure it is, 
the more it needs such moral backing by the United States and its 
agencies? 

Mr. Bissyns. Exactly that. Exactly that. 

Mr. Jupp. That is in line with my experience. 

Chairman Ricitarvs. Are there any other questions? 

Mr. Vorys. Going to Germany—that is page 62 the way it is now 
- numbered—F found that you have estimated an increase of, as I figure 
it, $103,600,000 in food and agricultural imports, and $275,000,000 in 
industrial imports from the dollar area, or to be correct, $265,000,000 
in food and agriculture and $275,000,000 in industrial imports, which 
is about a half-a-billion-dollar increase in imports into Germany. 

Of course, nothing is on our chart for the military for Germany. 

I wondered why that tremendous increase for Germany in this 
coming year? 

Mr, Bissriz. Can I give part of the answer and then ask Dr. Fitz- 
gerald, who is here, Mr. Vorys, to give the other part? 

Mr. Vorys. Yes, 

Mr. Bisset. The figures, as you have them before you, the grand 
total for both food and agricultural and industrial imports comes 
to 3,215 and 3,755 for the two successive years. That is on pages 60 . 
and 62, Iam quite sure they are the same figures you have. 

Mr. Vorys. That is right. 

Mr, Bissrun. Of that amount approximately $300,000,000 of the in- 
crease represents price increases. If you took the $3,755,000,000 figure 
which is on page 62 and the grand total and expressed that in terms 
of the same prices we have used for 1950-51, we estimate it will be 
approximately $3,414,000,000. In other words, just about a $200,- 

000 increase. 

Now I would like to ask Dr. Fitzgerald if ho would talk to the point 
of that specific increase in German imports. 

Dr, Frrzorrarp. Congressman Vorys, there are two reasons for the 
increase-shown in the imports for the Federal-Republic of Germany 
in 1951-52 as compared to 1950-51. One of the reasons is the general 
increase in the level of industrial activity in Germany which, as the 
committee will remember, lagged behind recovery in the other parts 
of Western Europe, and really only got under a full head of steam 
about the middle of the 1950-51 fiscal year. 

The second thing is the impact that that increase in production and 
in productivity: has upon the demand for consumer goods. 
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Mr. Bissell has mentioned that in the case of all the European coun- 
tries we expect some increase in per capita consumption growing out 
of increased employment. In Germany we have had a large unemploy- 
ment in the past, and we expect it to be substantially reduced in 1951- 
52. In addition, as you ladies and gentlemen all know, the continuing. 
and very sharp increase in German population, both growing out o 
the birth rate in the country and because of the continued fleeing of 
people from the east to the west, will increase requirements. 

In the case of agricultural commodities—— ‘ 

Mr. Vorys. Just a second. I would have thought that the increase 
in industrial activity, unless they were selling everything at a loss, 
would mean an increase in prosperity—I thought that in all cases 
the increase in industrial activity, and production, was a good thing. 
pone does that mean that it increases the drag on us for mate- 
rials? - 

Dr. Frrzaeratp. No, sir. Not at all. The increase in productivity 
and the increase in activity in Germany is reflected in these figures 
to which you had reference, sir. This is not a balance-of-payments 
table. These are just gross import figures. Mr. Bissell can give you 
the declining aid figures that come out of the improvement in the in- 
ternal situation in Germany. 

Mr. Bissezz, Can I just mention them, sir? 

Mr. Vorys, Yes. 
Mr. Bissztn. They are on page 59 of this group of tables. There 
you will notice that German exports in all-currencies are expected to 
rise from $2,710,000,000 to $3,495,000,000, or about $785,000,000, if I 
am not mistaken, That in absolute terms is considerably more than 

the increase in imports. , 

The increase in receipts and services is proportionally even greater, 
that is, from $186,000,000 to $247,000,000. 

_ If you take the balance of trade and services with the world as a 
whole it improves from a deficit of $673,000,000 to a deficit of $506,- 
000,000 for the reasons just indicated. 

’ If you go to what is called in line 9 on page 59, which is the balance 
of payments, “The net balance of payments,” taking into account also 
other factors, including the expenditures for the account of United 
States troops in Germany, you will see that the deficit for the year 


just ended 1s cut by a third as we go to the new year. Of course, the 


amount of aid proposed is cut more than in half. 

So in the particular case of Germany there is & very marked im- 
provement expected in spite of the factor that I have referred to 
several times. ‘ 

. We are pulling a lot of people back into smipleyment in Germany, 
and that is one of the cases where I think inevitably more goods and 
services will have to be consumed. You cannot reemploy as many 
people as that—and, to be exact, our estimate is that the numbers 

of employed will increase by 1,200,000, which is over a base of 21 ,000,- 
‘ employed in the labor force the last year—you cannot get that sort 
of an increase in employment. for reasons I have explained, with- 
"out some increase in consumption. 


However, in auite of that, we do expect this improvement in the 
foreign balance that I hava just mentioned. | 
Mr. Vorys. But if there is an increase in employment and an in- 
crease in consumption in a country where there Is at present no mili- 
iar: Ls 
i 


/ ‘ 
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tary program, I cannot see why that would increase the cost or the 
economic deficit for Germany from 100,000,000 to 175,000,000. 
thought with these vast increases in food and agriculture that maybe 
they were just going to live better. If they are not going to devote 
any of their economy to armament, well, I cannot figure it out then. 

(Discussion off the record.) 

Mr. Herter. Mr. Chairman, I would like to ask the general a 
question. 

Paice Ricuarps. Mr. Herter. 

fr. Herter. Yesterday, when you were showing us the table of 

priorities which you had up on the mantelpiece you indicated there 
were three or four categories of priorities that came ahead of the 
MDAP program, as such. It does not make any difference how much 
money we put into this bill for end-items, to be supplied under the 
STD AY progr, does it? That relationship of priorities will still 
remain 


STATEMENT OF BRIG. GEN. GEORGE H. OLMSTED, DEPUTY 
ASSISTANT CHIEF, G-4, DEPARTMENT OF THE ARUY 


General Otastep. Yes. 

Mr, Herter. The money has nothing to do with it? 

General Otamstep. That is right. 

Mr. Herter. In other words, somebody in the War Department 
or the Pentagon determines when tanks come off the production line 
or when guns come off the production line, whether they shoul 
potoa ebay Rein or Korea, or to Indochina, or to a pool some- 
where, or the MDAP program, the one wz have in Eurvpe. Now, who 
makes that determination in the Pentagon? 

General OLusteEp. Well, now, the requirements of the United States 
forces are made up in the respective services by their supply people. 

Mr. Herter. Yes. 

Discussion off the record.) 

eneral Otatstep. That is medium tanks. If the amount of funds 
available to us does not permit us to buy that many tanks, then we 
do not produce them. . 

So the question of the priority of allocation is only one factor. You 
have to get the tanks in production. Otherwise they wil] not be there, 
irrespective of the priorities that might be established for them, un- 
less you were to take them away from our own forces. 

’ Mr, Herrer. But I am asking you who in the War Department 
makes the determination as to where these sha}l be sent? 

General Otststep. As to where they shall be sent? 

Mr. Herver. Yes. 

General Otsstep. Pardon me. I did not understand, 

Under the Joint Chiefs of Staff there is a Joint Munitions Allo- 
cating Committee, made up of the chief logisticians of the Army, 
Navy, and Air Forces. They have the final say, subject, of course, to 
the review of the Joint Chiefs of Staff. 

Within the services, taking the Army for an illustration, there is an 
Army Allocations Committee that meets periodically and reviews the 
requirements, the resources, and makes the division in the light of the 
priorities as established by the Joint Chiefs of Staff. 

Mr. Herter. Then, when the allocation is made for MDAP, it be- 
comes a bookkeeping operation and a particular tank is charged 
against that appropriation. Is that correct? 
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General Oxststen. Substantially you are right. I think in detail 
it is handled a \ittle bit differently. I think the procuring service is 
the Chief of Ordnance, who buys the tanks, makes the bookkeeping 
operation out when he places the order; but the actual delivery is then 
controlled at the controller's level as to how nearly your appro- 
priation has been complied with, or fulfilled. 

Mr. Herter. Then at the time you place the order for the tanks 
you cannot tell what the final disposition of the tanks is going to be, 
ause your order of priorities may change in the interim period? 

General Ousesrev. That is right. Because of ‘he method in which 
our funds come to us we have a sort of complexity of bookkeeping 
there—which may be the point you are thinking about—where we get 
some funds for tanks through a United States Department of Defense 
appropriation, and some funds for tanks through the MDAP appro- 

iriation. . 

P Mr. Herter. Can you expain this to me then? You see that. chart 
or those two charts, [ think, showing us how much of the 1950 billion 
dollars roughly had been spent, and how much of the 1951 had been 
spent. There were identical items, or almost identical items, on both 
of those charts. 

General OtastEep. That is right. 

Mr. Herter. On the 1950 chart nothing had come up to 100 per- 
cent. I think nothing had come up to 100 percent, However, on the 
1951 a certain amount had ben spent in the same categories. 

_ Who determines from a bookkeeping point of view that they do 
not oi up to 100 percent on 1950 before you charge something against 


General Oratstep. Thosa were general categories in which quite a 
number of different types of items would be involved. For example, 
the general category of smal! arms would include rifles. It would in- 
clude submachine guns, carbines, .30-caliber machine guns, .50-caliber 
’ machine guns, mortars, and so forth, so that whereas there might be 
an unfinished allocation in 1950, it might be a different individual 
item from the allocation that was made in 1951. 

do not know whether I have said that plainly enough, but to be 
specific, take an 81-millimeter mortar on the 1950 program. - That 
might not have been allocated up to now because of the shortage of 
ammunition to go along with it. So that will show as an unfinished or 
uncompleted allocation against the 1950 program. At the same time 
rifles, which are in relatively plentiful supply, might be allocated 
against the 1951 program. ; 

Mr. Herter. You have broken here the 1950-51 appropriations into 
separate categories of items then. 

General O_msrep. Yes, sir. 

Mr. Herrer. Entirely. 

General Oxmeren. Yes. 

- Mr, Herrer. You cannot spend the 1950 money, even if you get an 
excess somewhere else, that is, you could not spend the 1950 money 
on that excess in a given category. ’ 

General Otmsrep. It is not so much a question of spending the 
money. You see, the obligations and commitments of the funds have 
already been accomplished. ; j 

Mr. Herter. It is a question of your programing then? 

, General Otxeren. It js a question of the delivery of the end item. 
j . 


i 
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_ There is one other limiting factor that might seem to uccount for 
the imbalance there. That is, we only send these items forward to the 
country after being advised by our mission in the country that the 
country is ready to accept it. that there might be an actual supply 
of the items available here, but our mission on the ground might say 
they have not activated their unit yet, so do not send the unit equip- 
ment until it is ready. ; ; 

Mr. O'Hara, Could I add one thing? There is also in the 1950 
program quite a number of stock materials which require repair and 
rehabilitation, On the material which is put under way and in repair 
and in rehabilitation and obligated for, at the time the Korean hostili- 
ties began it was found to be necessary for that to be used for Army 
purposes. At that time an equal amount of material was set aside 
from Army stocks that had not yet been repaired and rehabilitated. 
It involved a slowing down of the 1950 program, but it resulted in 
availability for our emergency needs of materials that would other- 
wise not have been in existence in a state of readiness if it had not 
been for MDAP. 

I think that is one important thing that has resulted in some non- 
delivery of 1950 material. 

Mr. Rusicorr. I want to ask Mr. Bissell a question. 

Chairman Ricttarps. I want to ask some questions on that. 

Is your question on this feature? 

Mr, Risicorr. No. It is on another matter, Mr. Chairman. 

Chairman Ricirarvs. We will come back to you then, Mr. Ribicoff. 

Talking about end items, tanks, for instance, the committee noticed 
when it was in Europe that certain NATO outfits were crying for 
tanks. As I understood you when you testified yesterday, you said 
from the time that these tanks were programed you figured it would 
take 10 months before you would have the tank off the line. 

General O_ustep. That was the reorder lead time before we coutd 
get the first one. If the volume of reorder, let us say, was for 3,000, 
we get the first one in 10 months. 

Chairman Ricuarps. The tanks you are furnishing now were pro- 
gramed when? ‘ ; 

General Ouststep. The tanks we are furnishing now were sub- 
stantially all programed in 1950, although there were a few in 1951. 
They are not the new tanks that are being produced now, but are 
tanks that were World War II vintage tanks that had in most in- 
stances to be rehabilitated, that is, to be taken out of reserve, rehabili- 
tated, and then delivered. 

Chairman Riciarps. Were you talking about the fact that’ you 
could get that tank out in 10 months on the basis of the facilities 
that you have for manufacturing tanks now, or the increased and 
expanded program f 

eneral Outastep. No. That is on any existing facility. If we 
went, let us say, to Cleveland to reorder tanks from the Cadillac Co., 
we would not get the first tank—the line is running now and pro- 
ducing tanks, and that will run out at a certain date, I think some 
time early next spring, when they will deliver the last tank under the 
current order. If we did not place a reorder 10 months ahead cf 
the time the last tank is delivered on the present order, then there 
will be a let-down in that line and a gap in delivery. 

Chairman Riciarps, There is an expanded program now to meet 
tank requirements over there. Were you taking that into considera- 
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er oF was that on the basis of the approved requisitions of 1950 
or 195 

General Ouarstep. All of the figures that I showed you were in 
terms of our complete facilities today. . ae 

Chairman Ricuarvs. Then after all, in your tabulations, according 
to the way you have to have stig prograined and ordered and put 
in the ppeline, and all that sort of thing, there is not much difference 
to you between 1950, 1951, and 1952? It is just a continuing program. 

eneral-O.tustep. That is right. 

Tho point I want to make there, thougt, Mr. Richards, is that 
unless we place these reorders—here is a line already tooled up and 
already producing tanks. Unless we can place those reorders 10 
months in advance of the time we expect the delivery of the first item 
‘under that order and unless we have that much time, then there will 
bea gap or let-down in the line on the production of it. 

Mr, Cuerrriztp. Are you making use of the tanks at the arsenals? 

General O_amstep. Yes, sir. 

_. Mr, Cuirerrieep. The last time I was up at the Rock Island 
Arsenal, which is in my district, there were an awful lot of tanks in 
that arsenal. a: 

General O_mstrp. I see them quite frequently going by there my- 
self. All of our medium tanks, we will say, that are combat-worthy 
for any type of terrain, are being rehabilitated and put into the 
stream now, and put into the program. - 

Chairman Riciarvs. Did you want to ask the general a question, 
Mr. Ribicofft 
- Mr. Rrstcorr. No. 

Chairman Ricwarps. Mfr. Vorys, ; . Bt oo 

Mr. Vorys. Do you mean to say in a tank factory, for instance— 
and I went through the Chrysler plant during World War II—if they 
had an assembly line that was all set up and they had the employees, 
and if you wanted more tanks, then do you mean you would have to 
tell them 10 months before you wanted those additional tanks? 

General Otmertep. Yes, sir. : 

Mr. Vorys. Why? ; 

General Ousstep. Well, the principal delay is on steel. An- 
other very complex delay is on the subcontracting. Take this Cadil- 
lac plant producing there at Cleveland. We have to tell them 10 
months ahead of time that we want an added tank in order to get it, 
because their stee) reorder lead time is that difficult, and their sub- 
contracting problems are that difficult, Those are their principal 
bottlenecks, and their principal difficulties. 

Mr. Vorys. On their steel reorder it does not take 10 montlis to 
make the kinds of billets or plates that they need for a tank, does it? 
I mean, Charlie Wilson has priority and allocation powers, and if 
you need more steel for tanks it does not take him 10 months to give 
that tank factory a priority and an allocation of the kind of steel you 
-need for a tank, does it, in order to get the'steel theref 

General Otatetep. The steel people will tell you it will take 10 
months to make delivery of the steel fabricated in the right form. 
Of course, there are many other things, as you know, that are creating 
demands on our steel production. _ ; 

When the Cadillac Co. goes to its steel supplier for its stee] order, 
it does not come off the top of the next day’s production. It has to 
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take its position along with demands of similar and comparable 
priorities, 

Chairman Ricitarps. I understood about a year ago that the chief 
bottleneck of the tank production business was that they did not have 
the necessary assembly lines, although, of course, they had the steel 
problem thet too. 

So far as that is concerned, that has been overcoine, has it not? 

General Oumstep. That is substantially equipped row, Mr, Chair- 
man. We have four medium tank ‘lines now in operation, and two 
that are substantially tooled up as stand-by plants in caso of a greater 
demand for either more rapid rearmament or war. 

i We have now in being four producing lines and two stand-by 
ins, 

Chairman Riciarps. What would be the best way to cut this 10- 
month business down to, let us say, 6 months? 

General Ouastep. Well, sir, I am not a production expert and I 
will just have to give you a reaction that we get from our production 
people. 

I would say a much more severe invasion of our civil economy. 

Mr. Ristcorr. Right at that point, may I ask a question, Mr. 
Chairman? 

Chairman Riciarps, Yes. Mr. Ribicoff. 

Mr. Rintcorr. [have been very interested by the fact that the mili- 
tary have become such economists as to the problems of running a 
civilian economy and a defense economy side by side. 

Now, Mr. Bissell augments it in his testimony today with the 
statement that what we are going to do is not disrupt anything, but 

o ahead for 3 years, approximately, and then we are going to have this 
ull production and a full standard of living, and at the same time get 
our military production. 

Is this not one of the greatest delusions that is being perpetrated 
on the American people, for this reason: If we are so ft behind on 
our military production in comparison with the Russians, as was 
testified to here by general after general, then is it not all important 
that we immediately catch up with our military production and once 
you do catch up, then go ahead with keeping on an even balance be- 
tween cvilian and military production? However, first we should get 
the military. Let me give you an example of that. 

You are short of airplane engines. I was talking to some of the 
engineers in charge of the procurement at that United Aircraft Co. 
I said, “What is the problem here? You are so far behind and you 
have all these orders.” They said, “Well, the problem is that in the 
Second World War, in 1940, when war broke out, we were in a 
position where there was a reservoir of labor. We had just 
gotten out of a depression period and we had labor available. - 
ondly, there were strict priorities so we could get machine tools, We 
were in a position where we could get matériel and could work around 
the clock producing airplane engines, At the present time we cannot 
produce them because we do not have labor and are not working three 
shifts. Weare short of machine tools and have to go out in the market 
to compete for machine tools with the people engaged in civilian 
production.” 
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The shook i thing to me is a continuation of that philosophy by 
the military, I can understand why tho civilian groups and Charlie 
Wilson would feel that way, but I am puzzled as to why the military 
does not have a knock-down, drag-out fight on this issue instead of 
playing along. 

Mr. Javits. Will the general also includo in his answer a statement 
on what I understand was a big issuo—and not a fight or hard feel- 
ings—between My. Charles E. Wilson and tho military, wherein 
Wilson said, “Let us go all out. on military production until wo are 
caught up,” just as Mr. Ribicoff said, and tho military said, “It us 
take the middle ground and keep both a peacetime and’ wartime 
economy going.” 

Goneral Ousstep. I must say I am unfamiliar with what you are 
referring to, Mr. Javits. I was not in on this particular discussion, 

This is the problem that our military supply people are confronted 
with: As I showed @n those charts yesterday, we can make sub- 
stantially more tanks than we are making. We do need the tanks, and 
wo need thom badly. If we went to all-out production, rssuming, 
of course, that the powers that be would permit us to do it, and if we 
had the necessary funds to do it, and 12 to 18 months from now wo 
had all of our units and the allied units equipped with arms, then 
what would happen? 

Mr. Riatcorr. ‘Phen you go along and level off to what you think you 
are going to need on a month-by-month basis and go along with your 
production. However, at least you would liave a reservoir a year and 
a half ahead of when you thought you would have it, and then you 
would at least be approaching equality with the Soviet Union. 

Generml Otaeren. Right—which from a mititary standpoint we 
would like to accomplish right now. | 

Mr. Rintoorr. Yes. 

General Onsaren. On the other hand, if 12 to 18 months from 
now we had all the tanks for our unit equipment for ourselves and our 
allied forces, then wo would have all the tanks we needed, and we 
would have to say to our suppliers, “Shut down.” We would then be 
confronted with the problem, if we ever had to get. into production 
again, of reassembling these lines and this labor, and going again into 
full production, and our United States civil economy would follow 
this kind of ele which we fear may be exactly the objective the 
people in the Kremlin would like to accomplish. 

Mr. Runtcorr. Except for this: Apparently the philosophy of Mr. 
Wilson is to build wp other plants to take care of the military produc- 
tion, so that when these are completed you will be able to operate on 
the military and civilian at the same time, 

What I do not understand is why you do not convert as fast as 
possible to military Leesa and give that the immediate priority, 
and then with regard to the supplemental plants that you have, allow 
them to como in on the civilian economy. It is all right to say you are 
worrlec about what the Russians are going todo. We are all worried 
‘about that. ‘That isthe whole purpose of this program, but it is a cinch 
that what you need and need in a hurry is to be armed as fast as you 
can, 

Pee say that I am surprised that the military does not push for 
that. 
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Once upon a time the military had to fight for overything they could 
get. Now you are ina situation where Congress will give you what you 
want generally, and you are the ones stopping it and saying, “No, no. 
Wado not want it.” ' 

General Onststen. That com terol reverses my role at this table. 
A partial mobilization is more difficult than an all-out war to manage. 
That is the result of the problems of manpower and matériel which 
ariso. In overy one of these decisions there has to be the best judg- 
ment of the civil and military leadership as to just where to make that 
dividing line, as to how many tanks, and so forth, we should build this 

car. te will not be all that we would like to have, or all we have an 
immediate need for, but assuming you aro willing to give us the money, 
if we went all out to build tanks and then had (o shut off all our tank 
lines, we would fear that 18 months from now, or 24 months from 
now, or 30 months from now, we would bo in a less strong condition 
than we would be by establishing this rather broad production base, 
but having a flow of end items throttled back so that we can rather 
visualize a continuing period of production over the next 2 or 3 years, 
instead of having all of it now and then a blank period. 

Mr. Rimoorr. If you can plan to do it this way, I do not understand 
why you cannot go up first and then level off, 

Mr, Vorys. Will the gentleman yield? 

Mr. Risicorr. Certainly. 

Mr, Vorys. Is this not a consideration? When I went through tho 
B-24 plant at the Ford Willow Run factory, they showed us 264 
chaiges inade after the contract was let and in production. They 
were kicking about the lack of foresight of the Air Force. 

The Air Force people with us‘said that every onc of those were 
needed iniprovements that they discovered the hard way, through 
combat. It was perfectly silly to have the planes come off the lino 
and not be the kind of planes we could best use in combat. 

_ There was an alteration plant right at the end of the production 
line, to stick on to each plane the things they had thought up since 
it went into production. ; 

Now, I am just taking the opposite view from you in this respect. 
What I am afraid of is that we may have n great, big hump, and we 
might have a lot of stuff that is going to be obsolete a couple of years 
from now. : 

“Mr. Remtcorr. ‘The fallacy in that argument is this: It is just as 
obvolete for the Soviet Union as it is for us. If the Soviet Union is 
building tanks end planes today that they might not use 8B years 
from now, woll, those Soviet tanks and planes are just ns obsolete 
as What we build today. 

If you: have any manufacturing experience at all you also realize 
that there comes some place in your lino of production where you 
must freeze a model. In other words, if you are going to look for- 
ward to the fact that you are going to make constant changes week 
after week, you will never get production. Certainly there comes 
w stage Where although you hope to get a better plane or tank, still, 
after all, af sou are ever going to get this stuff out in mass production 
then some day you are going to have to say;#This is:it for X period 
of time.” If we hag a great reservoir of weapons and time 1 would 
= your theory the general’s theory were absolutely sound, but 
when you are in a position where you are behind the 8-ball, then you 
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are in a position where you must catch up and then worry about re- 
finements and improvements afterward. 

Mr. Javits. Will the gentleman yield for one observation ? 

Mr. Rintcorr, Yes. 

Mr. Javits. Is it not a fact that we are being told constantly that 
the reason we have our necks out a mile, from now until 1953, 1s that 
the military units in terms of personnel could be ready by then, but 
the equipment caynot be ready? Therefore, is the position taken by 
the Defense Department consistent with this situation? 

Chairman Riciarps. General f 

General Onmsren. I just have to give you an opinion in response 
tothat. Of these, let us say, the divisions which I showed you yester- 
day, that would be in a state of complete or partial readiness by this 
time next year, I think to that oxtent we would bo stronger if we 
could equip them completely. If we had the funds it contd be done. 

As to the gap between those divisions and the total of the medium 
defense plan target, there aro somo factors there about tho ability of 
these other countries that have committed these forces, as to whether 
they can raiso them in tho next 12 months. 

Mr. Javirs. You are going to have pressure to cut this bill here. 
One way in which you Yourse f could answe? the argument for cutting 
would be if you say, “We are going to give you more for your money.” 
I wish you would think that over. ; 

In other words, you are going to equip your forces faster than you 
thought. Then it seems to me you might win over a lot of people to 
your side. You might well get the money you ask for if you are 
going to step on the accelerator. 

Previously you have had cuts even on the military aid, and you may 

et them now. One way you could give yourselves a head start on 
that is by stepping on the accelerator. 

(Discussion off the record.) 

Mr. Vorys. Just to refer back to obsolescence for a minute, we keep 
hearing around here that we are going to give this, that, or the other 
country some old P-51’s or P-47’s, and TI can remember when those 
very planes were the answer to a prayer because they would have 
knocked off the P-40’s that. Congress is accused of refusing to appro- 
priate for in 1939 or 1940. In any case, if the Russians have the same 
old tanks and the same old planes that they fought World War II 
with, then God help them. _ 

Chairman Ricrarps. We took Mr. Bissell a little bit off the hook 
here. I thought we would let Mr. Bissell finish his statement, and 
then we will go back to the General a little later. ; 

Mrs, Bouton. I was wondering what the Captain over there had in 
his mind when he got up. 

Captain Asonraretp. I was hoping to say it is all a calculated risk. 
Tf you open up production you are going to increase the cost of the 
equipment, because you are going to have overtime involved, and for 
the same money you are poing to get less goats. 

Mr. Rratcorr. But when you have your back to the wall money 
is the cheapest thing you have, 

Captain Ascuerrrin. My reply to that is that I have a certain sum 
of money right now iri the 1950 and 1951 programs, and that has to 

oas far as it can and get A maximum amount of production. ‘There- 
‘ore, We have to spend it in the most economical way. 
. U 
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Mr. Lanuam. May Task a question there, Mr. Chairman? 
Chairman Ricuarps. Mr. Lanham. 
fr. Laniaxs, In case of all-out war, how much could the program 
be speeded up, and how soon could we then get the necessary equip- 
ment? How quickly could we get it if all-out war came? 

General Ousstev. There is your picture of your medium tanks. 
It shows what the existing facilities could do if you went. to a mutti- 
shift operation. That is your gap. You can see it widens as they 
xet into momentum over the intervening period. . 

The same sort of figures are availablo in all other categories. There 
is your recoilless rifle. ‘Tho orders are running along at this level 
here, and the gap on the multishift basis is running up that way. 

Tho samo thing holds on pour vehicles. Take your combat trucks. 

Discussion off the record.) 

oneral Onsmatep, That is the gap we have which we call our mobi- 
lization base, and which is comparable in the category of aircraft and 
fighter aircraft as well. 

Mr. Vorys, Will the gentleman yield? 

Mr. Lanna. Yes. 

Mr. Vorys. You pulled downa chart that I wanted to ask you about. 
That is this lead-time chart. How much in dollars of your program 
is represented by tho items that have over a 10-month lead time. It 
looks to me like that is the electronics, radio, and radar equipment, 
that. those initials stand for. . 

General Onststep, Could you give them the story on that? 

Mr. O'Hara. The total dollars on those items which do have a long 
lead time beyond the fiscal year ara in the neighborhood of $2,000,000,- 
000 out of your $6,250,000,000. The principal categories of those 
items aro in aireraft and ships, 

Mr, Vorys, How about this stuff for the Army t 

Mr. O'Hara. Electronics is another one, but electronics is not as 
big dollarwise. 

fr. Vorys, That is what I thought. 

Mr. O'Hara. As are the rircraft and ships, that is. 

General Oustep. Your tanks and combat. vehicles in the program 
add up to 38 percent of the program. Motor vehicles are 17 percent. 
In addition to that, artillery is 9 percent. The sum of tfiose would 
be 64 pervent in what you would call the longer lead-time items, The 
balance is made up of ammunition and ‘spare parts and short lead- 
timo items. It is about two-thirds. 

Mr. Vorys. A third of it over a yoar? 

Mr. O'Hara. Yes, sir. 

Mr. Vorys. And another third of it pretty near a yeart 

Mr. O'Hara, Between 6 months and a year. 

Mr. Vorys. Yes, 


General Orssrep. Then I would say this would be a material factor. 


in this consideration, too. If we were to go into an all-out war, wh ’ 
the availability of materials for military purposes would change quite 
materially, Currently we have about 20 percent of our steel produc- 
tion available for military purposes, and certainly that percentage 
would be increased. So that would tend to shorten Your bars on your 
lead time if you got a higher priority for military purposes. 

' Mr. Javitg. Mr. Chairman, I was pein to make a suggestion for 
a check, if it has not been made alreat ys Fhose charts show what you 
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are counting on in the way of production by June of 1952. Can you 
answer categorically that the requests made of us are in exact com- 
pliancs with those chartst 

In other words, you are asking us for the money only to pay the 
bills which will result from the expectations or the forecasts based 
upon those charts, or is it more or lessf : 

General Oustsrrp. ‘The money we are asking from you is based 
exactly on the charts that I have shown you, sir. 

Mr. Javits, And that is as to the expectations up to June 19524 

General O_msten. ‘That is right. 

Mr. Javits. So if we wanted to question you peyoud that, wo would 
have to be in a position to say you are wrong about the production 
capabilities on tanks, for instance, and we can prove otherwise. Is 
that correct? 

Mr. O'Hara. The expectations through June 1952 plus the reorder 
lead timo for the items. 

Mr. Javits. Of course, deliveries would como beyond that time 
when the production lines have a stated capacity according to tho 


chart. 

Mr, O'Hara. Yes. 

Mr, Cannanan (presiding). Are there any further questions? 

(No response.) — : 

Mr. Carnaitan (presiding). If not, 1 believe the chairman was try- 
ing to get back to you, Mr, Bissell. 

fr. Bissetz.. Mr. Chairman, I do not want to talk to the committe 
any more. However, Mr. Vorys had asked a question, which was 
kind of a sampte case, on Germany. -I remember I was very emphatic 
to the effect that wo are very far from taking the position that just 
So you pump some dollars in, regardless of what they are used for, 
that is all right. We are taking the opposite extreme position, that 
it means a lot as to what our dollars and their own dollars and other 
currency are used for. ; 

Mr. Vorys then asked us a question about the commodity imports 

for Germany. We had not gotten that far. 
_ [ want to be sure we have answered your questions or make proper 
arrangements to do so. If you want, the General and I, between us, 
will discuss this item by item, if you care to now, Otherwise we can 
submit material of any kind you wish if that is too laborious a process 
at this time. 

Mr. Vorys. You have given an explanation for the increase in im- 
ports, as to the dollar size of it, that is, because of tho increase in pop- 
ulation and the desire for consumers’ goods, and the increase in prices. 

Now, the thing that was perplexing me was how you could: have 
nothing in a military program. I thought that was merely a fond 
hone and sour German program was based on a military program 

: cipation. 
ie is ‘one oer cucsticy I Haves ae Sone This is the one 
, Always perplexes me. You have $1,518,000,000 of unexpended 
balance as of June 80, 1951, In these tables that you have ican us, 
Bare you dieluged AAA, so that the $1,600,000,000 or the 627 should go 
on top o 
Mr. Breset. We have, sir, in this form. As you realize, most of 
that unexpended balance—I do not have the exact figure in front of 
me—represent funds already obligated. Iam sure you will have no- 
f 
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ticed in all of the so-called balance-of-payment. tables, but T will call 
to your attention the one on page 7, which is the estimated balance of 
payments for I countries, which means substantially the whole 
group—in line 11 you will notico an item, “Change in pipeline.” That 
is in effect. where we have taken care of that oy large sum, which 
represents obligations already incurred for goods that are not yet 
shipped, and services that are not yet rendered. 

ou will notice there is a plus sign, another one of those rather 
baflting statistical indications, In effect, what this means is that in 
the year just ended that pipeline was reduced to the extent of $369,- 
000,000, and wo expect it to be further reduced in the new fiscal year 
by $392,000,000. on 

Whit I mean by saying that the pipeline will be reduced is this: 
I have to speak from memory on the base figure. My impression is 
wo have about ono billion and a quarter in the pipeline at this time, 
or, rather, as of July 1, ‘That represents our procurement authoriza- 
tions issued against which shipments of goods or actual rendering of 
services had not yet been made. 

It is our estimate that what this figure of $322,000,000 in line 11 of 
that table impties is that we would expect that figure to be smaller by 
the $322,000,000 at the end of the current fiscal year. If my recollec- 
tion about the magnitude of tho pipeline is correct, that it is nbout one 
billion and a quarter, then at the end of the year it will be, as you can 
see, just around $900,000,000. 

‘o be perfectly specific nnd to be sure I have been responsive to 
your question, in our imports line and payments-for-services line, 
which are lines 1 and 2 of this table, and all of the country tables, we 
do allow for total imports, including those, of course, that are paid for 
with the country’s own money; those that we are proposing to finance 
with the new year’s funds; and imports financed out of previous years’ 
funds already obligated. 

The item at the end shows to the extent of something over $300,000,- 
000—thoso total imports will represent in effect a reduction inthe 8 
already covered by obligations but not delivered at the beginning of 
the fiscal period. 

Mr, Vorys. That last one went over my head. 

Mr, Bissety, Let me put it again. 

Mr. Vorvs. Look at this table where it says, “Imports, United States 
for 1950-51.” None of tho imports that have not been shipped there 
have been included in that? 

Mr. Bissexr.. That is correct, sir. 

Mr. Vorys. But on “Imports, United States, for 1951-52,” where it 
says 3,529.7, is part of that from tho estimated unexpended balance 
as of June 301 

Mr. Bisset. That is correct, sir. 

Could I interrupt to say, Mr. Vorys, that generally we would expect 
that on tho averane 3 or 4 months of imports of those goods at the 
rato at which the United States is mancing them—that 3 or 4 months 
of imports have already been covered by funds already obligated at 
any given time. In short, as of the Ist of July in this pipeline figure 
we had covered somewhere between a quarter and a third of the goods 
that are included in that figure of 3,520, We had already coverod 
them out of funds already made available in previous years. 
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Mr. Vorys. In any case, where it says, “Total dollar aid,” No. 12-- 
1,512-B—that aid can or cannot be mot by the unexpended balance as 
of Juno 30, 1951¢ 

Mr. Bissets. It cannot, sir, except to the oxtent that thoso unex- 
pended balances were not already obligated or otherwise committal. 

Mr. Vorys, Tho only amount that could bo appliod on that would bo 
$62,000,000. ‘That is, you endod up with $212,100,000, and you took 
out 50 and $100,000,000 for the India Act, and you wero down to 62. 

Mr. Brasei., Yes, sir. But as you remember, the India Act, unless 
IT am misinformed requires that tho whole $1¢2,000,000 be used for 
the India Act unless Congress otherwise provides. So that. thore is 
$62,000,000 thore, but under tho present legislation that is earmarked 
for the India program, 

Mr. Vorys, So that it is really obligated. 

Mr, Bissert. In that sense it is. Yes, sir. 

Mr, Herter. May I ask just ono question thera? 

Mr. Vorya. Yes, 

Mr. Herter, If we sign a peaco treaty with Japan early in Septem- 
ber, does Japan como under this act? ; 

Mr, Bisszzx. Well, in tho first place, as a question of organization 
would the ECA be asked to do anything about that, Mr. Hortor, 4 
cannot answer that question. I do not think it has really been con- 
sidored. 

As to the question of substance, will it come on somebody's back 
other than the Department of the Army's, I have the impression it is 
not expected that Japan will neod any direct grant-in-aid delivery 
this now fiscal year. However, that impression may be entirely wrong, 
and I do not know whotlier the General wants to say anything about it. 

General Oumeren. There will be an augmentation of the strength 
of the Japanese national police force, no doubt, which is contemplated 
now not from MDAP funds. ; 

Mr. Outy. I think you were referring to the economio sida 

Mr. Hexrzr, Both sides, really, 

Mr, Onty, On the economic side the answer is our troops are on a 
partial pay-as-you-go basis, and tho expenditure we are making in 

ollars in Japan for the support of those troops there is the equivalent 
of what we might otherwise have to give them as economic aid. 

Mr. Heater. AsI gather it, the expenditure of the dollars there will 
balance the thing out, ; 

Mr, Onty. That is correct, sir. 

Mr, Herren. I take it that you intimated in tho relief program for 
Kores, if there was a cease fire there, a considerable part could como 
from the Japanese cconomy again with tho expenditure of dollars, and 
thereby help the Japanese economy. 

Mr, Outy, That is correct. If I understand it, the planning now 
going on with respect to postshostility Korean relief does contemplate 

ubstantial procurement in Japan and other parts of Asia. 

Mr, Henrer. From the military point of view, General, would that 
be done from equipment that is already over there 
,; General Otasren, That and/or indigenous production—financed 

ndigenous. - 
ant ir. Herter. But it would not come uhder this program at all in 

way. | : , 
Geneval Oricsten, Japan is not programed for. 
j . 
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_ Mr. Oury, Mr, Chairman, if there are not any other general ques- 
tions, do you want us to go on our country-by-country presentation, 
going through all of Europe, and detailing the programs in each one 
of these countries? Wo have just covered these problems generally 
and we ave prepared to go through each of these countries, showing 
exactly tho end items that are programed for these forces, and what 
the countries will do from a military standpoint, and the way in whieh 
the cconomic-aid figures and tho target military budgets have been 
arrived at, if that is tho pleasure of the committee. 

Mr. Jupp. 1 want to ask one question, although it may have been 
taken up, because I was unable to be here yesterday. If it has been 
taken up, please stop me. ; . 

Doubtless you know, Mr, Bissell, that we discussed Belgium most 
of one afternoon. You were not able to be here so we decided to put 
tho matter over. It moroly illustrated tho difficulties some of us have 
in finding a way to presont plausibly to our colleagues, us well as to our 
own minds, the problem of how to get maximum production in all of 
these areas which havo productive capacity beyond their own needs, 
and get thoir maximum productive capacity used for the building up 
of tho military strength and economic benefit of the whole. 

Tho illustration wo used, of course, was mine sweepers being made 
in this country for Belgium, when there were countries in Europe that 
could make mine sweepers, and when Belgium was ablo to make small 
arms and ammunition that these other countrics needed, but which. 
sho was not making for them because they did not have funds or were 
not provided funds to pay her for them. Besides, they would rather 
get it from us and have the American taxpayer pay for them. 

IT understand that you discussed this problem to some extent and 
said that counterpart funds could be used for that purpose. Is that 
the only way you see of trying to solve that problem, that is, just 
through the use of counterpart? . 

Mr, Bissec,, Mr. Juda, I montioned two devices I think should be 
used in conjunction. I think in the case of Belgium both are applica- 
ble. Ono would be to take some of the funds in this bill, that is, some 
of tho dollars, and procure mine sweepers in Belgium for tho Belgians 
themselves, or for anyone of our partners, 

In the case of Belgium I think it is one of the economies of Europe 
that is under less strain than, for instance, that of Britain or France. 
I would say that if we were to spend, let_us say, $75,000,000 or $100,- 
000,000 in this fashion in Belgium, to pick figures out of tho air, that 
although a fair part of the dollars that the Belgians earned in this 
manner would have to be used to pay for additional imports because 
they would be producing more, that certainly with expenditures of 
that magnitude enough of the dollars would be retained so that it 
would probably eliminate any need for economic assistance, 

The other device would be the counterpart device, That is, suppos- 
ing we were to make available or send aid in the amount of $50,000,000: 
here proposed. We could insist that. tho full amount of that counter- 
part. should be made available, Jet us say, to othor NATO countries 
in Huropo to purchaso mine sweepers or other items of the samo 
sort uced in Belgium. You could use both of thoso devices to 
get the production. . 

I think if you go beyond some point, let us say, $75,000,000 or 
$100,000,000 in spending in that particular country, it would certainly 
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eliminato the need for any economic aid whatsoever. And, if you go 
still beyond that you would tend to build up their reserves. 

Mr, Jupp, That raises this question: If Belgium wore to do it 
with its counterpart, that is, provide small arms for France, which 
is next door, and if its own counterpart were not sufticient, then could 
you use some French counterpart in Belgium for arms to be produced 
for Francet 

Mr, Brssruu. Very definitely, Dr. Judd. ‘That, moro broadly, is a 
part of one of the two elements in this approach that I think we should 


use, 

What I feel we ought to do, I repeat, as one clement in meeting this 
problem, is to insist that each country begin to put aside some of the 
counterpart for a central pool or central fund. Probably I would 
sugyest it should be used, on the advice of Mr. Herod and Mr, Batt of 
the Defense Production Board, to buy items wherever in Europe they 
ought to be produced. ‘Then you can solve the exchange problem 
within Europe ehreneh the European Payments Union. 

The only caution [ want to repeat, which I mentioned earlier, is 
in the case of a country—and France may be one of them—which 
builds up its own puget to the limit, which wo think it is in our 
interest to push it to. If they have counted on using the counterpart 
to meet some of their own budget, then obviously we ought to recon- 
sider that pollsy: : ; 

Mr. Jupp. That brings up the next two questions that came out of 
what you said earlier. One is, How much counterpart is there avail- 
able in these other countries to be used for this purpose in addition 
to the uses for which counterpart is now being expended? 

The second question is, If that is a feasible method, why has it not 
been used in the past? 

Mr. Bisszzz. One reason why it has not been used in the past is 

. that up to this moment it is still iene for us to agree to the use of 
counterpart for military purposes. That is one of the changes we are 
proposing in this legislation. What I hope we can start to do if we 

ave another continuing resolution in the month of August, and 
before we have new authorizing legislation, is not to authorize an 
actual expenditure of counterpart for this purpose, but at least to 
agree that the country shall begin to set it aside for this purpose, 
so that we would begin by the end of August, or September, to have 
some of it accumulated and ready foroxpenditure. . 

’ That is one reason why it has not been used. The other really is 
that most of the commitments of counterpart expenditures for this 
past hi were pretty well made upward of 6 months ago, when this 
problem was much less real and much less acute than it is cacti 

Mr. Jupp. So at the moment there is no counterpart available for 
this A in substantial quantities? 

Mr. Bissria. There are some balances, and I can find out wha 
those are. I think the uncommitted balance is pretty small. : 

Mr, Vorys. On that point I have been inquiring around, What is 
the uncommitted counterpart? Before we go to the individual coun- 
tries, what is the total counterpart? I have a table here that says that 
‘as of April 80 the withdrawals were $6,588.38. How much counter- 
part has there been and what is the amount that is uncommitted? 

Mr. Brsseix. I think, Mr. Vorys, I am going to have to get that 
answer for you, but I think you would find if withdrawals are oc? the 
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nature of $7,000,000,000, there is probably in the aggregate, and for 
all countries a pretty sizable sum, What the distribution of that is 
is something I cannot answer offhand. I would really prefer to 
answer your question when I have the facts before me. . 

Mr, Jupp. While you are waiting for that, may I ask this question 
of General Olmsted, if it has not been discussed previously. 

One of the matters we brought up in Europe when we were the 
General, was this question of their making not only spare parts an 
providing maintenance of end-item equipment which we sent over to 
them, but also the building u of their capacity to produce parts of the 
original assembly of a tank, let us say. That is, we make somo of the 

arts, and thoy make some of the parts, and assemble them in Europe. 

oe were told in Europe that our Military Establishment frowned on 
that because it wanted to bo completely independent of outside 
suurces in case something happened so that we were cut off. A tank 
is of no more use to us without some small parts that they can make, 
than it is to them without some of the big parts which we alone can 
make. 

Is that the position that. the Defense Department takes which, of 
course, is an understandable position, but which deprives us of many 
things that they could produce, such as components of these compli- 
cated mechanisms? 

General Onaetep. Mr. Judd, there are two categories involved in 
the answer to your question there, We aro perfectly willing to build 
let us say, receivers for the M-1 rifle, which is a complete part, and 
supply it to Italy or any of the other European countries, to be inzor- 
porated in their production of the end item, which is the rifle. We are 
perfectly willing to do that, but where we do not Jike to go along 
is where we get a request for components. 

As an illustration, the French wanted to make, or have wanted to 
make, jeeps. As the engines and the transmissions were required from 
here and that would cut into the delivery of jeeps manufactured in 
the United States, which we needed badly, wo said, “No. That does 
not make any sense.” Thoso are our two views about the problem. 

Mr, Jupp. But if wo could produce some of these complicated parts 
in addition to our own neéds without throwing our production out. of 
kilter. and send them over to be assembled over there with the rest of 
the items which they can manufacture, then you would have no objec- 
tion to that? 

Gencral Ousrstep. None whatever. 

Mr. Jupp. In fact, you would encournge it, I would thinkt 

General ‘Orscstep. That is right. We are constantly giving them 
drawings and specifications and trying to solve proprietary rights 
where patent rights are involved for these people, so that they can do 
that. Wherever we can produce components which would not inter- 
fere with the production of end items here in the United States we 
have no objection to approaching that kind of a problem. 

Chairman Rienarns. Mr, Bissell, I want to ask you this question. 
I want to get it straight. Wo loft just about tho time we were on that. 

Did I understand you to say when you mentioned the figures for 
Italy that you were going to give the figures for Italy and what you 
fi rured it would have been without tho mititary program? Is that 
righ 

{r, Brssetx. I did give that figure. 
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* Chairman Ricuarps. All right. Are you trying to do that for the 
other countries too, and would you do that? 

Mr. Busseiu. I have already gone through that and I will put the 
table in the record. 

Chairman Rrctrarps. Of what the difference would be? 

Mr. Bissztz. Yes. 

Chairman Ricnanps, That is fine. 

(The table referred to is as follows:) 


Estimated distribution of country aid, fecal year 1952 
(Miltion doltsrs) 


of 

Total were no [the expanded 

Tearmament | Tearmames t 
143 USA, s2tcavticens 
SO Paiva. seiceccese 50 
& we r] 
4 ie een res 
20 x 240 
178 100 78 
bar ue 78 
we 18 fenceeoeeees 435 
188 6 is] 
WO eecssescecves cs) 
70 p>) 45 
1, $12 672 80 


Chairman Ricuarps. Let me ask you something else, How long 
have you been associated with this Marshall plan program? 

. Mr, Bissety. Since about the fourth day, sir, which was about the 
10th of April of 1948. 

Mr. Herrer. Since before it started, I take it? 

Mr. Bissetx. Yes. : 

_ Chairman Ricuarps. Yes; since before it started. Of course, you 
pretty well know the set-up, and all that? 

Mr, Bissex.. Yes, sir. 

; Seana Riciarps, Since you came into the program we have 
added Point 4 to it. That is, it has hot been added to the program, 
but we have added Point 4 to the projects we have over there. Then 
we have added military assistance and military aid, and part of that 
will be for economic production. 

Now, what do you think about setting up a new organization to 
handle it all, other than straight end items for the military program? 

r. Bisset. Well, sir, I would like to reply very briefly this way: 
{, for one, am absolutely convinced that the ECA as an entity should 
terminated. 

Chairman Ricuarps. As oft : 

Mr. Bissenz. I feel very strongly on this point, sir, that that should 
be done just as soon as legislative action by the Congress is completed 
and it is possible to do it and to know what the next stage ought to be. 
’ Chairman Ricuarps, When do you think itis possible to do it with- 
éut hurting the program? Would you pay the end of 1952? 

. Bisset. No, sir. I believe it should be possible to do it at the 
latest by the end of this calendar year. : 
a? vA , 
; 
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Chairman Ricuarps. That is January 1? 

Mr. Bisseuy. January 1. I would like personally to see an out- 
come whereby whatever new organizational pattern 1s appro riate, 
is determined just as soon as possible after Congress has noted 3; and, 
whereby there was a clear decision that just as rapidly as , 
ECA will be terminated and a new organization would come into 
existence, and perhaps put a date on it, “no later than.” — : 

Chairman Ricuarps. There would not be any fun in just making a 
new organization to do the same thing Ee is doing. 

Mr. Bissztx. I would say that, but I do not mean merely a change 
inname. I think this ought to bea real change. I am not going into 
the reasons for this because I think other witnesses have ¢ aborated 
onit. For example, there was a job to be done. The major part of 
the original job is done and the organization that did it ought to 
disappear as such. : : 

Chairman Ricuarps. Other witnesses’ ideas on that were just as 
clear as mud. They have not said what should be done. 

Mr. Bisset. I have given you the first part of my answer. Would 
you like the negative part? 

Chairman Ricuarps. All right. ; ; 

Mr, Brssetz, Coming directly to your question, I think you will 
remember that Mr. Foster said there are several ways the organi- 
zation of the executive branch of the Government could be created 
that is, an organization could be created or the executive branch could 
be organized to handle this matter. . 

Without trying to say what all of those are—and I think there is 
an infinite number of them—I think they come down substantially 
to two, 

I think one way is to set up a new agency, as an independent agency, 
as the ECA has been, to do approximately the several functions you 
outlined, that is, Point 4, military, economic aid in support of mili- 
tary prodas onan the other various related functions which are 
spread out rather far. 

I think, broadly speaking, the other way to do this is to put the 
same collection of activities inside the State Department. 

My own personal opinion is that those are the two mos? practical 
and promising of all the various alternatives that have been discussed. 

I think if these activities are to be put in the State Department, 
some changes would obviously be needed in the internal organization 
of the State Department. I say “obviously” because no organization 
can absorb sizable new functions without there being some changes 
in its arrangement that would be appropriate. 

I would hope if these were put in the State Department they would 
be under the head internally of a very senior officer within that 
Department who would report directly to the Secretary and the 
Under Secretary. But that is going rather afield from your question. 

If you asked me which of these two alternatives is the better one, 
I genuinely, and stating my own views directly, find that extremel 
hard to answer. In the first place, I think I am probably a biased 
witness. Anyone is by his experience. I will say most earnestl 
and sincerely that I think either one of those alternatives would wor' 
well. I think my own personal view is that looking ahead for the 
long view it would be better to put this inside the State Department 
on one very important condition. That is, that the things were done 
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in the State Department that I think would have to be done to enable it 
to handle effectively a series of important ramified operating functions, 
that is, operating as distinct from policy-making jo 

,. I think there would be rather drastic changes that that would call 
for because it would be a drastic step, and if you contemplate doing 
it looking ahead to the more distant future, that would probably give 
usa tighter governmental structure, . 

I think if those are not likely to be accomplished or if you desire 
to maintain the emphasis on the temporary character of much of what 
is being proposed here—and I believe it is most important to do that in 
dollar terms for the vast bulk of what is being proposed—if that is 
important those are two considerations that would, it seems to me, 
include the balance of advantage toward a new, comprehensive or- 
ganization. 

I would, however, make a very strong ples and you may feel here 
I am splitting my vote, and I am not being responsive—but I would 
like to say this also with great vigor, just as I have said the other, 
that I think the change should be made promptly, because an organ- 
ization like ECA cannot be held together as an eflicient going concern 
for months and months either in uncertainty or as a dying or- 
ganization. : 

The other point I make with great emphasis is that I do think this 
whole bundle and collection of activities ought to be put together in 
each of the two alternatives I have forecast—and there may be others, 
and there are others that would accomplish the result, I am con- 
vinced.—But I believe that they all ought to be put together in order 
to maximize our favorable impact on the rest of the world, and to 
minimize the cost, and to minimize the frictions between agencies as 
well as to minimize the cost in administrative personne] required, and 
for a whole variety of reasons. 

However, I hope myself we will move in the next month or so 
toward a clean-cut action in one of these two directions 

Chairman Rronarps. Do you think we could do that and not hurt 
the existing prograet Do you feel sb could bring about that re- 
organization by January 1, getting the men needed in the new pro- 
gram from existing organizations? 

Mr. Brssety, That is my conviction, sir, if we get clear decisions all 
the way rough ; ; 

Chairman Rrowaros. What would you do with the rest of tha mili- 
a aid, such as end items? oe 
_ Mr. Bissenn. It seems very clear to me, sir, that the Military 
Establishment has ‘to do the job, and it is really two jobs for the 
United States Government. ey have to do the whole job of pro- 
curement in the United States of military items, because to try to 
apt that in two pieces I am sure would lead to the wildest chaos. I 

ink if there is going to be any procurement of military end items 
anywhere else, that if anybody else does it, military personnel will be 
prominent in it because it embodies a whole series of military decisions 
that so largely shape this kind of a program—tho decision as to how 
many tanks you need; how many heavy and light tanks; and even to 
some extent, to an appreciable degree, the decision as to whether to 
concentrate the production of certain items abroad and of certain 
items here. Those are the decisions which have a very large military 
content. I gravely question whether any new agency, or, for that 
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matter, any existing agency other than the military establishment 
ought to make them. 

herefore, I think no matter which of the two alternatives I have 
forecast is adopted, the Military Establishment of the United States 
Government will have to do the job of military planning and of pro- 
curement planning in large measure, speakin of the procurement o 
end items. That would have to be done and it certainly has to do 
the whole operating job of matey rocurement, and that seems 
to me to be substanaially what the tilitary Establishment is doing 
now. 

Chairman Ricrarps. What worries me about that is this: If you 
do that, that would be the province of the armed services, and the 
Armed Services Committees of the Congress. What bothers me about 
it more than anything else is the need for end items. The volume 
of them would depend largely on the success of the military plan for 

poduetion of end items overseas. There you have two separate 
elds. 

Mr. Bissett. That is correct, sir. 

Chairman Ricuarps. And whether you could beg them together 
without injury to either operation is the bothersome thing to me. 

Mr. Bisset. I think, Mr. Chairman, it is possible that that ele- 
ment, if you like, of the end-item program, could properly be made 
the prone of a part of the Government other than the Pentagon 
itself. Even there my feeling is it would have to proceed pretty cau- 
tiously in so doing. I think properly staffed and organized civilian 
agency could do the job of appraising European preduetion capabili- 
ties. They would know a lot about what the Europeans would be 
able to turn out. They obviously are not going to know and are not 
going to be the proper people to appraise the needs of the European 

orces. We do not know, and I do not think there is any point in 
creating the new civilian organization to try to be experts on how 
many small arms, or tanks, or artillery a Belgian division ought to 
be equipped with. That seems to me perfectly clearly to be a mili- 
tary problem. So it is quite apparent to me up to the point where 
someone has decided what the Belgian or French, or other division 
needs in the way of equipment, that is a set of decisions that ought to 
be primarily a military decision. 
hen you get to the question of should we try to produce the small 
arms in Belgium and help them in doing it, or whether we should do 
it here, there very clearly the economic judgment enters in. How- 
ever, that is not exclusively an economic judgment because a very 
strong strategic element enters into that. 

I think it would be most unwise to make organizational arrange- 
ments that tend to leave that element out of it. 

So again I think, not giving a completely effective ‘answer, because 
I think there is something that needs further thought there, I think 
that dividing line is a difficult one to draw. It is easy to see you 
can separate out the decision as to how much money for end-item 
babel ought to go to this country or that and say that that could 

a civilian decision. However, I am not so sure of that, because 
that is all tied up with these other decisions I have referred to. 

So I think I have to say to you that I cannot give an affirmative 
Be lat any rate that would completely satisfy me on that precise 

erline between the military function and the civilian. There is 
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a whole set of functions that I think are to me, in effect, civilian, and 
pretty clearly ought to be, and I think they should be brought to- 
er 


ge e 

Chairman RicwAros. If you did that and fathered a now set-up 

and it was not placed in the State Department, would you place a 
termination date on it? ; 
Mr. Breszix, I would most certainly on the program. That, I 
think, isa very easy question to answer. Whether you place a termina- 
tion date on the organization is a little bit more ifficult, but I think 
I would be disposed on the whole to do so. 

Chairman Ricuarps. If you put it in the State Department you 
would not be dis to do so? 

Mr. Bissztz, No, sir. I think in a sense the reverse is true. If 
you want to build a sizable permanent organization, which we may 
well want to do, that to my mind would be a reason for putting it in 
the State Department. 

Chairman Ricuarps, Mr. Vorys. 

Mr. Vorrs. You said if it went in the State Dopartment there were 
two or three very specific suggestions or changes thet would have to 
be made. Would you mention what those are, and what your sugges- 
tions are along that line? 

Mr. Bissezz. I am perfectly willing, sir, to put these forward, and 
I hope you realize these are personal views and ‘T advance them as 
nothing else. . 

Mr. Vorrs. I can say that everybody here appreciates your complete 
candor and sincerity in what you are saying, and it will be very help- 
ful. It is understood on and off the record that we are dragging it 
out of you, and you are not coming here and volunteering it. 

airman -RicHaros. Also, we know how much experience you 
have had in this thing, and we appreciate it. 

Mr. Jupp. We have to go by somebody's judgment. We ourselves 
have not had the experience, and we need a frank sharing of your ex- 
perience. 

Mr. Brssetx. Sir, I think I can give the main change if it is under- 
stood by all concerned that I am using the license of purely personal 
views. I think I would put it this way: 

I hesitate with a number of military gentlemen present to make 
any reference to unification. Nevertheless, my conception in effect 
would be to create, you can say, including in a sense in the place of 
what is now the State Department, a structure rather parallel to that 
which has been created in the Pentagon. Specifically, I have in mind 
that a possible pattern would be a Departinent of Political Affairs, a 
Department of Foreign Economic Affairs, and possibly a Department 
of Foreign Information, psychological defense, and similar activities, 
having all of them under and in the line of command sense, under a 
Secretary of State who, like the Secretary of Defense, would not be 
clearly and closely identified with one of the pieces, but would truly— 
and having regard to the persons on his own staff, the staff that would 
correspond to the staff of the Secretary of Defense as distinct from 
the separate service departments in the Pentagon—would truly be 
objective as among the different departments under him, and with no 
closer tie to anyone than to any of the others. 

eoling is that that is the most promising pattern of organiza- 

tion, if as a long-run major change in the United States Government 
we are to move In that direction. Fi 

a? ra 
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Mr. Vorys, [f you had unification of our economic and nonmilitary 
foreign activities in the Department of Foreign Affairs, or State—and 
it would not make so much difference what the label was—the idea 
would be that you would have a Department of Defense for the mili- 
tary, and one that was economic, and so forth, and that we would hope 
that that would constitute a team. Also, we would know that if they 

ot into bad noun spats between them they would have to go to the 
resident or the Chief Executive. 

Now, just for the sake of keeping the civilian over the military, be-. 
cause traditionally the Secretary of State, until Harriman came along, 
was supposed to be the chief adviser to the President on foreign affairs, 
they would not be quite equal, but in some way or other you would have 
to put forei ign business under the Secretary of State or the Secretary 
of Foreign Affairs, would you not? | 

Mr. Brasers, I think that is what is implied, sir, in that outline. I 
would rather not have these remarks interpreted as expressing a con- 
viction any more than I havo earlier that one of my two alternatives 
is necessarily better than the other. I do not think one can make, 
frankly, if I may venture this opinion, a good judgment about what 
should be done for the next 2 or 3 years without looking at the short 
run as well as the long run. 

However, it is my own personal conviction that if we are to move 
toward a consolidation under a Secretary of State that that sort of 
pattern would be in order. 

Mr. Herter. I was wondering, in line with what you are saying, if 
I could ask the general a question? 

Chairman Ricrarps. All right. 

Mr. Herter. I start with couple of assumptions, One, that you 
agree to the initial organizational suggestions made by Mr. Bissell, 
with which I heartily concur, from the point of view of relationship 
between the military and civilian in this operation. The second, that 
the total number of dollars involved is not in question. Then would it 
not be the simplest type of operation for the military in the distribu- 
tion of the end items merely to have authority to distribute from your 
total production a certain amount to foreign nations as you saw fit 
to let them have it? 

In other words, instead of our pinpointing so many dollars for 
military aid for one country, and another country, and another section 
of the world, and s0 on, it is a matter of military judgment as to how 
many tanks, guns, and so on, should go to any individual country, is 
it not 

Genoral Ousstep. Yes; that is right. 

Mr, Herren. Entirely military? 

Genera! Ouxustep. Yes. 

Mr. Herrer. You are responsible for security and where you put 
your material of war. a oe 

encral O_metrp. That is right. 

rr gages That is, of the total material of war, as to where you 

ut i 
General Oumsrep. That is right. 

Mr. Herter. If you have the authority to put that where you seo 

t to put it in foreign countries up to, say. a percentage of the total 
of your production of this material of war, and assuming again that 
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you havo the money which you think will keep these pipelines full to 
the oxtent of allowing tho economy of the United States to bear its 
load, would that not be the simplest type of operation for the military 
toconductt 3 

Then, you come to the question in the foreign field of procure- 
ment. You would consult as you do now through your country teams 
on the placing of any end item, or supplementary offshore procure- 
ment in those countries, and at the same time plan orders through 
your procurement agencies in consultation with tho people who are 
studying tho over-all economy and helping to put the heat on the 
building up of tho local prouuction? 

General Oratstean. T will havo to qualify ‘ny reply, as Mr. Bissell 
did, by saying that this is a personal viow, So much is fact: Such 
pa an as you suggest would greatly simplify and speed up tho pre- 

ures all the way down the line. Iam not prepared to say thoro 
might not be offsetting disadvantages, but Iet us look nt the facts 
‘that are incontestable. ‘That is one. It would greatly simplify and 
speed up the procedures, 

From a practical standpoint, when we place an order for so many 
‘end iteins, we do not differentiate in the supplier's mind as to whether 
those items aro ultimately used for United States forces or for foreign 
military aid and certainly not for one of our allied countrics, 

Oftentimes tho, procurement, as implemented now, might not ulti- 
mately bo allocated when the items como off tho lino because of a 
change in tho priorities or tho situations, 

Another factual statement: Prior to Pearl Harbor in the lend-lease 
set-up, which was comparablo in those days to what our problem is 
now, there was no dividing of the funds or the appropriations be- 
tween tho civilian lend-lease and tho military lend-lease, However, 
with the exigencies timowise and volumowiso that camo upon us after 
Pearl Harbor, the only practical means to solvo the problems was‘ to 
do just exactly what you havo suggested, and that was what was done. 

here was no differentiation from the time war broke out between 
tho funds that wore mado available for United States forces and those 
a were mado available for the military portion of the lend-lease 
aid. 

Mr, Herren. I was going to say tho funds aro intermingled and 
thoy just como from two different appropriations, as things are now. 
They might all just as well be lumped together and the authority given 
to vou to allocate tho material as you seo fit in these countries within 
such bounds as the Congress wants to set. 

General Ouatateap, T would like to make it clear to you I think 
that in this foroign military aid, tho military nape of tho foreign-aid 
program, that although rearmament is essentially a soldior’s ob and 
oly in our procuring services are there tho necessary experienced 
people to implement it as of today—and I might add, somo of the 

‘uropean countrics do their military procurement through civilian 
agencies, but I think that they have problems that wo do not. have 
becauso of that—novertheless I beliove that there aro political and 
economic considerations involved in this forciga military-aid pro- 
gram which would make it essential, drespee| ive of the organizationak 
Structure, that at the Washington level, at tho regional lovel, whero 
wo havo a regional command, and at tho country lovel, that thore bo 
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constant integration between tho representatives of the United States 
in the diplomatic and military field, 

Mr, Hexrer. You have to do that in any case. 

General O1arstep, That wo havo. I also suggest in your decision 
it might bo important to havo in mind that oventually one of two 
things will como about. Either there will be a war, in which case 
the theater commander becomes all-powerful and tho organizational 
structure should not be such that it could not be separated out into a 
strict military organization for the prosecution of the war; or 
there will be peace and these countries will ultimately attain a love 
of rearmamont. and self-suflicioncy, and again your structures should 
not be such that the normal training functions, not only tactical train- 
inye but logistical training functions (hat have to be implemented be- 
tween the United States in rationship to ils allies—the structure 
should be such that that would not be interfered with. 

The United Statos learned in tho last 10 years to fight a war ef- 
feetively alongside of allics—in World War II, in Greece, and now in 

oren, 

Discussion off the record.) 
eneral Otusten. Nothing we do with our organizational structure 
in my judgment should interfere with the development of that process, 
which is making very good progress, as evidenced by tho fact that, as 
you know, in Korea our Greek and Turkish representatives there 
iave fought very woll. 

Chairman Rreuaros. Frankly, it is going to depend on cooperation 
‘anyway. ‘The military has tho say-so now about certain things, and 
that works out all right, but hero is what bothers mo legislatively. In 
last year’s armed services bill, or the year before, I think, wo had a 
provision where certain ships were to be transferred abroad. That 
might be described as being on all fours with saying that 15 percent 
of these end items would be used. 

A complaint was mado about the transfor of these ships, You have 
a comnitteo that has been dealing entirely with tho military sido and 
has not been studying this problem as it is interwoven with the eco- 
nomic situation abroad, 

Tho Armed Services Committes said, “Wo want these ships for our 
own country and our own people.” A law repealed that provision that 
was included in the law that wo passed out of this committee, and 
enacted into law, and repealed a provision authorizing them to traus- 
fer so many ships. ‘They thon took it upon themselves to validate 
what they had already dono by legislation coming out of their 
committee. . 

Tho point that bothers mo is this: If you accomplished the results, 
it does not matter what. comnittee it comes ont of, but hore is a field 
tho end-item field, which is interwoven with economic recovery abroad 
of both types. ‘Tho need for these items is interwovon, That is a8 
field that. does not came within the jurisdiction of another committee 
which would naturally assume this jurisdiction after this yoar and 
which should como within (heir jurisdiction if the military is going 
to determina it. 

That 15 pervent. should go in the military budget. if it is worked 
out this way. 

Thore ave two houses hore, and you do not. understand tho problems 
of cach ono unless you understand how each is interwoven with tho 
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other. That is my concern ‘about the end-item proposal, such as 
Mr. Herter advocates, 

_ Ido not know any man who knows more about this whole program 
in Europe than he does, because he has been studying this matter 
for years. However, we say, “Goodby. We are through with it.” 

The answer to that, as I see it, is that ‘you say these men must work 
together and must.consult each other before they do these things, but 
then you establish two entirely different jurisdictions. 

Mr. Herter. May I say a word there? 

Chairman Ricnarps, Yes. 

Mr. Herter. I do not think you establish two entirely different 
jurisdictions. What this committee is doing is reserving to itself 
the right to determine what proportion of the total may be turned 
over to foreign countries. That is within the foreign affairs angle 
of the problem, You have a good many other things. You have 
the military training of foreigners, for which money has to be author- 
ized, the question of offshore procurement, and so forth. 

In your authorizations for all of those things you have to come 
back to this committeseach year. They would not fall in the province 
of the Military Affairs Committee. They would come back here be- 
cause they are in the foreign field and have started here, and I am 
assuming would continue here. 

All I am saying is that the total appropriation as to what our econ- 
omy can do for the production of military goods would remain with 
the Appropriations Committee, and I do not think we are qualified 
to judge on that ourselves here. 

hairman Ricwards. You are talking about authorizations coming 
back here, but what about the ship incident that I mentioned? 

Mr. Herter. Let us take a look at this table here. Here we are 
with I do not know how many ships. There are several hundred shi 
to be transferred to foreign countries right in this table here. If the 
Military Affairs Committee can overrule us on that, what of it? 

Chairman Riowarps. You will see when we get on the floor of the 
House with that. 

Discussion off the record.) 
airman Ricwarps. It is just a question of authorizing the transfer 
‘of ships we use in our own defense establishment over which another 
standing committee of the House has had jurisdiction, and that caused 

e friction. 

Mr, O'Hara, I am from the Comptroller's office of the Department 
of Defense. There are two problems, really. One is in connection 
with the ships that are affected by this law. As long as appropriations 
‘are made for Mutual Defense Assistance, whether they be made under 
the present pattern or some other pattern that the committee and 
‘Congress decide one, is not of particular significance, but as long as 
‘they are made for aid to foreign countries, as such, identified with an 
appropriation, those do not become the property, when they are pro- 
‘cured with those funds, of the United States Navy, as such. They are 
the property of this program and therefore their transfer is not af- 
f by legislation that affects the Navy. _ ; 

‘If they are produced, however, with tHe appropriations made to 
the Navy for the construction of ahips, at the end of that construction 
they are patt of the naval ship list of the Navy and may not be trans- 
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ferred without the consent or specific legislation authorizing that 
transfer, which would go through the Armed Services Committee. 
Captain AscHERFELD. olay I ane that every vessel for which funds 
are asked to be appropriated for the 1952 program, is new. 
Mr. Jupp. What was that? 
Captain AecHERFELD, Every vessel in the 1952 proposed pro- 
no 
Mr. Jupp. This military assistance program? 
Captain Asourrreto (continuing). Yes. Will be furnished from 
new procurement and new construction. 
Mr. O’Hara. Through the use of Mutual Defense Assistance ap- 
propriations. 
aptain Ascuerreip. That is right. 
Mr. O'Hara. Which does not involve the property account of the 


Navy. 

The other thing that is pe here is the need for meeting the 
flexible program that is develo out of the economic assistance 
pro, and stimulation of additional production in Europe. ‘That 
would fall in two different fields. For eranple, the present program 
might consist of considerable production of ordnance materials in 
rier a It might be found on investigation of Mr. Bissell’s agency 
that Europe is more nearly ready to pick up a larger share of elec- 
tronics production. Should that case occur, if you are using an 
appropriation to the military departments as a measure, the appro- 
priation for the Ordnance Department, for example, would be too 
arge. The ordnance service and supply appropriation would be too 
large to provide the material required for Europe. You would either 
have an extra production for American purposes beyond that which 
you contemplated, or you would have some other dislocation within 
that operation. On the other hand, your Signal appropriation 
would be too small. 

In other words, the present program does have in it the items that 
these countries need, which the present outlook indicates they will not 
be able to produce. Minor deviations from that could not be handled 
if you are subdividing in your aprrop aac on for this purpose among 
the ante one appropriations of the Defense Department that are 
available. 

Mr. Herter. You are speaking only of minor deviations? 

Mr, O’Hara. There are some minor deviations, but there are some 
60 appropriations for the Department of Defense. 

Chairman Rrowarps. Considering the way it is set up in the Depart- 
ment of Defense, it might not be proper to put a block in any legis- 
lative machinery. If we allocated a certain percentage of new 
production to send abroad, that would be for this program, but what 
are you going to doif the United States Armed Forces want to use the 
new that come off the line and send the old items we already have 
to these other countries*’ That would be items like these ships? 

Mr. Herrer. You still have a few billions left. 

Chairman Ricrarps. There was material in this program which 
was authorized and appropriated for under the budget of the Defense 
Department, 

Mr. Herter. To my mind, without wanting to get into a full-fledged 
discussion of the question er those are none of them insuperable 
arguments, I think they can all be taken care of legislatively. How- 
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evor, it is terribly important to find out what tho budgeting problems 
are from tho point of view of tho transfer of these things, and tho 
bookkeeping system. 

Chairman Riotarps. I think there will be a lot of arguments about 
that military item. 

Mr. Jupp, Mr. Chairman. 

Chairman Rrotarps, Dr. Juda. 

_ Mr. Jupp. I would like to ask Mr. Bissell this question: In discus- 
sing the two alternatives.that you thought were tho most feasible 
you said that if these functions were all lumped together in the State 

epartmont it would require certain substantial internal changes in 
that Dopartment. 
the basis of your experionce, do you think that thoso changes 
could bo made in an old-line agency with anything like the prompt- 
ness and sharpness that aro possible in establishing a now agency? 
I am more concerned right now about what is going to happen in tho 
next 2 or 3 years than I am in tho long-range problem. 

It seems to me that we havo tho most urgent factor for the present 
is the time element. In a sense wo ate going along now only by 
reason of Russian sufforance. Since time is so important I would 
prefer the one under which you think it can be done most quickly, 
promptly, and sharply. 

To como back to the question, do you think the changes you scem 

to prefer can be worked out in the State Department or any other 
established old-line agency in timo! 
_ Mr. Brssrzz. That is not an easy nue on, Dr. Judd. I think I am 
inclined to share the view that you have stated or implied. I think 
usually you can make moe sweeping and decisive changes in organi- 
zation, and you can get advantages of a freshness of view, and you 
can sometimes get advantages of new People more quickly by starting 
a new organization. It is a very difficult process, as you rightly 
tay, in any permanent and long-established organization to make the 
changes very quickly, 

Mr. Jupp. That is right. ‘ 

Mr. Bissztz, I think, by tho way, by the same token, that a tempo- 
rary organization, so-called or actual, after a few years begins to lose 
the advantage. 

Mr. Jupp. That is right. 

Mr. Bissetz. I think that is one reason why. ECA ought to be 
terminated and that that ought to be more than a paper transaction. 
That is really what I had in mind when I said I think one must look 
at the short run as well as the longer run. I think that that is as far 
as I would like to go. : 

Mr. Vorrs. Mr, Chairman, before we ask the last of these triple- 
threat men who are here for his general views, I would like to have 
General Olmsted’s opinion on whether we should have a separate 
economic organization, or whether it should be part of the State 
Depertment, in view of what has been said here. 

ou told us about the military end. Mr, Bissell expressed himself 
freely and frankly about tho military end. Now, will you express 
yourself about the economic and political end of it? 

Chairman Ricirarns. Before we close here, I want to say we want 
to hear the other momber of the triplets on this thing also. 

General O.ustep. May I say something to you off the record? 
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Chairman Rictiarps, Off the record. 

Discussion off tho record.) _ ; 

eneral Orststev, My frank opinion about your question, Mr. 
Vorys, is that I do not think the organization structure is really tho 
determining issue there, 1 think that competent management, both 
at tho Washington and tho regional lovel, as well as the country 
lovel, will get you tho desired results, irrespective of how the thing 
ties together hero, . eae 

I would say I agree with what Mr. Bissell has said, that if it is to 
be within the State Department there should be a division or corps 
of peoplo who are specialists in tho economic field and who can tie or 
Jay their judgment down alongside and parallel to the people who 
are thinking essentially in terms of tho ¢ iplomatic or political con- 
siderations, That, I think, makes an awful lot of sense, 

haivrman Ricitarvs, Mr. Ohly, how about letting us have your 
views about this thing? 

Mr. Oury. First, T would like to address inyself to Mr, Herter’s 
proposal. Iam sorry ho is not here. - ; 

It contemplates putting an authorization in a military appropria- 
tion billso that up toa certain percentage of tho amount appropriated 
might be used to ship military material to other countries, 

n the first place, I think the amount of foreign aid should not be 
expressed in terms of a maximum permissive percentage. I think it 
ought to be a detinite figure. We have to, in our planning ahead, 
know specifically what these countries are going to receive, and these 
countries have to know approximately what they are going to receive. 

In the second place, Mr, Herter’s proposal contemplates that the 
Armed Services Committee and the Appropriations Committees would 
determine that military aid may be sent anywhere. 

I think one of the virtues of having foreign aid handled in this 
committee and one of the virtues of bringing tho State Department 
into this picture is that there are political judgments involved as to 
whether, and if so, what amount and kind of, military aid should be 
sent to, let us say, Indochina; as to whether military aid should be 
sent to Australia. I think any foreign aid statute, such as the Mutual 
Dofenso Assistance Act, which you prepared in this committee should 
place certain restrictivns or set certain guide lines as to how much 
assistance should go to any one part of the world. It is not a purely 
military decision. . 

_ Tf wo wore in the midst of a war, where military operating considera- 
tions require a complete munitions allocation approach, as during the 
last war, that is a transition we would have to make. ° We are not at 
war, although we do have hostilities in Korea. This is a peacetime 
program designed to prevent war, and in such a program I believe 
the political judgments are rather important. 

I would like to say this parenthetically: While I have been with 
this military assistance program in the Department of State since 
January of last year, I was in the Department of Defense as a special 
assistant to Mr. lorrestal during the whole time that tho program was 
being developed. It was the recommendation of the Department of 
Defense that final control over this program should be placed in the 
Department of State, and for the reasons I have outlined, and, in 
addition, because it was recognized that in the actual conduct of tho 
program, when you got down to the country level, you must use your 
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Ambassador. You must use him for negotiations, and you simply 
have to tie the program in with your total diplomacy in that 
country. 

Thee solution chosen in the Mutual Defense Assistance Program is 
only one solution. The solution Mr. Herter suggests is a perfectly 
possible solution, but the foregoing are some of the reasons why 
think it is not the wisest. It would in certain respects simplify pro- 
cedures, but I do not believe it would simplify procedures very much. 

The Military Establishment has still got to go through the whole 
business of programing out this foreign aid item by item and country 
by country, of placing contracts for these items in connection with their 
own contracts, and of meshing the production of these items with 
their own production schedules. The problems of developing and 
filling requirements remain the same under either solution, They 
have to do that with the things that are going to go out to these other 
countries. It would, however, simplify your eeping in that you 
would not have two columns in your books—an MDAP column and 
a straight defense appropriation column against which to make an 
entry when a given item comes off the production line and is shipped. 
It would simplify accounting and eliminate certain reports, but I 
would like to suggest that the great bulk of the procedures which one 
has to go through in operating & program of this kind would still have 
' to be gone through under Mr. Herter’s proposal if the job was to be 
done in an orderly fashion. . 

So in my own judgment, while we had certain, what you might call, 
institutional frictions between the two Departments when the program 
was getting underway, I think it is the judgment of most of us that 
the relationship has been & good one. It has worked and the Depart- 
ment of State has not attempted to substitute its own judgment for 
the military judgment of the Department of Defense. ere it has 
made a contribution it has been because there were political considera- 
tions involved. ; . 

Let mo give you examples of some of the political considerations 
involved in these p ms, even in the.selection of items for them. 

The Department of Defense proposed some time ago that we send 
at lot of napalm bombs to a Far Eastern country for use against 
Communist guerrillas operating there. Undoubtedly, they are very 
effective weapons from a military standpoint. 

It was the judginent of the political office in the Department of State 
that the use of that type of fire bomb, with the widespread damage it 
would cause to the inhabitants and farms in the areas where the guer- 
rillas were operating and which we were trying to win over from 
- supporting the guerrillas, would do more harm from the standpoint of 
creating people who would join with the guerrillas than any advan- 
tage you might derive from its use in terms of the number of guerrillas 
you might wipe out. ; 

I donot recall now whether the final decision was to send the napalm 
bombs or not, but that is one of the kinds of things that come up. 

In another country several years ago the military proposed that we 
start a jet aircraft program. The State Department a there 
should be such a program. However, to start a jet aircraft program 
for this country meant starting training for jet aircaft pilots a food 
many months before your program really got into operation. at 
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meant notifying the other government, and tho news becoming public, © 


that we were going to furnish jet aircraft to its forces. : 

It was the judgment of the Department of State, whether rightly 
or wrongly, that public notification that we were putting in modern 
striking uireraft in this country might be considered a provocative 
act. Therefore, we talked tho matter over and decided to wait 3 or 4 
months until the situation appeared to be better. We then went ahead 
and approved that prograin. 

Similarly the Department of Defense wanted to use MDAP funds 
to construct airfields in a particular country. The political people 
in the Department of State had tho feeling that such action might 
be misconstrued and viewed as the settin up of a series of United 
States bomber bases under the cover of MDALP operations. So at the 
particular time, becauso this might have been provocative, it was felt 
wo should postpone action, or at least arrange to have the fields in a 
different part of the country than had been originally planned. 

In several cases, also, the purpose of a military assistance program 
is economic or political in character. That is the kind of a case, cer- 
tainly, where political and milita le must work closely to- 
gether in developing the program. I think I gave an example in this 
committee last year of a situation of this type which we had in Burma, 
Burma is a country which is served by two main rivers. The whole 
country is dependent on the exports that are brought down the river 
from the north, such as teak, and the people in the north depend on 
the rice that comes from the rice bowls in the south. There vital lines 
of communication were cut off by river pirates and Communist groups. 
The problem was how to make traffic move over these arteries so that 
the economy of that country would not stagnate. 

It was discussed with the Department of Defense and the Burmese 
Government, with the result that we sent 10 excess Coast Guard cutters 
over there after they had been rehabilitated. These boats have been 
a very important factor in py os to keep the rivers clear and thereby 
in preventing tho throttling of the Burmese economy. 

nother caso where the political factor comes into play is in a situ- 
ation like that presented b ee Today we are operating under the 
limitations of the Italian Peace Treaty. Consequently we have to look 
at all items in any military program for Itdly to see whether, from 
the standpoint of proper treaty interpretation, they can be included. 

I might also mention the problem of Indochina. In Indochina, as 
you all know, you have a very delicate balance between the French 
Government and the governments of the associated states. 

In Indcchina we are trying to do two things, namely, to provide 
military equipment to the French, so that they can conduct this 
holding 5 Deepa in the north, and at the same time to build up the 
forves of the local governments of Vietnam, Cambodia, and Laos, 

We are also trying to build up the integrit and independence and 
self-sufficiency of those local governments, It is therefore very im- 
portant not only from a military but also from a political standpoint, 
that the allocation of equipment between the French Union forces 
and tho forces of the associated states be done in a very careful 
manner, 

(Discussion off the record.) 

Mr. Onty. Again I state we never try to interject a military judg- 
ment in place of the military judgments of the Department of De- 
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fense, but we can contribute, and I think we do contribute, political 
considerations which often materially influence military programing. 
Moreover, we can throw the whole weight of our diplomacy in these 
foreign countries into getting the support from those countries upon 
which the success of the program depends and into making proper 
use of the things that we send over. 

SoI think there are many advantages in tying these things in closely, 
as we do today, with the scpertment of State. 

Chairman Ricwarps, Right there, rin ig you tie it down and say, 
“Tt is all right to send 15 percent of this material but we say what 
kind of material it is and whether it fits in with the political side of 
the program.” You would still have that. 

Mr. Onxy. I submit, sir, you would have essentially the same situ- 
ation then that you do today. I am talking purely to the military 
program right at this moment. 

Chairman Ricwarps. Yes. You think you would have essentially 
what you have now. In effect it would be. Well, it is getting pretty 
late, gentlemen. 

r. Vorys. We do not have his answer on the economic end of it. 

Chairman Ricwarps. Let us get that. Can you answer that in 5 
minutes? 

Mr. Onty. Yes, sir. 

Mr. Vorys. ECA or ACE. 

Mr, Onty. I will give you my conclusion first and then I would like 
to suggest a ca of analysis which I think might be helpful to this 
committee. "Then later I would like to point out what I think are 
essential differences in the apie problem from the problem which 
we faced when we set up ECA 3 yearsago. | ; 

_I do not know that these differences necessitate a different organ- 
izational result but I want to point them out because there has been 
an assumption in the minds of many of the witnesses, and I think on 
the part of some members of the committee, that the problem of rela- 
tionship between agencies is the same problem of relationship which 
we had when we set up ECA 38 years ago., 

Mr. Vorys. It is not in my mind, but go ahead. 

Mr. Outy. In the first place I believe there should be an independ- 
ent economic agency, or an independent agency to administer eco- 
nomic aid. I personally believe it should not be placed in the State 
Department, and I think the dislocations involved in pug it in 
there are such that the process would be a Jong and difficult one, as Dr. 
Judd suggested. ae, 

I have some doubts as to whether to place point 4 in that agency. 
My own inclination favors doing so, but I can give one important 
argument for a different result, : ; 

_ In the first instance at least, the ECA operation was an operation of 
supplying goods and commodities on a rather large basis to meet 
balance of payments deficits. oak 

The point 4 operation has been a much, more intimate presi tools 
operation involving technical personnel working at the village level 
in various countries. I wonld not want to see that type of personal 
grass-roots approach, which I think is terribly important, swallowed 
up in a very large supply operation. That would be a fear on my 

art, except for the fact.that ECA has in the last year been con- 

ucting in. the southeast Asia area,.through its special technical 
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missions, operations that in man were resemble the point 4 opera- 
tion. They are usually point 4, plus a little more in terms of supplies 
and economic support, but they resemble it. ad 

I do not know—and cannot judge from my own examination, be- 
cause this is a part of the program I know much less about than the 
military side—whether it mig t be possible to bring point 4 into this 
organization without ong t is very different and very valuable type 
of approach which I think has characterized point 4, ha 

I think, certainly, if you did have an over-all economic organization 
of this kind, you would want to recognize this distinction in its 
internal set-up, and have one part dealing with supplies, and another 
one concentrated on the kind of things Dr. Bennett and his organi- 
zation have been concentrating updn. ; . 

I think the bie duerion is not whether you have this separate 
agency, which I believe we should have, but where you place the 
focus of responsibility for tying this whole thing together. In other 
words, where is your top administrator, and what kind of duties and 
authorities do you vest in him? 

I do not think that the economic and military programs, either in 
their formulation or their conduct, can be separated out as completely 
as we sometimes do in talking about them. They are two distinct 
operations, but they have to be blended together and not just in a 
single policy decision early in the aed that a certain country will 
get X amount of military aid and ¥ amount of economic aid. They 

ave to be blended and harmonized as you go along, and adjusted as 
you discover new production possibilities in a country. 

If the country fails to meet, or exceeds, a military force target; if 
its ipislature appropriates the budgets you had anticipated, or 
something more, or something less; if it undertakes, fails to under- 
take, or surpasses the production goals that have been set—under any 
of these circumstances you have to reexamine and possibly adjust 
your programs. You have to adjust not just the economic side of 
the program, or the military side of the program, but you have to 
look and sec in what way those total resources you are going to use for 
this particular country can have their maximum impact. 

I would like to give you an illustration which comes out of our 
experience of the last few months. I guess it was in January, that 
ECA made the decision that it would no longer allocate economic 
aid to NATO countries from the balance of its fiscal year 1951 funds 
purely on the basis of the so-called Snowy-Marjolin formula. It was 

ecided that the amount of economic aid still available for altoca- 
tion by ECA should be related to the commitments of these govern- 
ments to increase their military expenditures, and to engage in a 
series of specific military tasks. 

Representatives of the State Department, the Department of De- 
fense, and ECA sat down together, here in Washington, and similarly 
in the embassies overseas, and decided just what do we want to urge 
each particular country to do over the next 6 or 8 months?) What do 
we think they can dof How much economic assistance do we need 
to provide them with in order to permit them to do those things we 
want them to dof 

That involved the three agencies going over jointly the military 
budget of the country. ECA would examine the budget from the 
standpoint of its total adequacy, from the standpoint of what the 
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ECA thought the country could spend for defense from the economic 
resources available to it. The Military Establishment. would make 
a study from the standpoint of seeing whether the production 
scheduled under the budget made sense, and whether we should try 
to persuade the country to produce different items. Similiar con- 
sideration was given to the forces prepared and the facilities to be 

rovided. We might think they were spending too much for things 

ike cavalry farms, and that they should be taken out of the budget. 
Through such studies and joint consideration we developed a Gov- 
ernment position with which we went to the other government and 
said, “If you will pass a budget of approximately this size’—and 
you can never be exact in these things ‘and will concentrate under 
that budget on these types of production on raising forces of the 
size you say you are prepared to raise, et cetera, then we will be pre- 
pared, within a certain period of time, to provide you with this much 
economic aid.” 

That process has been gone through with every one of the North 
Atlantic Treaty countries to which we have been extending economic 
aid, and it is a continuous process, It is going on right now in terms 
of the kind of things we will ask these governments to do if we receive 
the appropriations we are requesting, and in terms of what we would 

prepared to do by way of economic aid if they will reach not only 
the level of military effort which we believe they can, but also chan- 
nel that military effort into certain particular channels. ; 

That means that administration of aid becomes in part a continuing 
process of persuasion, a continuous process of trying to persuade these 
governments to do things that are difficult for them to do. 

Mr, Vorys. Would you permit an interruption? 

Mr. Oxty. Surely. . 

Mr. Vorys. Could you tell of your batting average, or give a guess 
or an estimate, any of you here, as to how much, if any, the military 
budgets have been raised? I want not promised to be raised, but how 
man pf them have been raised during the course of the year, and how 
muc . 

Mr. Outy. All of them, Mr. Vorys, have been raised, and raised 
very substantially. I could give you the figures of the 1950 military 
budgets as compared to the 1951 budgets. For Europe as a whole 
their budgets have gone up $2.8 billion. We run into certain prob- 
lems in stating this accurately due to the fact that.you have conflicting 
tiscal years in these countries. . 

I have a table here which I believe we furnished to the staff of 
military expenditures and budgets in each of these countries. 

Mr. Vorys. All right. That is good enough. 

Mr, Onty. I believe very sincerely that part of that increase has 
been due to the continuing process of persuasion that has been going on. 

Mr, Cannanan, It has also been due to the fact that you supplied 
the economic assistance which permitted them to come through with 
this extra military assistance. 

Mr. Outy. That is partly correct. Of course, a good deal of the 
economic assistance they have really needed for economic purposes, 
but we have conditioned it upon their agreement to undertake certain 
militar” tasks, : 

Mr. Carnanan. That is what I am saying. They felt they had 
to have additional economic strength before they could do anything 
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much themselves, and until they did get it they could not devote their 
efforts effectively to anything else. . 

Mr. Oury. That has certainly been an influential factor. I do not 
want to leave the impression that many of these countries have not 
been eager and desirous of increasing their budgets, because they have 
been. However, I think the process of persuasion and of negotiation 
has brought them further along than they would otherwise have come, 

Obviously, if you are going to carry out a continuous negotiation 
of this kind it seems to me you have to tie together the activities of 
the three agencies and that the conduct of the negotiations must be 
under the general direction of your Ambassador who is the principal 
representative of the United States in those countries. You have to 
remember that in many of these countries a request to increase their 
military budgets is only one of 50 things we may be requesting from 
a country ata particular time. 

We may also be trying to get them to send troops to Korea; to vote 
a certain way in the United Nations; to increase their forces in Indo- 
china; to sign various trade agreements. We may have all of these 
things under negotiation at a given time and we must consider them 
together so that priority matters receive priority attention and so 
that, asa whole, our negotiations achieve the best aggregate result. 

I believe that means the State Department and particularly the 
Ambassador must. play an important role in the conduct of all these 


programs. 

Tf you will bear with mea few minutes more I would like to suggest 
three ways in which I think the problem we now face is different from 
the problem we faced at. the time we set up ECA. 

“irst is the fact that in the European recovery program we were 
essentially doing something which the Europeans wanted us to do. 
We were pouring goods into Europe to help them get back to a decent 
standard of living—a level at which they could subsist. In doing that 
we sometimes asked them, as a condition of our aid, to do things which 
were unpopular with particular special interests in those countries. 
However, on the whole our aid was welcome. It was not a tough 
bargaining problem in the same sense that we have a tough bargaining 
problem now. 

The problem we have now is to get these countries, with the help of 
our aid, to do things that are difficult for them todo. They are difficult 
to sell to their parliaments. It involves negotiations of the type that 
T have been talking about—negotiations of a type which involves our 
total diplomacy and which I do not think were involved in the day-to- 
day conduct of the European recovery program. 

would be very interested in having Mr. Bissell’s comments on that, 
but that is a personal reaction. ; 

Tn the second place, we should remember that this whole program in 
Europe is designed to carry out the purposes of the North Atlantic 
Treaty Organization and to support the decisions which are being 
made from day to day in that organization. It is not an operation 
which is being carried on unilaterally by the United States, even 
though we now reserve to ourselves the right to make the final deci- 
sions on the program. That means that you cannot conduct this 
program, or at least place the central direction of the program, in a 

ifferent place from the one where you place the central direction over 
the participation of our representatives in all the North Atlantic 
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Treaty Organization countries. We cannot have Mr. Spofford taking 
a position in the deputies inconsistent with any of our aid policies, or 
receiving his instructions on what to do from different people than the 
people who are administering aid. ‘The two have to be tied together. 

e people who are handling the North Atlantic Treaty Organiza- 
tion have to be the same people, at least in Europe, who are working 
on the problems of military and economic assistance to Europe. 

Chairman Ricwarps. Granting all that, ECA is an independent 
agency now, but the very things you are talking about now as desirable 
are being done. You are saying that it works very well. If it will 
work in the case of one or two organizations, why would it not work 
with one or two other functions? 

Admittedly you are talking about essential aspects—policy collabo- 
ration and over-all direction from the President to the State Depart- 
ment. That is what I mean. You have to have it. There were a 
few people who may have contended that it’did not have to be when 
ECA was set up as an independent organization, but there was not 
anybody who had anything to do with it who did not admit there had 
to be that collaboration. ; 

Mr. Onty. The thing I am stressing, ‘Sr, Chairman, is that the t 
of relationship between this independent economic agency which I 
said I believe should exist, whether it is a continuation of ECA or a 
new agency, is a different type of relationship in certain respects 
from the kind of relationship that existed between ECA in the conduct 
of the Marshall plan and the Department of State. I donot mean the 
State Department should go in and supervise operations. That is the 
main reason for putting it in an independent agency. I do suggest 
that because the administration of economic aid must be part of the 
totality of the negotiations which are going on continuously with these 
countries to persuade them to do things they often do not like to do, 
the administration of aid must be tied in closely with the Department 
of State. 

Moreover, because of the close relationship of aid administration 
to United States participation in the North Atlantic Treaty Organiza- 
tion, which heads up to the Secretary of State, I think the direction 
of both operations must be tied together. 

Thirdly, of course, there is this difference that you have got to 
relate the work of this independent economic agency on almost a daily 
basis, particularly in the countries, with the work of the Defense 
Department in carrying out the end-item program. 

I think those are three distinctions in the present situation from 
the situation which we faced in settin up CA, with whom our 
relationships have been extremely good. The ECA operation has 
been, of course, an outstanding success in bringin F recovery to Europe. 

It would be very interesting to have Mr. Bissell’s comment on those 
differences. ; 

_ Mr. Vorys. It seems to me you left out the big difference, and that 
is this: ECA was started as a temporary emergency agency for a 
4-year plan—period, end, stop.. Whatever we are doing now, we can 
kid ourselves, it seems to me, and say, “Well, we are going to make it 
a dead line of 1953,” and try to kid oursélveg that it is emergency and 
temporary in character. However, when tlie optimists say 10 years 
is the period of tension here for the military end of it, and when 
we are told that a lot of this is economic aid of various kinds, whether 
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you label it point 4 or not, and that it is going to be like the brook, 
going on forever, then we ure not talking about a temporary agency 
any More. 

te seems to me that is one big difference between the origin of ECA 
and this thing. We are just kidding ourselves and trying to kid the 
public if we try to claim what we are doing is a temporary emergency 
thing. 

Excuse me. 

Chairman Ricwarps. John, I think everything in there could very 
reasonably have a termination date except the objectives of point 4 
in this program, do you not? 

Mr. Vorys. No. 

Chairman Ricitarps. You do not? 

Mr. Vorys. No. . 

Mr. Carnanan. The over-all efforts we are engaged in will group 
themselves into different phases. We have practically accomplished 
one phase of the problem, economic recovery, then the problem con- 
. fronting us for the next 10 years or so will demand an emphasis on 

doing a different job. The over-all problem appears to be shaping into 
three principal phases (1) economic recovery, now very well accom- 
plished through ECA, (2) creating and building wp necessary mili- 
tary strength, and (3) maintaining economic and military strength. 

1 It seems to me that we can have agencies that have a termination 
date. 

Chairman Ricirarps. Well, Mr. Vorys’ argument was that they 
would all be in Jine, and if you are going to do this thing put it in 
the State Department. Do you atimit that? 

Mr. Vorys. No. I am not sure yet just how it should be organized. 
In NATO the treaty runs for 20 years. Point 4 runs forever, and 
ever, amen. As to ECA in Europe, we have dear old Iceland with 
those little fish, and if they do not swim back we will have that 
forever. 

Chairman Ricnarps. It does not mean that you are going to keep on 
doing this thing at all. They may think you are going to do it. If 
they are going to keep this up forever, this country will be busted 
from here to breakfast, and we are not going to do it. 

Mr. Vorys. Just keep that in mind. 

Chairman Riciarps. Yes. Keep it in mind. 

Mr. Vorys. Take it the other way. You sayy “Well, we have heard 
secret testimony and so forth that 1953 is it. Therefore, we are going 
to make a termination on our military aid to Europe in 1953.” 

Well, one thing or the other would happen. If they believed it they 
would say, “Oh, fine. They just get us all fixed up and then they 
leave us, and there they go again back home.” 

The thing is that they would not believe us. They would say, 
“That is like the ECA. They put in those words to make people feal 
good at home.” 

Mr, Carnauian. Is it reasonable to expect. in the next 3 yesrs to 
reach a certain military strength in Europe. We should certainly 
exert a reasonable effort to reach the desired point. After we reach 
that point the problem will then become one of maintenance. 

Chairman Ricwarns, I do not know what you are going to do but I 
must leave. What are we going to do in the morning? Are you 
through with these gentlemen? 
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Mr. Battie. Do we have a session tonight? 
Chairman Ricrarps., Not tonight. We are going to be here in the 
morning. We have some other witness coming up in the morning. 
Will you gentlemen *-. available if wo feel we want to hear from 
you some more later f ; 
Mr. Onty. You had expressed a desire before for a country-by- 
_ country presentation of all these programs. We are prepared to do 
this at any time, to show you each item that has been planned. 
Chairman Rrovarve. We have your formula down pretty well, and 
you can give that for the record if we call you a little later. You 
went over one illustration of that. It may be that the committee will 
want you back here, but we do have these other people listed from 
this morning. . 
Mr, Vorys. You do not want these fellows in the room tomorrow 
morning necessarily, do you? 
Chairman Ricnaros. We thought maybe you would be available 
Monday or Tuesday if we could get you up here. Could you do 
a 


Mr, Ouny. Certainly. 
Mr. Brsszrz. Surely, Mr, Chairman. 
Chairman Riocwarps, The committee stands adjourned then until 


10 o’clock in the morning. 
(Whereupon, at 5:55 p, m., the committees adjourned until 10 a. m. 
the following day, Saturday, J uly 28, 1931.) . 


(The following was submitted for the record :) 
ComMMITTER ror Eoonomio DevetoréMenr, 


. CAloago, 1i., July 27, 1951, 
The Honorable Jamzs P. Rrosaups, 
United States House of Representatices, 
; Waeh'ington, D.C. 
My Dean Concarsséan: In response to the recent request of your committee 
I submit for consideration a statement on behalf of the research and policy 
committee, Committee for Economic Development, concerning a program of 
military and economic aid to Western Europe. I trust that the statement will 
be published as part of the committee's records. . 
Sincerely, 
Merrrn Kestnaaun, 
Chairman, Resoarcd and Poltcy Committee, 


Statement ow tHe Muruan Sxcuairy ProerxaM, SusMittev on Bewatr or THE 
; ROH AND Povicy Comuitrts, ComMitTexs FoR EoonoMio DrvELoPMENT, BY 
Mevra KtatnsaumM, CHAIRMAN 


This statement presents the views of the research and polley committee of 
the Committee for Economic Development on the problems of milltary and 
economic ald to Western Europe.’ problems were studied for several 
months by a CED subcommittee on international economic policy under the 
chairmansh!p of Mr. Gardner Cowles, preatdent of the Dea Moines Register and 
Tribune and Cowles Magasines, Inc. These studies led to the preparation of 
a poll¢y statement entitled “Economie Aspects of North Atlantle Security,’ re- 
leased on May 9, 1951. Copy of the pollcy atatement is attached. The present 
statement is easentially a summary of that document. 

‘ J. We are convinced that the Soviet threat to the freedom of Western Europe 
{a as great today as at any time since the end of the war, We believe, further- 
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of or people y we ks of it through maximus employment and high 1 product! ty 
* aft economy. Its research and policy commi {esues from time to time 
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more, that our own self-interest, our treaty obligations, and our cultural affinity 
with Weatern Europe all require that we share fully in strengthening the defenses 
of Western Enrope against the Soviet challenge. On these propositions, of 
course, there Is falriy general agreement in the United States today. There 
seetns to be less agreement, however, on the nature of the broad strategy that 
we should employ in seeking to thwart Russia‘a hostile designs on Western 
Europe, This queation was carefully examined by the committee. 

Our strategle thinking must depend, of course, on our analysis of the precise 
nature of the threat we are combatting. Is It the danger of military aggression, 
elther In the form of a eneral onslaught by the Red Army or fn the form of 
local Communlst aggresaion on the Korea pattern against a European country? 
In tt the danger of political and economic decay in Western Kurope, which will 
leave Europe prostrate and fticapable of resisting Soviet expansion? Is it 
the danger of tnternal subversion by native Communist partlea trading on weak- 
nesses and inequities In the polltical and economic structure aggravated by re- 
atinamen 

It Is clear that the threat to Western Europe embraces all of these possibilities, 
Tt is doubtful, indeed, whether the Politburo knows today what tactics it will 
employ a year hence, The hypotheals which is probabiy valld and certainly 
safext Is that the Russians will exploit weakness and vulnerability wherever 
they may appear. The provocation which the Soviet rulers will always recognize 
is the provocation of opportunity. If a year or two hence the western powers 
have failed to organize suffictent military power to offer effective resistance, the 
Soviet strategists may decide to strike sooner rather than later. If, on the 
other hand, the western powers should commit themselves to an all-out mobiliza- 
tion which would, {f sustained over a long period of time, impair thelr under- 
lying productive strength and leave them economically exhausted, the Soviet 
leaders nilght decide to bide their time. Likewise, {f European rearmament 
should force a sharp reduction In European llving standards, serlously aggravate 
inequities in the distribution of income, and give rise to an explosive inflation, 
Sovlet tactics might well revert to tho emphasis on Internal subversion which 
characterized the years immediately after the war. 

’ Given the flexibility of Sovlet tactics, it is clearly the task of the western 
powers to organize a comprehensive and balanced security program which 
leaves no breach wide enough to Invite a Soviet thrust. In view of the present 
ynilltary weakness of the wéstern alliance, first priority must now obviously be 
given to rearmament. The rearmament effort must be on a acale sufficient to 
create within 2 or 8 years a military force able in the event of open war to check 
an onslaught by the Red Army until the full war potential of the United States 
and the allied free nations could be mobdilized and brought to bear on the ag- 
gressor. At the same time, it must not be on a ecale go vast that it cannot be aus- 
tained during a long-armed alert without undermining political stability and 
economl¢ strength. It must be organtzed and: administered so as to minf- 
mize harmful effects on living standards, on economic stability, on productive 
efficiency, and on economic growth. It must be accompanied by positive meas- 
ures, both national and international, to raise the uctive strength and effi. 
ctency of Western Europe and the morale and spirit of the Kuropean people. 
In brief, it must take place in a climate which sustains and atrengthens the 
hope of the people of Europe for a better future as free men. 

‘ext to the failure to rearm, perhaps the costilest error that the United States 
and Ita alifes could make In the next few yeAra would be to act as though re- 
armament and secutity were synonymous. The contest between the Soviet 
Union and the West is ultimately a contest of strength, not of arms alone. 
Strength embraces not only armed oe dee but fn addition all those less meas 
urabte elements—such as greater productivity, efficiency, equity in the distri- 
button of Income, political and economic stability, and social cohesiveness and 
spirit—which are the real sinews of national power. The Marshall plan, which 
has been the most successful element In our postwar foreign policy, was suc 
cessful precigely because It recognized and emphasized the economic and social 
aspects of Eur n security. It is imperative that this emphasis be preserved 
and sustained in the rearmament period upon which we are entering. The 
rearmament program must be regarded as supplementing, not replacing, the 
coopetative effort to build a productive, stable, and unlted Western Europe. 

IJ. How much of a rearmament progtam can the continental European mem- 
bers of NATO support out of thelr own resources without jeopardling their 
political, social, and economic stability? While no one can answer this ques- 
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tlon {n exact quantitative ters, we belleve it ix paxsible to welgh the factors 
which are pertincnut tu this Judgment. Our analysis leads us (o disagree both 
with those who hold that the continental countries are so weak and unstable 
that they cannot safely undertake any expansion in their illitary programs, 
and with those who would ignore economic and political limitations aud would 
inalet that the continental countries rearm up to the limit of thelr physical 
potential. 

We belleve (hat the continental countries of Western Europe aro capavle 
of making a substantial contribution to the combined rearmament effort. While 
a major rearmament program would have been Inconceivable in the conditions 
of 1047-18, the tremendous economle advances which Western Europe has 
made under the Marshall plan today provide a margin of resources sufficlent to 
support a higher level of military preparedness. Moreover, considerable scope 
exista for the expansion of European output above present levels. Much of 
the Euronean Investment fn productive faciliitles which was made possible 
hy the Marshall plan will begin to bear frult in 1831 and 1%i2. The growth of 
Western European agricultural and fndustrial output continued at a steady 
rate through 1050, and further growth fs possible in the years ahead. Thore are 
several million unemployed workers in Ftaly and Germany, and there ix sub- 
stantial concealed unemployment—i. e., meagerly productive employment—in 
France and other countries. Further additlons to output could be obtained 
by attracting women into the labor force, by ralsing productive efficiency 
through Increased specialization and trade within Rurope, and by continuing the 
present ECA Technical Assistance Program under which United States technical 
experts contribute advice and assistance to European producera, and European 
techrical personnel study American productive techniques in this country. 

At the same time, there are {mportant limitations on the scope of the contl- 
nental rearmament effort which [t would be perilous to ignore, First, it must be 
kept in mind that the rapid economic recovery of these countries since early 
1048 was from a level far below prewar. Per capita consumption jn Italy and 
Germany js still substantially below prewar, and In France, large sectlons of th 
population have a standard of living very materlally lower than {n the 1980's. 
In addition, the coal production of the four major continental countries Is atill 
below prewar, and thelr food production has not risen as fast as their popula- 

on, ' 

But the most sertous ilmitations on the abllity of these continental countries 
to rearm rapidly become apparent only upon examination of the problems of 
managing the diversion of economic resources from civilian to milltary uses, 
A government can accomplish this diversion in any of three ways, or by some 
combination of them: (1) It may employ fiscal or monetary meagures, such as 
drastic increases in taxation, reductions in nondefense spending, and strict con- 
trol of credit, while relying on military orders and the operation of selective 
credit controls to divert economic resources to military production; (2) It may 
suppress the price Inflation accompanying the enlarged military production de- 
mands by the use of direct controls, such as price and wage control and con- 
sumer rationing. while employing priorities and allocations to move resources 
Into military production; or (8) 1¢ may simply employ or permit open Inflation, 
using bank credit or the printing press to the extent necessary to outbid civilian 
demand for labor, production facilities, and materials: 

In the major continental countries, however, there are unusually formidable 
obstacles to the successful use of the first two methods, while the method of 
unrestrained inflation would have economic and political effects fatal to effective 
rearmament and to the value and reliability of these countries as partnera In 
the North Atlantic Treaty system. 

The governments of these countries tend to be rather unatable coalitions em- 
bracing divergent political and economle opinions. Such governments hare great 
difficulties in ralsing taxes, in reducing leas essential government expenditures, 
and in mobilizing public opinion. Their budgeta are already heavily loaded with 
socal security charges, pensions, and other poliitcally sensitive transfer pay- 
ments, and with large publie investment programs necessitated in part by the 
relative timidity of private capital. Though thelr public revenue systems are 
antiquated and inequitable, they are already drawing off a large percentage of 
the natfonal income. Personal ravings are at tow levels. The history of thelr 
currencies over the last generation and the uncertain prospects for thelr future 
have severely Impaired public credit. ; 

Moreover, the senaltivity to price inflation {n these economies {s great. The 
history of periodic Inflation over the last generation hag produced an abnormal 
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sensitivity by all econoinie groups to price increases. With any inflation scare, 
quid holdings are invested In goods or black market gold or dollars, thus fore- 
ing up prices and black market exchange rates and aggravating capital filght. 
In these circumstances continental Nhance ministers and central bank ofllclals 
have a deepsecated fear of Inflation and of central bank Snancing which, helps 
to account for thelr caution {In expanding thelr military budgeta. 

This Is not to say that the governments of these countries are not aware of 
the Sovict perl] to thelr Independence, nor is It fo say that they underestimate 
the urgency of the necd for rearmament. It dees ncan, however, that the con- 
tInental governments must operate within a range of policy alternatives which 
is narrowed considerably by the economic vulnerability and political fragility 
of thelr societies. What may appear to be an inadequate rearmamenat effort 
when judged in terms of the tolerances of the United States and Hritish econ- 
omies may very well be substantial in the context of the economle and soctal 
capacities of the continental countries. It must be recognized that the Instability 
of the polltical situation and the strains in thelr societies and economies have 
huposed limits on the extent of the rearmament effort which their governments 
can undertake. This fs an unwelcome conclusion, but it [s a conclusion which 
we can ignore only at our perll, 

Before the Korean War the continental members of NATO are reported to 
have had about 1,000,000 men under arms, but were spending for military pur- 
poses only about $2.75 billlons annually, or about 5 percent of their combined 
gross national product. On optimistle assumptions these countries might be 
able over the next few yeara (o double thelr manpower under arms, and perhaps 
to approach a doubling of thelr combined gross product devoted to armament. 
If the political difficulties can be resolved, Germany might be able to make a 
contribution of proportionately similar size in relation to her gross product. 

Ill, The prrductive resources which Europe devotes to an expanded military 
Prograin will have to cole either from increased production over present levels, 
or from cuts ln European consumption, nonmilltary governinent expenditures, 
Investment, or exports. It has already been pointed out that there is conslid- 
ernble scope for the expansion of European output. ‘To the extent that this 
potential {s realized, the European NATO countries will be able to make their 
contribution to the joint rearmament program without subjecting their evono- 
intes to severe strain. But it would be too optinilstic to count on an expansion 
of output auffictent In a short tive to make possible a rearmament program of 
the magnitude required. Thus, while it will not be possible to nvold some re- 
ductlons in the nonmilltary uses of output, it must be urged as a matter of the 
highest Importance that these cuts be made where they will do a minimum of 
dawage to the economic strength and political stability of Western Europe. 

it Is relatively easy in the short run to mobilize resources for rearmatment 
by taking labor, materials, and end-products away from the export induatrles. 
To some extent this will be unavoldable, since some productive facliltlea now 
being used to produce goods for export will have to be converted to the pro- 
duction of milltary goods—for example, the use of automodile planta to pro- 
duce military vehicles, But ft {s important, in the larger strategy of sustaining 
the economle health of Europe, to hold to a minimum the curtallment of Buro- 
pean exports. There is great danger that the export markets which Western 
Europe lost during the last war, and siowiy and palnfullly regained from 106 
to 1850, might be lost ngaln. The prospect of a Western Europe abte to sup- 
port Itself by two-way trade In the world economy might again become as remote 
as It sectned fn 1046. If this happens, one of the most important achievements 
of the Marshall plan period will have been nullified. Accordingly, the United 
States should urge the European governments to take the steps necessary to 
sustain exports, and should administer and allocate United States ald so as to 
encourage such a policy. 

Cuts in consumption could also release resources for rearmanient, but it would 
be pertlous to [gnore the fact that there exists little margin for curtalling Euro- 
pean consumptlon without {nviting social unrest and mounting internal political 
tension. The people of Western Europe have been on short ratlons for a 
decade, The courage and spirit of many Europeans have been sustained in 
the difficult years since the war hy the hope for a better future. To replace 
this hope with a call for severe belt tightening raises the danger of opening 
: a breach as wide as the military breach which this policy 1s dealgned 

0 close, 

It may well be that a modest and temporary reduction in consumption etand- 

ards fs unavoldable. How such cuts will affect morale, however, will depend 
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to an Important extent on whether or not the burden Is shared equitably by 

different groups In the population. If the curtallment of consumption is en- 

forved by inflation, or by increasing already excessive sales taxes and other 

indirect taxes, a disproportionate share of the burden will fall on the lower- 

income groups. The adoption of equitable taxatlon pollelea by the European 

gore can do much to minimize the harmful morale effects of consump 
on cuts, : 

Improvements in the efficlency of governmental administration and elimination 
of nonessential actlvitles would make possible significant reductions In the non- 
military expenditures of the continental governments without impairing news- 
sary public services, Such reductions can aud should be made, and the United 
States should use Its Influence to encourage administrative refurms,. 

Domestic and forelgu investincnt would be the area in which. the dcepest cuts 
could safely be made if the objective were to achieve a maximum of tollitary 
power in anticipation of an inevitable and imminent war. Such 4 volicy might be 
disastrous, however, if the present crisis should develop Into x long armed 
alert. The failure to maintain « moderate rato of capital formation over 
the yeara ahead would dash the hopes of the people of Western Europe for a 
gradual tmprovement tn thelr condition of Hfe, and would dangerously weaken 
European morale, 

The Western European countries cannot allow their economies to stagnate 
as the price of a rapid military bulld-up. They must maintain a moderate and 
steady rate of growth In thelr Industrial and agricultural productivity. However, 
alnce the Marshall plan made it possible for some of the European countrics to 
maintain an unusually bigh rate of capital formation, it would appear that some 
selective reductions In investment could be made without seriously adverse effects. 
Some pruning could be made in the area of retail and wholesale trade, in road 
bullding and similar types of public Investment, and in other areas not directly 
related to industrial and agricultural production. 

We conclude, then, that the resources for European rearmament should come 
to the maximum extent possible from increased output—and the possibilitles 
hore are substantial. They should come from reduced exports only to the extent 
that a reduction In exports 1s unavoidable, from reduced consumption only to a 
minor extent, from governmental economies to the extent possible, and from 
selective cuts fn investment designed to release some resources from this area 
without impeding fundamental economic growth. 

1V. These considerations clearly point to the need for substantial military and 
economle ald to the continental countrica, Without access to military plans and 
estimates, it is not possible (o say what contributions in military equipment, in 
forces, and In economic assistance are necessary; but certain qualitative conctu- 
sions are reasonably clear: 

1. The continental countries can be expected to contribute a very large pro- 
portion of the manpower requirements of Westérn European defense: but a large 
part, perhaps the major Paabbe of the equipment requirements must be supplied 
by the United States and Great Britain. 

2. For the near future, the rearmament effort of the continental countries will 
not hare reached the point where it Increases very significantly thelr immediate 
ability to repel aggreesion. Accordingly, it is during this period of 1 to 2 years 
ahead that the oe in or fmmediate availability to Europe of American 
and British divisions and alr groups is most Important. 

8. The position of Great Britain must be distinguished from that of the con- 
tinenta’ countries on a number of grounds: the substantially higher real per 
capita h.come of Britain; {ts economic recovery, which mado possible the suspen- 
sion of Marshall plan ald in December 1950; the atrength which Britain derives 
from her position aa center of the sterling area; and niost Important of al}, the 
high level of national cohesion and the comparative stability of governmental 
authority which exists in Britain. For these reasons we can falrly expect from 
the British for the tlme belng a mllitary effort substantially larger in relation 
to thelr resources than in the case of the continental countries. Britain's present 
military program is in fact larger relative to her natlonal income than the likely 
maximum military effort which the continental countries can achieve. 

4. The continental countries will need general economic ald from the United 
States, Britain, and the Britlsh Commonwealth of Nations in addition to the 
projected transfers of arms and tullitary equipment. In view of the sharp io- 
creases in the prices of food and raw material imports, and the likely effect of 
European reermament on Import needs and export avallabilitice, the continental 
dollar deficit seems likely to increase again. Moreorer, the effect of the rearma- 
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ment boo on prices in the sterling area has created a very large sterling deficit 
for the continental countries, Since their sterling imports are to a large extent 
essentlal materials and foodstuffs which cannot be foregone, these countries will 
also need special sterling assistance, 

5. I¢ is not possible, on the basis of the data available (o us, to make an esti- 
mate of the cost fo the United Stales of military and cconomie ald to Western 
Europe on a scale consistent with the considerations advanced {n this policy 
stateruent, ‘The admlulstration prograin of ald to Europe, both ruilitary and 
econorife, Cotals nearly $7 billion for Che present dseal year. This fs a substantlat 
sula which should beve the tuost careful scrutiny before funds are votal. We do 
not base the Information needed (o enablo us to Judge whether the total amount 
requested Js necessary. If, on the basis of detailed data submitted to your 
committee, the full amount is justifted, the cost is one which, in view of the 
Inecalculable consequences of failure, the United States should be prepared to 
ARSULIC. 

V. The major question concerning the content of United States atd to Eu- 
ropean rearmament is the extent (o which it should be provided In the form of 
military equipment (end-item ald) and In the form of civillan goods or scrvices 
or free dollars (economle ald). 

There aphears to be a widespread confusion over this question, which maui- 
festa Mself in a tendency to exaggerate the {importance of the choice between 
end-item ald aud cconomlc ald. It is erroncous to regard end-ftem ald as facill- 
tating the realization of nonmilitary objectives. Actually, as a matter of prin- 
clple, once the detailed targeta of European rearmament are set, these targets 
coutd be reached by elther of these roads. Thus, if all ald were given In tbe 
form of military end items, it would be possible to concentrate European Indus- 
try and labor more heavily on export, closing the balance-of-payments deficit 
and making cconomie ald unnecessary, Converacly, if only econonmie ald were 
given, the European countries could divert facilities and manpower from pro- 
duction for export and domestle consumption to produce thelr own military 
equipment; the balance-of-paymenta deficit resulting fro the necessary (ncrease 
in Imports of consumer goods and redu exports would be covered by the 
economle ald. Thua fn either case, United States ald would contribute to the 
reallzation of military objectives. 

In practice, ald should be given in both forms. It will probably prove expe- 
dient to give most of the ali in the form of major milltary end items, such as 
aircraft, tanke, artillery, and the more complex forms of signal equipment, while 
the continental countries concentrato on the production of other vehictas, of the 
amaller and simpler ordnance items, and on tho general aupport of NATO forces 
statloned in Europe. But modifications of the program will have to be nmiade 
as tho situation changes and some provision for administrative flexibility in 
shifting funds from ono category to tho other would appear to be desirable. To 
make a rigid legislative allocation of funds hetween tho two categories would 
rule out the possibility of adjusting the form of ald in particular situations in 
order to achieve waximum efficiency [n the combined l0ililary-production 
programs, 

As concerns the administration of United States ald to Ruropean rearmament, 
the most important conaldcratlon is the conception and the purpose with which 
it ia carried out. If i¢ is handled passively, simply aaa problem of transferring 
resources to Europe, it will accomplish only a sinal) part of its potential. Only 
if it is used as a means of effecting a coordination of military effort and economic 
policy among the NATO governments can wo hope for resulta tn Europe com- 
mensurate with our ecodomic sacrifices and thoee of the Kuropeans. This 
problem of conception and purpose fs central; the forms and techniques of 
admintstration should serve that end. 

Authority for the administration of ald should be centralleed as much as 
possible, both in Washington and in Europe. Economie ald should be adminis- 
tered as at present by the ECA or by whatever new foreign cconomle operations 
agency may be established. This agency should act as claimant agency for 
forelgn requirements, and consideration should be given to vesting [n this agency 
authority ¢o aduwinlster United States export controls and to procure from 
abroad materials tau short supply. Alilitary end-item ald should continue to be 
administered by the military departments. Close coordinatlon of the admitnis- 
tration of economic and military ald is essential to an effective forelgn-ald 
program. 

VI. The rearmament of Weatern Europe poses issues of a degree of difficulty 
and complexity such as the United State bas seldom had to face in its foreign 
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relations. Whether the cold war will Iast for 2 years or 20, no one can foretell, 
Whether Soviet pressure against Western Europe will next take the form of 
LN bas attack, diplomatic offensive designed to split the western alliance, or 
fiftth-column subversion based on Internal politteal and economle weakness is 
equally uncertatn. Confronted by these crucial Imponderables, our task becomes 
nothing less than that of organiaing a program of mutual defense which we and 
our allies can sustaln indefinitely, and which is capable of deterring or repelling 
a Soviet thrust in whatever arena the Soviets may choose. Ly demonstrating to 
the Russians the fulility of further efforts to bring Weatern Europe under Soviet 
contro}, we would hope thereby fo lay the basis for a durable negotiated settle- 
ment with the Soviet Union. This task will challenge to the limlt the stabliity, 
the wisdom, and tho skill of our foreign policy, and thereby tho moral resources 
and tho baste maturity of the American people. 5 

Our participation {n the European security program must bo sustainal and 
unwaverlog. The rearmament effort of the continental countries will be weak- 
ened by timidity and hesitancy so long as they doubt the atcadfasineas of purpose 
of the United States, and fear that some future reversal of Untted States pollcy 
may leave them to face the Red army alone across a few hundred miles of Ger- 
man plain. To dispel thls fear, our every official act and utterance should 
reffect our determination to share tn the defense of Western Europe until the 
Sovlet threat to the freedom of that region is abated. 

The common goal {u Western Europe must bo seen as balanced security—not 
as rearmament alone. Our strategy In Weatern Europe will be dangerously 
defective unless It is squarely based on the recognition that the Soviet threat ts 
not just military aggression, or diplomatic mnaneuyer, or internal anbyeraion, but 
any of these alone or In combination. Consequently, the security of Western 
Europe requires that her defenses be strengthened against all the weapons of 
Soviet imperiallam. The pursuit of this objectlye will neceasitate continual 
compromise between greater armed strength on the one hand and economic well- 
betug and advancement on the other. Decisions will have to be made day by 
day as to whether the causo of European security would be strengthened by the 
establishment, for example, of another infantry division at the cost of a further 
reduction in Industrial investment. Such questions cannot be answered con- 
clualvely, and they may be auswered wrong. Bot it is a matter of the highest 
{Importance that such questlons be asked, and that the direction of the rearma- 
ment program be so organized as to assure that they will be asked; for the 
security of Western Kurope must de understood as resting upon the condition 
of Ilfe of the people of that region, on their hope for a better future, and on the 
soclal and political unity of thelr countrica—as well as on their armed might. 
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STATEMENT ON Britany or THE Coxaress OF INDUSTRIAL OROANIZATIONS, SUB- 
Mititeo py NATHAN E. Cowan, Director, CIO Leas tative DerartMENT, IN 
Support or EcoNoM10 ASSISTANCE TO TUK STATE OF ISRAEL 


The Congress of Industrial Organtzations fully supports H. R. 3458, Introduced 
by Mr. McCormack, of Massachusetts, and HL B, 3488, fatroduced by Mr. Martin, 
of Massachusetts, authorizing ceonomle assistunce to the State of Israel. We 
hohd it of prine linportance to give Anancial ald to this new democracy us part of 
our program to strengthen the free world agalnst Communist aggresston, 

We, who are not military experts, would write Into this record our conviction 
that Israie) can play.a formidable and impressive part {n democracy's defense, 
That convictton Is based on un intimate knowledge of the suclal and spiritual 
forevs which have given Hfe to this new modern state, Here, Ina derelict, barren, 
and feudal part of the world, there has emerged a real democracy, cherishing 
the ideals tu whose defense we are dedicated, preserving them and endewlng 
them with vitallty by secking to express aud realize them In thelr dally life, 

We have a profound appreciation of the fact (hat the young State of Israel has 
arisen on foundatlons firmly lafd by free labor, This {s the one state fn the 
Near East lo which workingiwen have developed the very save Institatlons whtcb 
we in America hold so dear. I¢ Is the one state In the Near East where the 
Ktea of freedom is transcendent, arising above atl other copsideratlons, ‘This, 
we as Awericans know aud understand and that 1s why Israel is a reality so 
readily understood and appreciated by American eyes, 

I have epoken In general terms, I will be specific. 

In Israel, the general federation of labor is known as the Histadruth. It Is 
older than the state and it has helped to fashion tt. Jt was founded by 4,400 
Palestine ploncers Just 30 years ago. Theirs was not the task of organizing 
labor within the framework of an existing cconomy—they had to begin by creatine 
the worker, teaching blm a trade. They also had to create work for the worker. 
In those daya, Palestine was a dlsease-ridden and barren wasteland and so the 
Mistadruth had to assume algo the responsibility for ministering to the health 
needs of the worker through its own medical organization, 

Idealistically, the Histadruth was devoted to the purpose of bulldlog a Jewlsh 
homeland on democratic principles. At the same time, It was devoted to the 

85 708—51——-85 


very = 
wet, 


1334 THE MUTUAL SECURITY PROGRAM 


transformation of the people Into productive workers. It had to ralse Hving 
standards and {it had, at the same time, to establish itself in industrial and 
agricultural enterprises to give fobs to all. 

Today, Histadruth has a membership of 340,000 adult workers, representing 
70 percent of the working population. Today Histadruth has become both the 
symbol and instrument of cooperation in the highest sense of the term. 

1 want to tell you more about this unusual Labor movement. I know that this 
Is not a commiltee concerned with labor and its problems, There is another 
committee for that purpose. You are concerned with our forefgn policy and that 
is precisely why I want to enlarge on this discussion. For it seems to me If we 
are sincerely concerned to combat the rise of communtsm in the feudal areas of 
the world, we must think not solely in terms of guns and armaments, {n negative 
propaganda. We must think of positive and workable systems of life which meet 
the dally needs of people and which give reality to their hopes and aspiratlons 
for the future, Here in Israel {s a society where capital and fabor cooperate in 
the common interest. It {s the democratic system proving Its Independence, 
fulfilling {ts purpose. We believe that its steady advance and its consistent suc- 
cess will reflect great credit on the democratic way of life. 

Histadruth, the federation of tabor, fs everywhere in Israel. I have spoken 
of {ts 340,000 adult memberahip. 

Twenty percent of that membership {s found in the 500 agricultural settle- 
ments of the country. Thus, there fs the closest cooperation between settlers 
in agriculture and the workers tn Industry. 

The Histadruth maintains 16 vocational schools and 15 farm schools tn varlous 
parts of Israel—a number of these established with funds provided by the CIO, 
During the 1950-51 school year, the 1,100 Histadruth educational {nstitutlons 
comiucted classes for 78,000 pupils, or 87 percent of the total. The Lilstadruth 
educational system Inctudes kindergartens, elementary and high schools, night 
schools for working youth, and teachers’ seminars. There are 3,482 teachers 
and 700 kindergartens in the Histadruth schools. 

There is a real partnership la Israel between labor and management. Thus, 
@ little over a year ago, the Histadruth took the initiative In setting up joint 
production boards—representing labor and management—as a means of Increas- 
pg industrial output. ‘This has proved of real benefit to the country as a whole. 
In all Its activities the Histadruth has worked hand in hand with management. 
In fact, and thia is one of its unique characteristics, Histadruth has gone in 
partnership with private capital in industries which have developed out of its 
primary building and agricultural {nterests. Quarries, brick factories, cement 
works, an Iron foundry, and a glass factory, were acquired to {nsure a regular 
supply of building materials and equipment to Solel Boneh, the Histadruth Con- 
struction Co., which Is the largest of its kind {n the entire Near East. 

You will ask whether Histadruth !s concerned about the Arabs {n Israel. 

As far back as its 1923 convention, the Histadruth set forth as basic pollcy 
the principle that “creation of friendly relations with the Arab workers shall 
henceforth constitute one of the primary tasks of Jewlsh labor.” This was 1 
year after the Histadruth took the initiative of organizing the Palestine Labor 
League for Arab Workers, which today has a membership of some 35,000 Arabs. 

_ The total Arab population in Israel {3 175,000 enjoying equal rights and privl- 
leges with thelr Jewish compatriots. This was a great step forward for the 
Arabs. Today, the Arab worker is an equal to hia Jewish coworker in Israel. 
He benefits from the Histadruth which has set up a special Arab department 
within fts framework. He receives treatment from the Histadruth Medical 
Organization. His trade-union rights are guaranteed, thus assuring him a decent 
living standard. He partakes In vartous cultural activitles and profits from 
consumers’ and marketing cooperatives. 

Only in January of this year, an important step in the development of the 
Arab cooperative movement took place when representatives of 21 consumers’ 
cooreratives—including 10 tobacco-growlng cooperatlves—from Arab villages in 
Galilee met to elect a coordinating council. The Histadruth had been active 
in these villages and saw in the organization of marketing cooperatives a key 
to ralstng liviog standards for Arabs and an opportunity for Improving thelr 
agricultural methods. The Histadruth, therefore, began orgdntzing local mar- 
keting cooperatives in the villages; these In turn to constitute a central coopera- 
tive which collects the produce for resale at [ts nlarkets In the towns. 

Consumers’ cooperatives are also begining to appear in Arab villages as a 
result of Histadruth encouragement, and the Histadruth hopes to use this medium 
tor educational purposes by fainiliarizing the peasants with @ range of goods, 
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such as kitchen and household implements, work toola, and a variety of sceds, 
which wlll be on sale there. The cooperatives get an Initlal loan, as well as 
help and guidance, from the financial Instrument of the Histadruth’s Arab 
department. 

If I have given you these detailed facts and figures it {s to emphasize that 
our friendship for Israel and its labor movement is based not alone on sentiment 
but on appreciation of attitude and achievement. 

In 1949 n CIO delegatton, chairmaned by President Jacob S, Potofsky, of the 
Amalgainated Clothing Workers of America, and including President Josep 
Curran, of the National Maritime Unlon, and Maxwell Brandwell, acting as their 
adviser, visited Israel to make a detailed study of both labor and governmental 
progress in the new nation. On their return to the United States, they reported 
that there was no iron curtain In Israel. Rather, they found Israel to be “a 
giant goldfish bow] in which every occupant is eager to show his record and his 

lans,” 

y The members of the CIO delegation voiced thelr complete satisfaction witu the 
Histadruth and the Government of Israel as democratic champions in the Near 
East, and recommended support by the CIO of further substantial financial aid 
by the United States Government to the Republic of Israel. The delegation 
recominended also that the moral and financial support extended fo the past 
by oe Cio to the Histadruth “should be continued in even greater measure In 
the future.” 

There is no question as to where Israel's labor movement stands in the present 
work! crisis. The Histadruth has withdrawn from the Communist-dominated 
World Federation of Trade-Uniona, and on April 5, 1951, the Histadruth refused 
to receive a delegation from the World Federation of Trade-Untons, tu discuss 
this question further. The CIO Is confident that in the near future the Hista- 
druth will be welcomed as a full-fledged member of the World Confederation of 
Free Trade-Untons, where it will have the opportunity of making its contrl- 
bution to the democratic world labor movement. 

The CIO and the Histadruth have maiutatned Halson with one another for 
many years to their mutual benefit. President Philip Murray himself has served 
and {s serving now as an honorary chairman of the National Comunittee for 
Labor Israel—and the CIO has further demonstrated Its keen Interest In add 
friendship with the workers of Israel by adopting resolutions on Israel and the 
Histadruth at {ts national conventions, 

1 have attached to this statement the complete text of the last resolution on 
Israel and the Histadruth which was adopted unanimously at the twelfth con- 
stitutlonal convention of the CIO In Chicago, Ill., in November 1950. 

I have confined my statement to an analysis of Israel’s labor movement and 
the affinity with our own. Others can testify more eloquently on the economic 
crises which Israel faces because of its immigration program. Kut I would add 
these observations on this dramatic migration which surely must excite our 
admiration. Since the rise of totalitarlanism In Europe and Asia, nasism in 
Gerinany, and communism in Russia, a host of men and women who belleved In 
free labor and fought for {ts rights were crushed and destroyed. A few somehow 
survived. Many of these have found: refuge {no Israci, the one country fn the 
world which maintains an open-door immigration policy. By far, the greatest 
number of Israel's linm{grants, and surely ail who have come from Europe, are 
refugees fron: nazism and communism. The concentration of this force of 
freedom’s advocates in Israel make this little country one of the strongest 
democratic oasis in its part of the world. 

Israel is the pilot plant of the Near East. Its democratic Ideas must inevitably 
affect her nelghbors, for {deas can surmount boundary lines and overcome 
boycotts and blockades. 

American ald to Israel is crucial to Israel's stability. If we can help this 
little country to become strong, it can become the eloquent advocate and the 
stout defender of all that we as Americans hold dear. A grant-in-ald by this 
Congress to Israel for $160,000,000 will do much to make Israel an !mpregnable 
fortress for democracy in the Near East. It Is eager to assume that role. We 
Americans must help ft do it. 


CIO RESOLUTION-—-ISBAEL AND HISTADRUT 


The young State of Israel In the third year of its existence is engaged in the 
historic task of providing a free and secure home for hundreds of thousands 
of uprooted and oppressed Jews from many lands throughout the world, having 
received nearly half a mililon immigrants during this brief period and holding 
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its gates wide open for even larger numbers to enter during the next few years. 

he'State of Israel has sycceeded In converting these helpless and homeless 
human beings {nto a productive, dignified, and free community ‘imbued -with 
the ideals of democracy and social justice. 

The democratically elected government of the State of Israel has ably demon- 
strated its capacity to serve the new nation and concern itself with the welfare 
of all its citizens, Jews and Arabs alike, promoting universal education, freedom 
of wotship, f om of the press and respect for individual rights. 

The State of Istael has fulfilled its obligations of membership in the United 
Natlons and has demonstrated its sense of responsibility to world peace by 
supporting the United Nations resolution condemning the act of aggression In 
Korea and has offered from its limited resources to ald the United Nations in 
Saran peace in Korea in keeping with the purposes and aims of the United 

ations, ¢ . 

The Histadrut, the Israel labor movement, plays a prominent part {fn the life 
of the country and has been largely responsible for incorporating into its laws 
and customs many progressive labor principles that protect the working condl- 
tions, living standards and human values of the working population which con- 
stitutes the overwhelming majority of the entire population of the country. 

This Histadrut, through its cooperative institutions serves-.the health needs 
of 600,000 Israeli; fosters-educational and cultura) activities; provides vocational 
training for youth and adults; erecta cooperative housing projects for workers 
at low cost; and safeguards the democratic fabric of the State of Israel in every 
posaibié manner. > 

The State of Israel is still burdened with the great responsibility of absorbing 
hundreds of thousands of homeless peopie each year and is further hampered 
by a huge defense budget due to the failure of the nefghboring Arab States to 
conclude a‘ permanent peace treaty with Israel as has been sought by the State 
of Israel, the United Nations, and the United States. 

The Congress of Industrial Organizations-has consistently expressed: deep 
interest In the entire dramatic and rewarding struggle of the Jewish people 
to establish their natlonal home, and has extended {avaluable moral, financial, 
and political aid for the attainment of this goal. 

ident Philip Murray,,on January 10, 1950, in joint and close cooperation 
with President William Green of the American Federation of Labor, called upon 
President Harry 8. Truman and expressed the abhorrence of the American - 
labor movement that the Arab States of the Middle East were being rearmed 
with wedpons for aggressive warfare by Great Britatn, and that this excessive 
rearmament constituted a grave and direct threat to the democratic State of 
Israel; and urged that our Government act to halt this shameful and dangerous 
arms race. : : 

The Congregs of Industrial Organizationa has extended moral and financtal 
ald to the General Federation of Jewish Workers in Israel, Histadrut, thus aid- 
ing it in ite promotion of a bona fide trade ublon movement that Is vital not only 
for the welfare of the state of Israel but for all the nations of the Middle East, 
where labor is notorlously exploited and unorganized: Now, therefore, be it 

. Resoloed, This convention extends {ts heartlest greetings (o the democratic 
state of Israel upon its splendid progress despite adversity, and pledges Its 
continued moral and material support so that Israel may enjoy uninterrputed 
growth, lasting peace, and international fellowship, 

- The CIO convention takes cognizance of the decisions of the second American 
Trade Unton Conference for Labor Israel, held tn Washington, D. ©., on June 
16-18, 1960, to mobilize the fullest moral and material support of American 
labor on behalf of the constructive program of Histadrut In Israel, primarily 
the absorption of immigrants, maintenance of vocatlonal schools, medical services, 
educational institutions, industrial and agricultural cooperatives, trade union 
i vie ye ag sitollar activities which mold the democratic character of the 
fe) a " 

: The convention endorses the efforts of the American Trade Union Council of 
the National Committee for Labor Israel to raise through voluntary means the 
sum of $2,000,000 among the American trade unions for the above-mentloned 
constructive purposes of Histadrut during the year 1950-51. 
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a Hovss or ReereseNrarives, 

-  Coxrrres ON-Foreion AFFAIRS, 
“Washington, D.C. 
s met in the Hou Fore Affairs ‘Committee room, 
the Capitol, 10 a.m., HonJamésP. i 

Chairmayt Rscitarps. The,committee wil} come to ord 
Ladies And gentle wep will continie hearings oh 


ease, 
y Pe mutual 


security proposal. We are privileged to have with us thig mornin 
mbassddor Charles Mf. S rd; ated States Deputy to the Nort 
iH 


Council, NATO tions in Eyfope;, Gen. A, Franklin 
Kibler{ Director, Joint Aygericdn Militafy Adyisory Group for 
Europ; the Honorable Milfgn az, EC pecial Representgtive for 
Europp; and H6ntYilliam Unijed’ States member, Defense 


Produttion Boakd for Eytoptan P; a n. 
a¢g you here with us thjs morn- 
‘i Bit 
u 


Gentlemen, weare mighty glad (gh 
he comic th ent to Eu was-very much imp 
knowledge of yout job. It 


with your spirit of coo ao , 

is might\ good of youto be here ta let soma of the offer members of the 
committed, who could not goo u at the ti 
mittee, reckive the bene our advice kn perches: 

Mr. Cooliige, I expect.the best a top . would be to follow 
the team systém here, and let each ‘one make a statemént. I want to 
tell you gentlemen that we are a little punch-drun ut long written 
statements. We pend your statements to be in-the record no matter 
how long they are, but Ifyou can abbreviate them and just cover the 
main points, we will appreciate it: — 

Mr, Goorwer. I think, Mr. Chairman, you will cover ground if 
you will follow that procedure. 

Chairman Ricuarps. That is in no way to minimize what you will 

. want to tell us. Ido not mean that at.all. You can see what I am 
driving at. We will hear first from Ambassador Charles M. Spofford. 


STATEMENT OF HON. CHARLES M. SPOFFORD, UNITED STATES 
DEPUTY TO NORTH ATLANTIO COUNCIL FOR NATO OPERATIONS 
IN EUROPE 


‘Ambassador Srorrorp. Thank you, Mr. Chairman. Following your 

, suggestion, and Mr. Coole I think we would like not to read the 
statements, but t k.briefly and informally from them. 

e would like to follow the team procedure which we did when 

we met with you in Paris. We shall attempt to make our opening 
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presentations brief, as nu basis for answering your questions and dis- 
cussing the problem with the committee. A : 

Wo constitute, as a team, the European coordinating: committee. 
Tho four of us here—General Kibler, representing, General Handy— 
meet. as a committee periodically in Europe, our objective being to 
. tako sure we are all pullliig together as ati effective team to accom- 

plish United States objectives in Europe, primarily through the in- 
ternational organizations on which we represent the United States, 

In addition to our regular formal meetings, we have a staff which is 
in constant contact. We emphasize in our day-to-day work the team 
concept as the only effective means of accomplishing United States 
objectives, : 

Che previous witnesses which have been before you in your lon 
hearings havo testified to the fundamentals of the United States pol- 
icy which underlio the defense offort. I think it is unnecessary for 
us to cover that ground. T think wo all agree, and completely aftirin, 
that the defense of Europe is inextricably linked with and is essen- 
tial to tho security of the United States; and, also, the building, 
through the Treaty Organization, the North Atlantic Treaty, of a 
shield against external aggression is necessary and n logical exten- 
sion of the shield against internal aggression which was created 
hrouRi the European recovery program. 

I think we can usefully help your committee if we give you our 
estimate of tho situation, such facts as you wish to bring out. (hrongh 
our eau and answer your questions. 

T should like first to say a very brief word about tho Treaty Orguni- 
zation itself. You have had tho details; you have had tho chart; you 
are familiar with the structure. 

I want to make just two comments on our organizational problem 
overseas, Ono is to stress a fact which may be obvious, but which 
I think is not fully understood, that is the actual function of tho 
’Freaty Organization. 

This is an international organization, the end result of whose ac- 
tivities is not merely international agreement, not merely a solu- 
tion, but carrying internalional dccisions into offect. ‘There is an 
executive function to be performed. 

The Treaty Organization is not merely to get agreemont that there 
will be forces on the ground, production programs, but it hns to seo 
that the plans are translated into action. That I pmphasize because 
that is at the core of the organizational problem which wo have had 
over tho past year since the Treaty Organization has begun to take 
definitive shape, and is still an important problem for us. 

During the past year the ‘Treaty Organization, primarily because 
of tho fact that I have called attention to, has evolved in tho direction 
of a more offective international executive mechanism. 

We have simplified and reduced the number of agencles that existod 
a year ago now. We have centralized the authority whero it has 
been possible and practical to do so, tho outstanding example, of 
course, on the military side of SHAPE, the appointment of tho 
coordinzior, the head of the Defense Production Board. 

. We have repiaced to the exterit that it has been possible to do so 
occasional committees with which the Treaty Organization was largely 
staffed a year ago with a permanent organization supported by inter- 
national staffs. ; 
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I think the evolution in that direction must continue, that we must 
increasingly sco a moro effective executive form of organization to 
perform this follow-up function, the executive function, which is at 
the heart of the ‘Treaty Organization problem. 

These agencies, of which [ have just spoken, I think you must bear 
in mind havo been on the ground for a relatively short timo; tho 
council of deputies, for which Iam tho United States representative, 
for 1 months, the Defense Production Board for about 6 months, 
SHAPE for 5 months, and the Finance and Economic Board for 2 
inonths, 

I am not prepared to say, and I do not say, that tho organization, 
tho international organization, averseas is final, or in its most effective 
form. But I think IT can say that we now have agencies which are 
equipped to deal with the main elements of tho problem and are staffed, 
operating, and I think becoming: more effective. 

That is all I should care to say at this time, Mr. Chairman, on 
organization. I think you will probably wish to return to this sub- 
ject when wo come to the questions. 

Ambassador Srorroxp, I should tike to say a few words on my 
estimato of the situation, aud try to give your committes a genoral 
idea of progress in Europe today. 

I will treat the subject mainly from the political standpoint; Am- 
bassador Katz will deal with the economic questions; Mr. Batt, with 
production problems; and Geneni Kibler, with the military assistance 
program. 

Those of you who inet with us and met with General Eisenhower 
Lam suro recall his very forceful statement, which I think represents 
the viows of all of us overseas, that the central problem, tho problem 
which underlies the entire North Atlantic Treaty operation, is the 
development of determination and confidence in the Europeans, the 
development of confidence in their ability to defend themselves. 

General Eisenhower has said to yon and he says it to everyone that 
he ineets with, that no one can defend Europe but the Europeans, 
I think we wholeheartedly concur with that statement. 

The importance of this problem is, I think, recognized by the fre- 
quenoy with which we are asked the question, Will the Europeans 

htf ‘Tho question of whethor the morale, determination, and con- 
fidence which can effectively dofend Western Europe is now in 
existence, 

That, of course, is the test of their ultimato ability to dofend them- 
selves. 

But wo have to look for, and wo have to apply daily, moro immediate 
tests, not the question of whether they will fight, but will thoy take 
action now, this month, next month, action necessary to put. themselves 
in a position so they may not have to fight; in other words, action to 
accept higher taxes, longer periods of service, civilian controls, and 
the various stops which must be taken to create an effective defensive 
structure, 

These steps depend on the same factora, a combination of deter- 
mination and confidence, . 

Thoy are basically, as I think you gentlemen who were in Europe 
realize, problems the solutions of which require political decisions, 
parliamentary backing and public opinion. 
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I well appreciate that you had a great many general statements, a 

t many generalities, and I do not want to deal in this altogether 

in general terms, But I would like to suggest an answer to this 
political question which will be somewhat general in its nature. 

I should like to suggest that we consider that the public opinion 
in Europe since the war has been composed of three main elements: 
those who were with us in any event, those who were aguinst us in 
any event, that is, the hard core of communism, and those who are in 


tween. 

We havo devoted a great deal of attention to the Communist prob- 
lem, and rightly so, because the Communist problem is the toughest 
problem and it is the one which must be solved in the long run if 
Aurope isto have real security. 

- It isa problem in which great progress has been made since 1947, 
and in which great progress has been made last year, despite tho 
votes in France and Italy recently, with which you are familiar, 
which showed a continuing popular vote for the Communist Party in 
these two key countries. 

I think we feel there has been a definite decline in tho influence of 
the Communist element in the past year, shown by tho fact that they 
now are not represented in any government in the North Atlantic 
Treaty governments, They have less control over the labor unions. 
Some of their leaders have defected. Some of their political strikes 
have failed. They have proved themselves unable to obstruct our 
nilitary end-item deliveries. 

I think we agree thoir influence is diminishing. However, there 
is still a hard core, and I think we have to face the fact that over the 
critical years.there will bé a Communist problem, particularly im- 
portant in France and in Italy. 

Now, the middle element which I. ferred to, I think we have 
devoted too little attention to. Like the independent vote in a rene 
many districts, we think it may be decisive. I am not talking about 
this middle element in the way of political or parliamentary aline- 
ments but the large group of those who after the war and up to 
recently have been undecided, uninformed, misinformed, tired, apa- 
thetic, who believe that the United States may have aggressive inten- 
tions, and many of those who saw no alternative to a submission to 
the Soviet if it should choose to move. 

I think there has been a definite and a substantial change in the 
political sltuation in Europe during the past year. I think publio 
opinion is firming up behind the parliaments, behind the governments, 
in support of the defense effort. ; ; 

I think it does come about due to the increasing confidence and to 
the shift of this undecided middle element to our side. That is just a 
judgment. I think that represents the judament of most, if not all, 
of those of us who are working overseas, But we do not have to rely 
entirely on personal judgment, Let mo give a few examples, a fow 
cases which I think tend to support this conclusion. 

You are familiar with the fact, aud I do not want to go into the 
details, that over the past year we have had legislative action in two 

litically sensitive fields, that is, national service legislation and 

efense budgets. ee ; 

Each country except Portage has extended its periods of national 
service and otherwise strengthened its service laws, They are still 
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not adequate in many countries. They are adequate in some, and in 
an increasing number, I think that fact tends to show an increasing 
determination to support the defense effort in that sensitive field. 

Budgets are up approximately 75 percent over pre-Korea. The 
trend is up everywhere. It is steeper in some countries than in others, 
as youknow. It is not the maximum possible; approaches it in some 
cases; and does not approach it in others. 

‘There again during the past year I think we feel we can see evidence, 
borne out by applying that test, of increasing contidence and support 
for the defense effort. 

I could mention other things that do not involve legislation, We 
have had in several countries more courageous and effective efforts to 
curb the Communists, in Belgium, in Franco and Italy, acts which I 
think the governments would not have taken a year ago, but which 
they now fee] politically in a position to take. 

We have had extension of civilian controls, measures for allocations 
of materials in a number of countries, notably the Netherlands, Nor- 
ways the United Kingdom; effective in some and less effective in 
others. 

This action of the sort I have referred to has been taken not without 
some potitical difficulty in several countries. As you know, the Nether- 
lands was without 9 government for 7 weeks. 

(Discussion off the record.) 

Ambassador Srorrorp. After tho political alinement, after this pe- 
riod of political crisis, the Netherlands camo up with a 60 percent 
increased Inudget, a program which involved a 5-percent cut in real 
wages, a decrease in its investment program, and a substantially 
stepped-up support of the Netherlands’ defense effort. 

ake the United Kingdom. ‘Tho real issue behind the Bevan resig- 
nation, as I think you reatize, was the attitude toward the accelerated 
and increased British defense program. That was fought out within 
the Labor Party. I think it is signiticant ¢hat the Labor government, 
under attack from its loft wing, stood firm on its program, which is a 
substantial program, and the Government is still in power. 

Wo have had an Italian crisis, two Italian crises. I do not want to 
go into the details, but I think I can say, and I think it is important, 
after each cabinet crisis, around the circuit during the year there has 
been firmer Government positions in defense of the defense effort. 

One word as to neutralism, which we used to hear a good deal about. 
We hear a great deal less about neutralism this year that we did a 

year Ago. 

, No neutralist candidate was elected in the French elections. Let me 
mention the Danish eleétions. The party which was running on an 
NAT essentially neutralist platform was decisively defeated. 

Let mo say that I think the reasons for this firming up of public 
opinion in Europe behind the defence effort are probably three: Firs 
success in Korea has had a great deal to do with it; but second, anc 
most important, the appointinent of General Eisenhower and General 
Eisenhower's leadership, and third, the increasing deliveries of United 
States equipment under tho Military Assistance Program. 

On the effect of General Eisenhower's appointment, I shoutd like 
to suggest an analogy to the effect of the North African landings on 
the French resistance movement in 12, Prior to 1042, I think most 
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of you will revall, some of you may as I have had personal experience 
with this, you had a limited spirit of resistance, a limited resistance 
movement in France. The reason was that no alternative was appar- 
ent. The French were defeated and were resigned to their defeat. 

After the landings, the resistance movement grew and at the end 
produced some of the finest fighting that the war saw. . 

T think on a broader scale the creation of SHAPE, General Eisen- 
hower's army, and his appointment, has had that effect on European 
opinion as a whole. An alternative is now in sight, a successful de- 


fense now seems possible. . 

One word, if I may, as to the effect of the delivery of United 
States equipment. at has had, of course, the effect of creating 
new units. The outward and sizable signs of strength are very im- 

rtant to the Europeans, The Europeans are equipment conscious. 

ey think the German equipment defeated them; they think our 
equipment defeated the Germans. ; 

So, as they see the new and modern weapons, they realize that the 
American Pivductive genius and power is now operating again in 
defense. I think that fact has had, in addition to the physical fact 
of increasing the forces on the ground, a considerable effect, a most 
important effect, on the morale of the Europeans. 

gainst these positive factors, which I think are operating in our 
favor, we have to recognize there is the other side of the coin. 

The deterrents to faster and more decisive action in the political 
field in support of tho defense effort I think are three: First, we have 
to recognize there is a very deep-seated fear of inflation, due to tho 
rise in prices during the past year, rise in cost of living in most Euro- 
pean countries, substantial ‘in some and worse in terms of trade. We 
may have talked too much about defense burdens and not enough about 
defense contributions. . 

In connection with this fear of inflation, there is n common denomi-. 
nator that all Europeans now have, that every European country 
has seen its currency destroyed in the memory of the present genera- 
tion. So that is a practical matter and nét an economic theory. 

I think the major deterrent to faster and more effective action is 
the fear that the upward trend of military expenditures, taxes, 
controls represent a permanent state of affairs, continuing austerity. 

We have been emphasizing to the government leaders that wo are 
now in @ phase—this, of course, applies to the United States as well 
as it does to Europe, but I am now speaking of the European situa- 
tion—of the capital build-up of our own defense machine, our de- 
. fense establishnients, our capital in defense equipment, which was 
disbursed or.dissipated after the war. We are now re-creating it, 
and we may have to think in terms of capital levy until we reach that 
sécurity point where our capital is esfablished in terms of produc- 
tion, man-hours of training, and thereafter the curve will descend 
and level out, and the burden will be in terms of maintenance rather 
than capital charges, current rather than capital expeiise. 

' The'third problem with which we have to deal, and which is one 

which I think you who are members of the team that went abroad 

recognize, is the fact that our parliamentary situation is very evenly 

balanced... We hat¢ ptecarious governments in most of the countries 

with which we have to deal. That means that domestic politics com- 
; . 
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plicate the situation. Domestic issues affect legislation and govern- 
ment action on the defense matters there, as everywhere, 

I would like to mention as an example, on the issue of appointing an 
American admiral to the supreme conimand, the Conservative Party 
voted against, although the Conservative Party has been most gen- 
erally sympathetic tothe United States view. ; 

Another example of delay was brought about in the French situa- 
tion. I think we have strong individual leaders, and generally in 
many, if not most, countries I think most of them are ahead of their 


parliaments and can be counted upon to help their governments and 


peoples to understand the realitics of the present situation. 

I would like to conclude this very general summation, as I seo it, of 
the political situation in Europe, general and probably oversimplified 
in this way: First, I believe there has been n definite and substantial 
uptrend in morale, confidence, during the past year, most notable 
during the past few months. . 

I think there has been a definite increase in military strength, which 
tho military witnesses have testified to, and will confirm later today 
and next week, measured in terms of men in uniform, military pro- 
duction, although the improved support of public opjnion, the legis- 
lation that. has gone on the books recently, is not fully reflected in 
these respects. 

The over-all picture, of course, is not- uniformly good. It is uneven 
between countries; it is uneven within countries as to different ele- 
ments of the defense program; it is encouraging and dramatic in some 
and disappointing in others. 

The defense upward trend we think represents a creditable and 
definite effort by our NAT partners. 

A final word as to the place of,the United States aid program in 
this picture. The previous witnesses have all emphasized, and I just 
wish to urge in conclusion, without elaborating on the point, that an 
essential element to the completion of the North Atlantic Treaty plan 
for a defense of the west is continuing United States support, in terms 
of both military and economic aid. 

_ They are both necessary to the achievement of an effective posture 
in Europe in time, and time is the factor which we must keep very 
much in mind. 

On the military side, as you know, the military program is designed 
to supply deficiences of the force that will come into being. It is 
geared to military plans. The failure to provide the heavy hard- 
ware means fewer units for General Eisenhower or units that are 
formed behind schedule, again with loss of time, a very vital factor. 

A word as to the economic side, which the others will enlarge on. 
It is marginal and it is supplementary to the effort of our NAT part- 
ners, to be used only in support of the defense programs and to serve 
as'a cushion against inflation. 

That is important because tho transition from the ERP to the NAT 
phase of building up European strength must’ be gradual. There 
must be no sharp reak. There is no profit in building a wall against 
external aggression and permitting collapse within via the Communist 
subversion, which we have called internal aggression. 

- Of possibly the greatest importance to the enactment of the present 
aid program is the positive evidence that will be given to our Euro- 
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pean partners of the continuity of the policy of tho United States in 
support of a North Atlantic Treaty. ; 

As you all know, tho United States leadership is the major factor 
in directing this entire effort. Continuity and consistency are 
essential. 

T think, Mr. Chairman, in conclusion of theso informal remarks 1 
wish to'say that this prograin is essential and offers the best hope 
not only for the security of the United States, but the proservation of 
freedom in the free world. 

Chairman Rrowarps, Thank you very much, sir. Wo will go along 
with the statements and then we will ask questions from the different 
ones. 

Our next witness on the list is Gen. A. Franklin Kibler, Director 
qjeint American Military Advisory Group for Europe. General 

ibler, 


STATEMENT OF GEN. A. FRANKLIN KIBLER, DIRECTOR, JOINT 
AMERICAN MILITARY ADVISORY GROUP FOR EUROPE 


General Kinzer. Thank you, Mr. Chairman. 

Chairman Riciarps, General, I do not know whether you would 
tefer to mako a statement or subject yourself first to questions on the 
suopent military situation or not. Wo will do whichever you 

prefer. 

General Kisirr. I am prepared to mako a brief statement, Mr. 
Chairman. I will say that, as the Director of the Joint Military 
Advisory Group in Europe, I ain directly responsible to General 
Handy, who is the senior United States military representative for 
the Mutual Defense Assistance Pregrain overseas in Europe. It is 
in his place that I have the honor to appear this morning. 

There has been furnished for your record a report by General 
Handy. I am going to follow generally the outline of that report 
in my remarks. 

Chairman Rrcarve. Do you request that General Handy’s state- 
ment also be made a part of the record? 

General Kinter. Yes. It has already been submitted. 

Chairman Riciarps. It will be included in the record, Do you 
have coplest ; 

Mr. Crawrorp. I have copies. I will sce it goes in the record, 

(The statement referred to is as follows:) 


Reroat py Gex. Tuomas T. Hanoy, ComManpen IN Coie, Hunore, TO THE 
Uniten States Concaras on Minitrany Aotivitics In Evrorr 


This ta a brie? report on the military activities of our Ruropean pattnera Jn 
the North Atlantic Treaty during the past year. My oteerrations are based upon 
information acquired during visits I have made (lo my capacity as the United 
States Military Representative for Mutual Defense Assistance in Furope) during 
that perlod to all the Ruropean North Atlantic realy countrles except Portugal; 
through my activitles as the repreeentative of the Joint Chiefs of Staff in the 
Western Koropean Regtonal anne G roup of the North Atiantle Treaty Organi. 
sation; as the milltary member of the Kuropean Coordinating Committee; and 
from periodic reporia made to me by the Jojut American Military Advisor 
Group, Rurope. {a last-named organization is the United Statea Joint Sta 
» located in London that has had the day-to-~lay reeponsibility for representing the 
United States tn defense planning and for the military aspects of the Imple- 
mentation of the milltary-ald program In Europe. | 
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Measured only In (orms of additional manpower In the armed servicea or tn 
new combat unites formed and ready for use, progress during the past year bas 
been aniall, ft must be remembered, however, ‘that most of our European aliles 
had a very poor foundation upen which to build. With (he exceptlon of the 
United Kingdom and Portugal, thelr military services were wrecked durlog World 
War Uo and thelr oqulpment completely destroyed. Portugal, with no revent 
military history, has an antiquated mllltary establishment and the United Kiug- 
dom had, like all democracies In the postwar perlods, allowed ber inilltary 
establishment tu run down. 

In tho perlod between World War TD aud the advent of Comuunist aggression 
In Korea, all the Western European countries had been engaged primarily in 
rebuilding thelr civillan economy and attempting to restore the stability of their 
political structures, The military services were forced tu begin thelr rebuilding 
with odds and ends of equipment left aver Crum the Gerinan surtender, acquired 
from the United States or the United Kingdom at the eloge of the war or from 
Varlous other sourves, 

A problem of cqual Linportance was that cf persunnel. Followlug the surrender 
of the European armules early in the war, uo new officers, goncumalssioned otf 
cere, or techniclans were tratued. These, as you kuow, are the buckbone of any 
etficlent military organizations the Instructors of recruits, the maintatuers of 
equipment, and the basle combat feadera in battle. 

Schools and trainiug centers reestablished since the wer had not turned these 
apeelallsts out fn adequate numbers, Ina number of cases the capacity of these 
fextallatious is elt daadequate. Sentor officers preseutal less of a problem, but 
ever here lack of experleuce laut made more dithcult the task of reestablishing 
eflictent sorview staffs and rulnistries, 

During the past year, however, and espeelally since the oulbrvak of war tn 
Korea, all coutitries have been actively engaged In laylug the ground work that fs 
nevessary (o the effective development of a sound military poeture. Service 
schools are belong expanded and (raining centers reorganized te make more effec. 
tive use of avallable faciiitles, More modern methods of tusteuction and trala- 
ing are belng employed A substantial number of fostructor-type personnel and 
tevhnliclans have been trafued in United States schools and fiustallatlons and 
returned to thelr own countries as tnstructors, Terms of milltary service have 
been tengthened, Militury services are belog reorganized to produce combat units 
htat will Mt more readily Into an Integeated alll army. Not all countries have 
done all of these things for change ix not easily effected In countrles of strong 
teaditlons, but very real progress has been made. 

The things LT have Just mentioned are matters which cach country must deal 
with individually, There are tnany other matters fn (he collective planning field, 
however, In which progress has also been made. Understandings have been 
reached tn a number of matters pertatuing to the relingulshment of natlonal 
sovereignly in time of war—au extremely sensitive matter and one representing 
material concessions on the part of several countries. Agreements have beea 
Teiched on standardized procedures in any areas of military endeavor which 
Will assist in the effective collaboration of allied units In war, This typo of 
eaudeavor ts an essential prelude to the developinent of au Integrated force under 
an allled supreme comnander, 

Progress has also been made in drafting defense plans, It remains for tho 
Supreme Headquarters Alliod Powers fu Europe to refine these plans for (he most 
effective operational use, but they have served the very real purpose of defining 
the magnitude of the task ahead of us and of elfclting commitments from patlons 
for raletng the major portion of the forces which this planning has shown to be 
required for a sucecesful defense of Western Europe. The ralsing, equipping, 
And training of theso foreve {a obviously the major task confronting ua, My 
views on the progreas &0 far nade by each country in meeting its military com- 
mitments, as well as my catlwate of the likelihood of their reaching them by 
UK, 1 shall discuss separately because of the security aspects of my remarka, 
(Sco annex A attached.) 

The judgments expressed as to the ability of countries (the United Kingdom 
excepted) to achlere their NATO force conunitments is based upon thelr ablilty 
to ralse, organize, tralo, nud partlally equip the forces represented by their com- 
taliments. With maximum use of the present cpfactty to produce milltary end 
(tems in Western Kurope, [t is clearly not possible within the tlme required to 
equip adequately the forces to be raised by Western Kurope. This iz the basle 
reason why it Is neceasary to make available Untied States end item and eco 
nomic afd. 
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The mutual defense assistance program has contributed materially to the suc- 
cess which the European connirles have had in having the ground work for greater 
defense progress [n the future and can be expected to have an {ncreasingly strong 
effect as dellveries of military equipment speed up. I have mentloned the fact 
that a substantial number of instructors and technicians have been tralned in 
United States Installations, These Instructors, having returned home to their 
own training centers, are having marked success in improving the quality of 
training in every country. This {mproved tratning and the Increasingly large 
flaw of new equipmegt have been basic factors [n the Improvement of the morale 
of the Kuropean armed forces that {s apparent to all observera. Furthermore, 
the mutual defense assistance program {s positive proof to the Europeans that 
the United States {s wholehcartedly behind the NATO defense effort. This 
stimulus Is needed by the European countries in order to completely erase the 
apathy with which they have heretofore been plagued and encourage them to 
Increase their own efforts towant ralaing forces and manufacturing munitions. 
Our representatives In each of the European countries are giving valuable 
assistance to insure that the equipment being furnished fs properly used. These 
efforts are even now being nugmented by General Fisenhower and his staff who 
are charged with seelng that national forces are organized and trained in auch 
a manner that they can be integrated into an effective Allied Army. I am con- 
fident that, given time, this goal can be reached and United States security very 
greatly augmented thereby. 
One final thought: We can nelther maintain our way of life nor indefinitely 
insure the security of the United States without the full assistance of the NATO 
‘countries. It is Imperative, then, that we hold our allies In Western Europe— 
the manpower and Industrial capacity that enables us to maintain a favorable 
apbisitee} balance of strength. As I have indicated, our European allies are 

ncapeable, In the time considered to be available, of raising and cquipping, 
unaided, the forces needed for a successful defense of this key area. Only the 
United States can provide this needed assistance: It Is my considered plas 
therefore, that mutual defense assistance to our European alles ts our only 
acceptable alternative and must be continued. 


General Kreter. General Handy is responsible for_tho military 
activities of the Mutual Defense Assistance Program. I am going to 
talk about the military activities of our North Atlantic Treaty part- 
ners, and the impact of the Mutual Defense Assistance Program on 
improving their miliary posture. 

fy organization, which we call JAMAG, is the staff for General 
Handy in executing his mission of the general responsibility to the 
Secretary of Defense and Joint Chiefs of Staff for the Military As- 
sistance Program in Europe. We work very closely with the other 
regional agencies and coordinate the military part of the program 
with the Office of the United States Depnty Ambassador Spofford, for 
political aspects, the Office of the Spec at Representative for Eco 
nomic Cooperation Administration, Ambassador Katz, for the eco- 
nomic aspects, and the Office of the United States Representative of 
Pee roduction Board, Mr. Batt, for matters relating to European 
uction, 
: At the country level, there is a country team of which the Military 
Assistance Advisory Group, which we call MAAG, also a joint Army, 
Navy, and Air Force organization, carries out the military portion 
of the program, under the operational and policy control of JAMAG. 
' This group is responsible for the programing of end Stems and 
training, requisitioning, receiving, and turning over equipment, to- 
ther with its subsequent inspection to insure proper utilization. At 
th the cquntry and the European level, the military organization 
-works in close coordination with their State Department and Eco- 
nomic Cooperation Administration counterparts, 
‘--AVe recognize that the closest integration must exist between the 
United States agencies responsible for the Mutual Defense Assist- 
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‘ance Program and the Supreme Hearquarters Allied Powers in 
Europe, SHAPE. General Eisenhower, however, does not desire to 
affect his international status by assuming responsibility for what is 
strictly a United States program. 

Moreover, it is recognized that a tendency might develop for inter- 
national members of his staff to attempt to participate in allocating 
the equipment provided by the United States Mutual Defense Assist- 
ance Program. 

A close-working channel, therefor, has been developed between the 
Joint American Military Advisory Group and the United States 
lement of SHAPE to insure that end-item and training programs are 
developed on a United States-eyes-only basis but thoroughly in con- 
sonance with SHAPE’s force requirements, General Eisenhower's 

fans for their employment and his views as regards interservice and 
Interconntry priorities, 

In considering the present status of the North Atlantic Treaty 
Organization nations, it must be remembered that most of our Euro- 
pean allies suffered seriously during World War II in losses of man- 
power, resources, and protluctive means, 

Moreover, with the exception of the United Kingdom and Portugal, 
their military services were wrecked and their military equipment 
largely destroyed. 

Our allies, therefore, had a very poor foundation upon which to 
rebuild their military forces, ‘They were forced to begin their re- 
building with odds and ends of equipment which were salvaged after 
the German surrender, or were acquired subsequently from the United 
States, the United Kingdom, or various other sources. 

Following the surrender of the European armies early in the war, 
no new officers and noncommissioned officers were trained. These, as 
you know, are the backbone of any efficient military organization: 
Fhe instructors of recruits, the maintainers of equipment, and the 
basic combat Jeaders in battle. 

Given sufficient time and the will, our allies could achieve a meas- 
. ure of military stability with a minimum of assistance. However, 
with increased evidence of Soviet aggressiveness, time has become the 
essential consideration. dt 

Our North Atlantic Treaty Organization partners cannot achieve 
the goals, called for by the European defense plan, unless they are 

iven substantial United States assistance in the form of United 

tates end-item equipment, training assistance, production know-how, 
raw materials, and the many other things which a modern army re- 
quires and which are essential to the successful waging of modern 
war, together with whatever economic help is required to support the 
basic economy upon which the military efforts rest. 

Now, what has been the impact of the Mutual Defense Assistance 
ie dae upon the European military picture? ; 

The Mutual Defense Assistance Program is positive proof to the 
Europeans that the United States is wholeheartedly behind the North 
Atlantic Treaty Organization defense effort; and this moral and 
physical backing has gone a long way to erase the apathy with which 
they have heretofore been plagued and it is encouraging them to 
increase their own efforts toward raising forces and manufacturing 
munitions. 

Some specific fields in which their efforts have been stimulated by 
the Mutual Defense Assistance Program are: 
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Service schools are being expanded and training centers reorgan- 
ized to make more effective use of available facilities; 

pore sem methods of instruction and training are being 
employed; 

p proximately 10,000 instruetor-type personnel and technicians 
have been trained in the United States schools and installations, and 
returned to their own countries as instructors—— 

Mr. Vorrs. Just a second. Would the chairman yield to me for a 
momentt We have been here for an hour and we have heard merely 
a repetition of general stuff, a lot of which we got in the background 
documents some months ago, about organizations, eto. 

T wonder if these gentlemen have been at all briefed on what we have 
heard and what tho time element is with us 

T am inquiring, because if it is proposed to spend tho next hour in 
repetition of stuff we havo already heard a dozen times, I would like 
to go to my office. 

hairman Riciarps. Well, the idea was that these gentlemen would 

ut their statements in the record and subject themselves to question- 
ing, because our time is rather limited. We are trying to finish all 
testimony Tuesday. 

You see, we have come down to the point where wo want to ask 
ques ione, We have heard the general policy over and over again. 

6 have been running three sessions a day for 2 or 3 weeks, We are 
just going over old ground now. ee: 

If you gentlemen want to do that, we will hear you, but these mem- 
hatha ere really want to get down to the bone of contention in these 

n 

I do not know that you have been briefed on that or that anybody 
has told you what we have heard before this committee. 

Has the clerk or anybody told these gentlemen what we want? 
Where is Mr. Coolidge 

Mr. Crawrorp. The chairman is asking if these gentlemen have been 
briefed _on the testimony previously given tho committee. 

Mr, Coorrpar,: Yes, they have, Mr. Chairman. Tho thought was . 
that from their point of view you would like to know tho general 
situation there, but it was not expected it would take much time. 
Their point of view is a different one than exists in Washington. 

_ Chairman Ricuarne, We will not get a chance to ask any questions. 
This is just @ morning session. : 

- Ambassador Karz, May I make a suggestion? Why not go on to 
the questioning. I am sure that is satisfactory. 

Mr, Cuirgerriezp. Is this the only day that you are going to bo 
before ust 

Mr. Vorrs, It is the only day planned, is it not? 

- Chairman Rictrarpe, If we cdo not get the answers we want to all of 
the questions, you gentlemen will have to come back. 

Mr, Cootanar. When they were briefed, I think thore was a con- 
siderably longer time on the schedule. - ea 

Chairman Ricitarns. If there is anything we want, wo will extend 
the time. I agree with Mr. Chiperfield and Mr. Vorys. ‘We are really 
going to be wasting & lot of time here for a matter that is going in the 
record anyway. 

We can read that any time. 


. 
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Mr. Coortnar. Iam sure, Mr. Chairman, you will get no objection. 


from the witnesses if yon go right. to questioning. 

Ambassador Karz. If it represents the preference of everyone in 
this room, why not do it? 

Mr. Maneriptp, May I suggest then that Mr. Batt join the rest of 
the team, and they all file their statements for the record so we can 
study them, and start with the questioning. 

Chairman Rtewarps, I think that is a good idea, Mr. Batt, will 
you come forward? All of these statements will be filed for tho 
recor if there is no objection. 

(Tho statements referred to are as follows :) 


STATEMENT oF AMBASRADOR MILTON Katz, UNireD States Spnctal Representative 
In Evrorn, ECA 


INTROOUCTORY STATEMFNT 


On the basis of 3 years of work and observation In Europe, it ls my judgment 
that the Mutual Security Program, now before the Congress, is soundly designed 
to meet critical Untted States needs In Europe. Its justification rests upon tbree 
central propositions: 

That, reniistically seen and understood, Europe is a battleground whose se 
curity Ja critically important to the security of the United Statea. 

That, during the past 3 years, the United States and {ts allles have been win- 
hing iu the struggle under way—but far from won—in Europe. 

That the Mutual Security Program {s needed (o bring into being the means 
essential to consolidate the positions already won and to extend our gatns to 
the pofnt where the security and peace of the United States and the Atlantic 
community can be firmly established. 


I. THE. BETTING 


Europe has been under atlack by the Soviet Union and its agencles and lastrn- 
ments since 1015. The attack has been both internal and external, The many- 
alded internal offensive has included polltieal penetration and the attempt to 
disrupt parliamentary processes through the Communlst Party and Communist- 
front organizations; (he penetration and capture of labor unions; economic dis- 
locatlon through political strikes and sabotage: and a vaat propaganda appara- 
tus. Tho extcrnal aggression has included the systeniaile exploitation of the 
fear of war, in which a primary instrument has been the shadow of the Red 
army; the cutting off of exports, az la the case of manganese; actual blockade 
in erlius: and the fomenting and support of guerrilla warfare in Greece. 

aan offensive was aided by the economic distress and digtocation following 
the war. 

Until 17, the defense was limited and aporadic. Since then, the defense has 
become increasingly comprehensive and systematic. The United States partict- 
pation tn this defense has evolved from the {oterim-atd programs and the support 
of Greece in 1047, through the Marshall plan and the steady dere: nt of mu- 
tualddefenge arsistance and the United States role In the North Atlantic Treaty 
Organization. The Mutuat Security Program now before the Congress repre- 
senta ad appropriate and necessary next step. 

On the record, these polictea and thelr execution have been vindicated by 
events, 

I shell undertake briefly to review the record, and to outline the job being 
pana and which must be done, particularly fo its economic and production 
aspects, 

1%, THE BNOORD TO DATE ON THE ECONOMIO FRONT 


A. Gains tn production 

1, Industrial production.—in 1017, the level of over-all industrial produc- 
tlon in the 18 Marshall-plan countries had fallen to 87 percent of the level of 
1838, In 1950 it had Increased to 127 percent of the 19338 level. This increase 
represents as Improrement of 46 percent since 1647. 

2. Agricultural production.—In 1047-48, the level of over-all agricultural pro- 
duction fn the Marahall-plan countrics was only 88 percent of the prewar level. 
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In 1950-51 it was 110 percent of the prewar level, representing an improvement 
of 25 percent since 1947-48. 

3. Industrial production—Sicel; cicctric power; olf rcfining; coal; rati trans- 
porf.—Advances of the same order have been registered In the production of 
basic materials and services. 

(a) Steci—Steel productlon, which {n 1947 was down to 68 percent of the 
1838 level, was up to 112 percent of this level In 1050, representing an ad- 
vance of 65 percent. 

(0) Eicctric potccr,—The production of electric power, which was at 131 
percent of the 1038 level in 1647, was up to 178 percent In 1950, an increase 
of 37 percent. 

(c) Petroleum rcfining.—Olt-refining capacity, which in 1947 was cqual to 
the prewar level, was raised to 300 percent of the prewar level in 1950, an 
increase of 200 percent. 

(d) Coal—Coal production, off to 77 percent of the 1938 level in 1047, 
was up to 03 percent In 1950. : 

(e) Rail traneport.—Rall transportation, which was at about 105 percent of 
prewar levels in 1047, was up to 124 percent of the prewar level In 1050, an 
improvement of 18 percent. 


RB. Gains in tntra-Kuropeen trade 

In 17, the vital process of exchanging goods and services between the 
European countries was at a very low ebb. The aggregate volume of this 
teade for the Marshall-plan countries in 1047 was only 0d percent of that In 
10938. In 1850 the volume of this trade rose to 124 percent of the 1038 level. 


O. Deduction of dollar defictt 
In 1017, the aggregate dollar deficit of the Marshall-pla1 countries reached 
a level of $8.5 billlon. In 1950-51, this had been cut. shaeply to $1.0 billion. 


D. Progress toxard economic tntegration 

Special mention should be made of three Important steps toward the develop- 
ment of free Europe's resources in terms of Europe as a whole. 

1. The Europcan Payments Union.—One of these is the establishment of 
the European Payments Unior During its firat year of actual operation, it 
faced successfully two crises. One was the abrupt pressure upon European 
payments patterns resulting from the Communist aggression in Korea. The 
other was a sudden and critical drain on German payments resources. The 
initlative and responsibility displayed by the Managing Board of EPU give solid 
promtse for the constructive development of this institution. 

2. Trade tideralization—Iin the course of the last 12 months, member coun- 
tries of the OEEO (with exception of a few countries faced by special financial 
difficulties) agreed to remore all import quotas on goods accounting for 75 
percent of the value of thelr imports on private account from other member 
countries in 1948. 

8, Schuman plan—-The Schuman plan has been initialed. The plan is de- 
signed to establish conditions under which the coal and fron and steel indus- 
tries of six Western European countries would operate in a single market. 
Within this market, it is contemplated that all tariff and quota restrictions 
on coal, fron, and steel are to be abolished. The plan now awaltsa the neces 
sary parilamentary approval to go into effect. 


TIL, THE RECORD ON THE POLITICAL, LABOR, AND INFORMATION FRONTS, AND IN 
BERLIN AND OREECE 


A. Gains on the political front 
L. Communtet etrength in tamente.—In Britain, the two Communists who 
had been members of Parliament have been defeated. In Norway, the 11 
- Communists who had been members of Parliament have been defeated. In the 
Netherlands, the number of Communist membera of Parilament has drop 
from 10 to 8 (out of a total of 100). In France the Communist membership 
in the Parliament has been reduced from 181 to 101. In Belgium, the Commu: 
nist membership in Parllament was reduced from‘'23 to 7. In Austria's postwar 
gerlementaty election, the Communists won only\5 out of 165 seats. In the 
parliamentary elections In the Federal Republic of Germany, no Commu- 
nist candidate succeeded in winning a majority vote in any district. Through 
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the workings of the German system of proportional representation, 15 Com- 
munists are nembers of the Bundestag, whose total membership Is 402. 

Despite these gains, the size of the Communist vote In the recent elections 
in France and in Italy make It clear that the struggle on the political front is 
still a matter of grave concern. 

2. Turkey—-The dramatle evolution of government In Turkey, through free 
elections, to a parliamentary democracy, is, of course, primarily a tribute to 
the people of Turkey and {ts leadere. They were better able to succeed tn their 
remarkable efforts in the context of the Marshall plan and European cooperatton. 


B. Gaine on the iabor front 

Gains on the labor front include—i. The rise and increased strength of the 
free trade-unions in Fronce—FO and CFTC.—It \|s estimated that since 1047 
the Communist-dominated CGT has lost close to 2,000,000 of {ts members. It 
remalns, however, the largest labor-union federation In France, with a mem- 
bership of from 3 to 35 million. Many of these have remained unaffillated 
with any union; many have joined the FO and CFTC. The membership of 
FO now stauds at about 800,000; that of the CFTC at between 500,000 and 000,000, 

2. The rise of the free trade-untons in Italy—CISDL.—It 1s estimated tbat the 
Communist-led CGIL has lost close to 2,5 milllon members, But It remains the 
largest labor-union federation in Italy, with a membership between 25 and 3 
million. The newly formed free labor unton, the CISL, has a membership of 
about 1,200,000. Another smaller non-Communist union, the UIL, has a 
memberahip of 300,000. 

3. The risc of thc Intcrnational Confederation of Free Tradc-Unions (ICFTU) 
and the numcrous withdraicals from the World Federation of Free Tradc-Unions 
(WFTU).—The ICETU now Includes in its membership free unlons from 60 
countries with ap estimated membership of 52.5 million. 

4. The failure of the Communist-dominated unions, in spite cf strenuous cforts, 
to close the porise of Marecilics, Cherboure, Anticerp, Gcnoo, and Napics and 
other great ports to arms-aid shipments.—Dezpite these gains, the continuing 
gtip of the Commun!sts on the largest labor uvions of France and Italy remains 
one of the serlous danger poluts iu Europe. 


©. Reaulla on the information front 


1. Newspaper corcrage on cconomtc ald.—Weatern Europe's 2,000 dally news- 
papers have this past year given an average of 8,000 articles per week to thelr 
60,000,000 readers on American economic ald, twice as wany as a year ago. 

2. Newsrecl corcrage on the Marshall plan.—ECA's monthly newsreel corer- 
ages are being shown In commerctal theaters {n Europe with an average weekly 
audience of 30,000,000 people, and ECA documentary films were shown to a total 
commercial audience of 64,000,000 and to a total noncommercial audience of 
33,000,000 during the past 12 months. 

3. Radio corcrage on tke Marshall plan.—in programs varying In length from 
5 minotes to 1 hour, 45 ECA radio shows per week have been broadcast on the 
networks of the 17 Marshall-plan countries to an estimated audience of 
125,000,000. 

4. Other forme of information.—More than 26,000,000 Europeans have seen 50 
Marshall-plan exhibits during the past year. To tell the story of the motives 
and solid practical results of American aid, wall newspapers on ECA have been 
widely distributed In Turkey; mobile motion-picture units have been used in 
italy and France; an exhibit boat has been used among the Greek islands; barges 
in Holland; and a traveling train In Germany, Austria, France, Italy, and Greece. 

5. Decline in Communist newspapers circulation.—Since 1947, with one excep- 
tion, every French Communist dally newspaper, every Communist weekly, and 
every Coinmunist monthly has significantly lost circulation. The exception {s 
Heures Clatres, a monthly picture and style magazine for women. 


D. Victorica in Rerlin and Greece 


The mention of Berlin and Greece tell their own story. These have been the 
two conspicuous points of external aggression against free Europe In the un- 
relenting Sovlet Communist attempt to subjugate it. 

The triumph of the free pedple of West Berlin and the airlift over the blockade 
and the triumph of the Greek people with American ald over the guerrilla attacks 
fomented and assisted from Soviet-dominated Europe are two immensely sig- 
nificant victorles In the hard record of the years since the war. 
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IY, THE BULLD-UP OF KUROPE'S MILITARY DEFENSES 


A, Nuropecan defense budgets 

In the fiscal year 1949-50, ending with the outbreak of the Communist aggres- 
sion in Korea, (he aggregate defense budgets of tho nine European NATO coun- 
tries (excluding Portugal) amount to $4,645 million, of & percent of grossa national 
product. The figure for the United Kingdom was $2,105 milllon, or 5.7 percent 
of gross national product; for France, $1,0i4 mllilon, or G3 percent of gross 
natlonal product; and for Maly, $475 millton, or 3.4 percent of gross national 
product. a 

In the fiecal year 1950-51, which has just been compteted, European defense 
expenditures began to rise. The aggregate figure for these European NATO 
countries was $5,979 million, or 6 percent of gross national product. The ficure 
for the United Kingdom was $2,450 millilon, or 0.2 percent: for France, $2,235 
inillion, or 8.2 percent; and for Italy, $50 million, or 4.3 percent. 

During the current fiscal year 1052, the defense budgets of these NATO coun- 
tries will rise again, and at a faster rate. 
_. (Here Ambarzacdor Katz discussed plans by which the total NATO defense 

budgets would be Increase.) 


B. Comparison with the Uniicd States 

In the United States, the pre-Korea level of defense expendilures during the 
Gscal year 1940-50 was $13,200 mililon, or 5. 1 percent of gross national product. 
Thia percentage was approximately the same nas the perventage of the Western 
European cotuntries. In the fiscal year 1950/51, however, the defense budget 
level was upped (to $22,200 million, or 7.3 percent of gross national product, 
which was aubstantlally higher than the figure of 6 percent of gross national 
product In Western Europe. In the fiscal year 1052, the President has recom: 
mended a level of defense expenditures which, if the recommended expenditures 
for foreign ald, both milltary and economic, are included, would aggregate $16,- 
000 million. This figure is stated on an expendifure, as contrasted with an 
appropriation baals, the expenditure basis being a proper one to use in compar: 
ing American with European figures. Expenditures of this teve) will amount to 
about 14 percent of gross national product. [Here Ambassador Kats compared 
the defense expenditures of the United States In relation to the gross national 
product with the projected increases Jn Western Europe.) 


O. Basto indloators to assist in evaluating foregoing data on a comparative daats 

1, Per capita grove nation product. In the United States, ser capita gross 
natfonal product for the fiscal year 1050/51 was $1085. In the nine European 
NATO countries (exelnding Portugal), lt was $000. In the United States, this 
figure will Increase to $2143 In the fiscal year 1052. In Europe and NATO coun- 
tries it will increase Ukewlse, but only to $€20, * 

2 Real wages.—During the pre-Korean perlod (early 1950), approximately 7 
houts of labor were required In the United States to earn enough to buy one 
bate of shoes, The corresponding figure for the Kuropean NATO countries 
ranged from 13 hours in United Kingdom to 55 hours In Italy. 

In the United States, 34 minutes of labor were required to buy a pound of but- 
ter, as compared to 40 minutes in United Kingdom, 8 hours in France, and 8 
hours and 20 minutes in Italy. 

To buy a palr of worker's over-alls requires 2 hours 6 mlautes of work in the- 
United! States, 10 hours 22 minutes In the United Kingdom, 14 hours 30 minutes 
‘In France, 48 houts 37 minutes tn Italy, ' 

To carn.a 8,7 cuble-foot refrigerator required 153 hours of work iu the United: 
States, 637 hours tn the United Kingdom, and 604 hours in Italy. 

Tn the United States a bicycle can be earned in 85 hours, while it takes 90- 
hours on the average to earn ono in United Kingdom, 118 houra In France, 183 
hours In Italy. ; 

Trénds in per capita consumplion.—Netween 1089 and 1050/51, per capita 
consumption in the United States rose 86 percent. In the European NATO- 
countries, it was, with some variation between countries, about the same in 
aseeo ard acts facts which rtist be kept {n raind whe 

eno ard ¢ facts w Totist ept In mind when a comparison between. 
the United States and Western Kurope is made. 5 m ’ 
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¥. FOONOMIC AND PRODUCTION ASPACTS OF EUROPE’S DEFENSE BUILD-UP 
A. Continucd increases in basto production 


1. Over-ali production.—On the basis of current indicatlons, we delleve that 
the aggregate gross natlonal product of the European NATO countries can be 
Jucresnsed during the next year from tho present level of about $101 billlon to a 
new high level of about $105 billlou, or an increase of approximately 4 percent. 

2. Coul—lIe is particularly important that the productlon of coal be stepped 
up, since coal is currently being Imported from the United Statea, at the rate of 
2 iilllion tons per month, Our European NATO partners are alive to the 
gravity of the problem, and strenuous efforts will be made further to increase 
coal production. 

3. Petrotcum.—European refining capacity continues to be rapidly augmented, 
It Ia expected that the present production rate of 1 million barrels per day will 
be Increased to a rate of 1,250,000 barrels per day by the end of 1052. 

4. Satfur.—Sultur ts critically short in Western Europe. Since exports from 
the United States are the chfef source of European supply, Europe is now largely 
tlependent on the size of United States export allocations, However, Europe ts 
undertaking to expand supplies of sulfur from pyrites, anhydrites, and zinc 
blends to substitule for crude sulfur Imported from the United States. 

5. Kicetric power.—Eilectric power Is in short supply in nearly all the Western 
Kuropean countries. However, additions to gencrating capacity are belng made 
at the rate of 5.2 inillion kllowatta (or approximately B percent) per year. Addl- 
tlonal expanston plans are under consideration. 

6. Nonferrous metate—The production of the six principal nonferrous metals 
(aluminuin, copper, lead, zinc, tin, and nickel) in the Marshall plan countries 
and thele overseas territories Increased from 340,000 tons in the first quarter 
of 1050 to 378,000 tons fn the first pels of 181. Large development projects, 
including lead and zinc minea in Morocco and aluminum refining facilittes in 
Norway, have been or will shortly be instituted. 

7. Food.-The tucreases in agricultural production since 1847 have no more 
than kept pace with increases in population, and more Intensive effurts will be 
required in the future. It is expected that over-all agricultural production will 
increase by approximately 6 to 8 percent in the next 2 years, but it Is possible 
that these estlinates may be upset as a result of unfavorable weather condltions, 


RA, Productivity . A . 

There Is good reason to belleve that the level of industrial productton per man: 
hour can be Increased by approximately 4 percent during the next fiscal year.or 
two [n the European NATO countries taken as a whole. 


@. Controlling the uaca of materials in short supply 

A few countries (the United Kingdom and the Netherlands) have established 
a form of priority system under which certain critical materials are allocated 
to defense and other esrential industries. Across-the-board reductions io the 
use of certain materials have been made by some countries (particularly the 
United Kingdom and Norway) and end-uso prohibitlons similar to those in the 
United States have been applied in a number of countries. With respect to a 
very Ilmited lat of materials, principally copper and other nonferrous metals, 
there has been a limited application of inventory controls. 

In the case of materials requiring import licenses, the necessary end use of 
quantitative controls can to some extent be effected through the administration 
of import controls. . 

The actual margin available for reduction {n less essential uses {s naturally 
more limited In Europe than in the United States, because of lower levels of 
consumption. For example, the United Kingdom can produce about 400,000 auto- 
mobiles a year, of which 320,000 are reserved for export to earn vital foreign 
exchange. ‘Asa reault, sa 1 Pereon in 635 has even a chance to purchase a car 
in any year, as compared with 1 fp 35 in the United States, 


Vi, THE FUNCTION OF KCONQMIO ASSISTANCE 


The mutual defense assistance program which has been recommended to the 
Congress includes a request for economic assistance to Europe fn the amount of 
$1,650,000,000. After making allowance for certala sums to cover the develop- 
ment of basic materials, ocean freight for voluntary relief packages, technical 
assistance, and recommended ald to Yugoslavia, there would be left $1,512,000,000 
for economie assistance to the countries of Europe which would fall within (itd 


program. 
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Hy econonilc assistance Js meant agsistance other (han military cud producta- - 
1, @, Coola, materials, equipment, and food for the purchase of which dollars are 
required. Properly understood, cconomle assistance and milltary aastletance are 
two phases of A single process. Military atd—i. ¢., grants in the form of milltary 
end producta—Is in fact also econorie atd, alneo in the absence of auch ald the 
drain upon the cconomy of the reciplent country to bulld up fits necessary 
defenses would be muth greater, Economic aasistance—l. ¢., ald In tho form of 
dollars to purchase toola, niaterials, equipment, And food—ia alae in fact milltary 
ald, In that it makes possible the effective mobilization of the neiplent countrica® 
redources to bull wh thelr military defenses, The principal functlona of 
rei te naslatance for helping (o bulld up defenses of Kurvope agalnat aggression 
are theaa: 
A, BYfcelive moditisalion of Rurope's resources for the manufacture of arma 

1, The countries of Kurope have major resources for the production of military 
equipment and eupplica in the forni of managevient, Jabor, research sclentists 
and (technicians, faciiitles and materlala. In themselves, they are Inadequate to 
dulld up the equipment and supplies needed at a sufficiently rapid rate, Woen 
supplemented by materials, tools, and productive equipment from the United 
States, thelr capacity to uce ja significantly Increased. For the United 
States each article of military cquinment and supplies produced $s much leas 
costly than the eame articte would have been if produced entirely from the 
resources of the Uniied Statce. 
R, Inercasing baste production 

The capactty of Nurope both to produco armaments and to malntatn operating 
defenalre forces depends upon basic eloments in {te Cconomy, auch ag transporta- 
tton, communications, electric power, fuel, steel, and fool. Economie agalstance 
which Increases the strength of these basle elements of the Kuropean cconomy 
correspondingly increases its defensive alrength. 
QO. Defense againet internal aggrcasion 

The Soviet Comuiunist offensive against free Kurope is both internal and 
external, Without econoinie assistance, the neccesary rate of bulkt-up of military 
defenred woul: be imposible forthe countries of Kurope and the effort to achieve 
euch a@ rate of balld-up would lead to inflation, Internal dlalocation, and {ntoter- 
able strain which would render them vulnerable to internal collapse and atlack 


Ithin. 
; (rhe ‘Atatements of General Kibler and Mr, Batt have been Inserted in the 
executive seaston record.) 
Chairman Rionagrna, Mr. Chiperfield, do you havo any questions 
nee you vent to ask on the political, economic, or military phaso of 
his problem 
Mr. Cutrenrixco, FE would like to ask what uso is going to be made 
of counterpart funda. 
“Ambassador Katz. I might answer that, Mr. Chiperficld. Under 
the statute in its pe form counterpart cannot be.used for military 


Purposes. Wo think the statute should be amended. 

eee as daa We havo discussed that. It probably will bo 

¢ ‘ 

= uniacsedor: Kars, I think it should be. Does that answer your 
uestion?. - ee Fk 

Me Cinenrizza, Do you think we should have control of those 

qyyntispart tunday eae 

- Ambassador Kars. My view. would be this: I think tho statute 


should specify the purpose for which counterpart should be used. 
think it should specify the three or four purposes which would be in 


the United States interest... | 
Ay bien fap thove would be three or four things: the uso of counter 


art for the military build-up, the use of counterpart for strategio. 
avictale; and (0 incréane the productivity of the Huropesn plant © 
wmlouiditee fit fee so boty elt Saects 1 
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Mr. Ciuererinip, How much counterpart is now availablot Wo 
vould not get the answor to that. 
Ambassador Katz. In tho aggregate, all currency t 


STATEMENT OF HON. WILLIAM L. BATT, UNITED STATES MEMBER, 
DEFENSE PRODUCTION BOARD 


Mr. Barr. About $300 million. 

Ambassador Katz, I would not know the exact figure unfortunately, 
if I had to add in the drachma, 1f you want a rough figure, we give 
them $12 million worth of aid that was reflected in a corresponding 
part counterpart. That would be about $11 million of counterpart 

y which thoy have probably spent three-quarters, 

Mr. Cinverrixip, We wero given two lists of figures yesterday. 
One was tho amount that woutd have been given to a country if there 
had not been additional war effort, and tho other amount. was what 
was necessary because of the war effort. 

I recall, for example, wo would have given Italy $75 million for 

reral economic reliof, and we aro going to give her an additional 
$00 million because of the war offort. 

Would it bo feasible that wo (ako tho counterpart from tho $200 mil- 
lion that we are going to give her this year and make use of the pro- 
duction facilities in Italy, bo it shipbuilding or what not, and use 
counterpart for military purposes in that conntry f 

Ambassador Karz, Mr, Chipertiold, tho direct and practical an- 
swer to your question is “Yos.” There are a lot of technical curlicues 
in that, If you want me to go into those, I will. Substantially, as a 
practical matter, Che answer is “Yes.” 

Mr, Cuurrrarizi, Aro you going to uso counterpart as part of the 
additional effort of the Italian Government? In other words, aro 
thoy lifting themselves up instead of making an additional offort by 
using counterpart and saying, “What a big boy am Ft" 

Ambassador Karz. Maybe [ mistmderstood your question. Did 
raul mean to use the counterpart to buy equipment for tho American 
orees 

Mr, Criverrizep, For anything that is necessary, 

Ambassador Katz. 1t would be vory casy to provide that counter. 
part be used for Italian forces. Is that what you have in mind? 

Mr. Cuiprrriviy, Why Italian? 

Ambassador Katz. For European forces. 

Mr. Cuirsrvittn, NATO forces. 

Ambassador Kare. Yea, 

Mr. Cruprreinco. If thoy use counterpart made possible by us and 
say, “Took what a great additional effort we aro making,” they aro not 
making it at all. | 
| think we should have control of counterpart, and say, “You mako 
your oxtra effort. Wo aro giving you $200 million for that reason.” 
And then we’ tako control of the countorpart and make additional 
effort along militaty lines for NATO countries. 

They paid for our products in counterpart funds, but. we are all in 
this thing togethor. It seems to mo that we should mako use of the 
additional money we are putting in for military offorta, and use those 
counterpart funds for that purpose. Do vou agree with met | 
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- Ambassador Katz. Mr. Chiperfield, I would like to answer that 
uestion this way: What you suggest can be done, in my opinion. 
herefore, the only question that I can see is, Is it in the United 

States’ interest to do it that way! 

My own view would be to provide that counterpart may on agree- 
ment between the country and the United States be used for armament 
production. And then make our decisions as we go along in the light 
of all the facts to ste what gets us the best results. 

Mr. Sarr. I would like to ask a question along that line. Has this 
matter been explored with the othor governments on the point that 
has been raised by Mr. Chiperfield? 

Ambassador Katz. Informally a number of the other governments 
have been told that we would recommend that the Congress amend 
the statute fe proade that one of the primary uses for 95 percent 
counterpart will be armament. 

To the best of my knowledge it has not been suggested to them that 
the control over the disposition of the counterpart should be under 
unilateral United States control. 

_ What they understood was that the counterpart should be spent for 
the following classes of purposes upon agreement between the govern- 
sent and the United States, one of the primary purposes being arma- 
men 

Mr. Surra. Part of it has been used, as a matter of fact, to retire 
some indebtedness; is that not true? , 

Mr, Bart. In Great Britain. 

Ambassador Karz. In Norway, Denmark, and France. 

Mr, Cuiperriexp. That is.all, Mr. Chairman, 

Chairman Rionagps. I want to ask this question. I am sure we are 
all impressed by the gains made by our friends over there in supply- 
ing themselves, 

would like to know to what extent they are using their manu- 
facturing capacity as a give-and-take proposition to supply each other 
in this over-all program. : 

Would you say something on that? 

Discussion off the record.) 

r. Batt. They are ee § upward. The difficulty in every case 
as to using spare facilities, and there are bk facilities, particularly 
in France and italy to a lesser degree in Belgium, is that they do not 
pave the budgets that enable them to buy the products of their own 

actories. : 

You have heard from various testimony that we have considered 
they are doing pretty nearly, within 10 or 15 pent of what they 
can coe expected to do in the way of budgets for rearmament. 

Those budgets are not nearly big enough to supply their deficiencies, 
These deficiencies exist, and the Defense Production Board is making 
clear to all these countries the size of these deficiencies and where they 
_ *.They-are stepping up their production, Mr. Richards, but it will 

never pick up this gap because there are certain things 1n a modern 

war they cannot imake. - ese 5 
They do not have facilities for heavy artillery or heavy bombers. 

- Chairman Ricwarps. But there are certain things they can make 
and they arenotdoingit. °— - , 
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Mr. Bart. Yes. In the field of spare parts, small arms, small-arms 
ammunition, electronics, standard engineering parts, they have got 
more capacity than their deficiencies would presently occupy. 

All they need however is the financial ability to utilize those capac- 
ities, 

Mr, Cutrerrierp., How about using counterpart? 

Mr. Barr. Of course, your question runs directly to that. Otfshore 
procurement from the United States we have not used up to the 
present time. We are actively discussing it now. And J think it is 
proper for me to say that we are firming up a decision, to be cleared 
through the proper sources, to do some procurement in Europe for our 
own forces or for the use of the NATO forces through these idle 
facilities, 

As soon as we can get around to it, the use of counterpart for that 

ur 
Mr, Ciurerrieip. You could also use dollars in Europe? 

Mr. Batr. Yes. We have not done that up to this point. We have 
been hesitant to do that. We were so afraid that the moment we 
started putting dollars in there they would sit back in the traces and 
say, “Well, obviously the United States is going to do it.” There has 
been enough of that tendency anyway. ; 

Our own analysis, which we had to make for presentation to this 
Congress, was that they were up to within 10 or 15 percent of all they 


could do. There the so-called disincentive argument begins to lose 


substance. 

We have said they are doing all they can. Then there is not much 
disincentive in putting some American dollars over there, particu- 
larly if we put them over there to replace items that we have com- 
mitted ourselves to under end-item aid. 

The United States is chuck-a-block. If we can take some of that 
load off the shoulders of our own production facilities, I think our 
own production people will be glad. 

The thing we have talked about as a starter are ammunition, par- 
ticularly small-arms ammunition, and spare parts. Those are con- 
sumable goods, The significance of that 1s that once we get that capi- 
tal build-up, which largely has to come from the United States be- 
causo it cannot be done over there in any reasonable time, who is going 
to keep the thing poingt The Europeans ought to keep it going. The 
maintenance of this equipment and the ammunition required will be 
the big element. 

If we can prime that pump, get those lines going, with direct dollars, 
as soon as we can develop it with the use of counterpart, then we are 
in a position to say to those people, eye, you e it over. It is 
soineshing you can do.” Is that a reasonable answer to your ques- 

ion 

Chairman Kicsarps. I think that is good. 

Discussion off the record.) 

mbassador Katz. We have estimated if the financing were there 
and the materials were available, if the labor were available, there 
_ physical capacity to make another $500 or $600 million worth of 
stuff. 
- When we are talking about the potential increase, that is the 
tential; that is to say, the physical capacity for about $500 or 
million worth of stuff. 
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It is stuff of a certain kind, as Mr. Batt pointed out, electronics 
small arms, small-arms ammunition, cortain engineering types of 
equipment, transport vehicles, and the rest. 

“If you ptovide thé financing it does not follow, oven if you put 
United States dollars in there, that you will actually get another half 
billion dollars’ worth of production. ; 

‘+ "That Will depend on whether the materials flow in. You may pass 

from the ptesent situation whore the limiting factor is tinancing to a 

new situation where the limiting factor is materials, 

' The situation that Mr. Batt referred to, which we havo recom- 

mended atid may be accepted, rests on two practical pro rositions. 
The first is that no one will ever know how much of that half billion 

you can get until you try, so let us start and try. 

' The second is that since at the end of this period we want these 
countries to be able to maintain these forces themselves there is a 
second reason for activating this capacity. ‘That is to say that in 
addition.to getting the extra half billion dollars of production we 
want these fellows started on making the ammunition and spare parts 
they will have to make if they are to maintain the force after 1054. 

What we will actually get will be something between zero and $500 
million. Nobody can give youa statistical figure. - 

Chairman Rronaros, You will get that by what time? 

Ambassador Katz. That would depend on when we start buying. 

. Our calculations were based on the assumption that when we mado 
those assumptions we figured if we could start buying then we could 
realize the half billion-assuming the materials would be there. 

The later you start the lecg you get. 

«Mr Bart. I want to eniphasize the effect of raw materials, ma- 

chinery tools, and the like in Europe, It is a great element of the 

problem. Jn Great Britain today financing is not the major element 

at all. It is raw materials, and, in Great Britain, manpower and 

machinery. Weare going torun intothat. 

*' But we are also aware of the fact that another Problem in getting 

epate. rts manufacture started is the problem of getting out of the 
hited States, the firms in the United States, tho drawings and 

specifications and the know-how for these spare parts. Gentlemen, I 
tel} you that isnot easy. - oo 
‘“ Amtaunition we think we can deal-with. That ie @ military prob- 
lem.' ‘They have the specifications for it. Even sore of the ammuni- 
tion ia Mi up with patents in 16 different ways. Many of the spare 
pattgire mich worsen’ Hs 
“T We have been: trying to develop a spato-parts program for study 
‘fox the last 8 months. vhite wo are closer to having it today, I assure 

ou that we'have had great difficulties in agreeing on spare parts to 

made in Europe, for a thousand and one perfectly logical reasons, 

J think the bottleneck is broken. '' You ask how soon.’ I would gay 

if someone was ready to hand to me the blneprints and specifications 
‘wé pould go‘over and get the griets placed in 80 days. | vs 

OLY know Wwe‘ will riot have the ‘technical information that soon on 

ate parte.’ We ought to get it on ammunition.': Fortunately, the 

services like this idea use it is Brest 'adaition to our security, 

_ Ibis fdr better to hate all these amall plants bul ne the stuff that is 

ity: to keep the Army! going, and have it right there inde: 
pendent of transport. i pe 
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T gave you the reason why woe havo shied off it up to this time. 
We now are wholeheartedly of the opinion this is the time to start 

oing it. 

Chairman Rreiarvs. In answer to Mr. Chiperfield’s question, you 
would say you are definitely shaping up a program to use counter- 
part for some of the—— ; 

Mr. Barr. Yes; but we do not want to be tied to counterpart, be- 
cause you have to negotiate out the counterpart transactions, 

We would like to start the pump flowing by diverting some of the 
dollars which are in the end-item program in the United States 
promptly as a first step, and then start to negotiate the use of counter- 
part to go along with it. ogg 

Mr. Curprrrizcp. You would not havo to negotiate it if Congress 
made it a condition for our aid, that we have contro) of them. 

Mr, Barr, Ambassador Katz pointed out certain difficulties to you, 
because this is, after all, a mutual job we are trying to do in Europe. 
We will all tell you, I think, that it is important that we maintain 
that clement of niutuality. 

Chairman Rictrarns. Mr. Battle, do you want to ask a question? 

Mr. Barrie. No questions, Mr, Chairman; but T would like to com- 
ment that I think most of us, at least those who were on the Economic 
Subcommittee that visited thesa gentlemen not long ago, were very 
much impressed by the caliber of personnel we had, and figured chiefly 
that the de of success that they and we were enjoying was due more 
to their individual initiative and capacity rather than the organiza- 
tional procedure that they were working under. 

_I just wanted to thank them personally, Mr. Chairman, for their 
kindness and patience in the way they went about helping us to get 
the information we watited when we were on this trip. 

Chairman Ricttarns, Mr, Vorys. 

Mr. Vorys. How much counterpart is there uncommitted f 

Ambassador Karz. I do not know the exact figure. It would be 
around—— 

Mr. Vorys, Who knows tho oxact figure? We tried to get it yester- 
day. Thisis July 28. You are talking toa legislative committees. We 
asked the whole American team. Now we have the whole European 
team. Can somebody tell us that? 

Ambassador Katz. I will send out and see if we can get it. 

Mr. Vorva. I would like to have the team explain about this 400,000 
troops for Europe. That is part of the NATO program officially now, 
but we have never heard of that in this committee. 

Chairman Rrowarpa, What 400,000 troops—do you have reference 
to the story in the papers this morning! 

Mr. Vorys. That the Secretary of Defense says is in the program. 
* Chairman Rronarva. I do not know if any member of this team 
can tell us about that. What about that, General Kibler? 

General Kirtsr, Can this be off the record? 

' Chairnan Rrcwarps, Off the record. 
Discussion off the record.) 
hairman Rictragoa, Mr, Carnahan. 
‘ Mr. Carnanan, No questions, Mr. Chairman. 
Chairman Riotrarps, Mrs. Bolton. 
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Mrs. Boutor. Mr. Katz, I have checked these two statements of 
yours and I find only one paragraph froin your secret testimony 
which is not included in the press release. 

Ambassador Karz. That is right. I donot know why thoy classified 
the whole thing secret. I guess it is because they are all grouped 
together. I tried to provide figures which you could use, and I had 
them checked here, 

On the bottom of page 6 and at the top of page 7 there are a couple 
‘of sentences which should be classified, so they classified the whole 
thing secret. : 

Mr. Barr. They have to, pao a 

Ambassador Katz. The unclassified document contains everything 
except those sentences. 

Mr. Barr. Mine won't keep you awake at night, for I have taken 
all the secret material out of it and it is a confidential document only. 

Mrs. Borrow. Thank you. 

Chairman Ricitarps, Mr. Burleson, : 

Mr. Burreson, I have no other questions, Mr. Chairman, 

Chairman Riomarpe. Mr. Smith. 

Mr. Samiti. This question is addressed to whoever wants to 
answer it. 

What criteria are being used to determine to what extent tho 
budgets of the European countries will stand the rearmament pro- 


‘gram? : 
- ‘Ambassador Srorrorp. I think Mr. Katz can answer that, and 
others may then want.to comment on it. 

Ambassador Katz.” Wego at it this way: First,-I should say 
directly there really is not any precise calculation prepared. What 
we do is the following thing: First we take the budget for the country 
itself, which represents a minimum, and we then calculate various 
levels of possible increases, what the existing tax load is, and make 
& practical problem of it as to how much they could increase their 
tax in the course of the year, given the actual political factual realities. 
Then we figure how much of a deficit that increaséd budget would in 
fact represent. Then we figure what that deficit would mean to the 
price levels, that is, the inflationary factors with regard to the stan- 

ard of living within the country. 

We then make a judgment as to how much of a cut the standard 
of living in the country can take as a practical matter, so it is more 
or less a matter of judgments you run off and is not scientifically 
accurate or precise, and we would not pretend it was. 

Mr. Surrn, Do » you do the same thing as far as the United States 
budget is concerned? . 

_ Ambassgdor Karts. That is not our ie Mr, Smith. 
yaaa I know, but do you take into consideration how that 
a ust... be wee 

Ambassador Karz. We do in this practical sense—- 

Mr. Suatu. We aro certainly furnishing the things the NATO 
countries need. . sare: 

Ambassador Kate. We do in thie sense: Our idea is to get as much 
out of the Europeans as can conceiranlt be gotten out of them, and to 
a a minimum the United States Joad, but we do not go into the 
United States budget itself. 
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Mr. Sutu. From whom can I get an answer to that question? I 
want to have an answer as to whether or not we in this country are 
using the same criteria or the same rules they are using to set up these 
budgets in the NA‘TO countries, excluding the United States. 

ow, in regard to this matter of inflation and the standards of 
living, have you any suggestions as to how we might approach legis- 
latively this question of the standards of living of the people over 
there? Also, with regard to inflation. As we get the figures today 
on the standards of living per capita in those European countries we 
know that the Marshall plan has not done much to increase their 
standard of living. ‘There has been somo rise, but it has been a slight 
rise, 
Ambassador Katz. There has been a tremendous rise since 1947, 
when the Marshall plan started. ‘There was no rise as agatunt prewar. 

Mr. Sarria. No. ‘They gave us the figures for 1047. They were 
in the hearings the other day. 1 think the figures actually, as applied 
to France, show that they have gone from about 524 to 560, some- 
thing like that. ‘Mat is the change in the over-all picture, it seems 
to me. It is one of the basic things, it seems to me, that we must 
consider in this whole rearmament of Europe for this reason: Why 
should these people be much concerned about getting behind this 
program if it does not mean anything tothem? 

A lot of money has been poured into Europe, Who has gotten 
it? Wo know it has gone into productive capacity to a great extent. 
Now, there must be some profits atong the line somewhere, but tho 
people are not getting the benelit of that increased productivity. 

Is there anything we can do legislatively to correct that situation? 
Should we say, “We will go along with the program if you do thus 
and so in order to insure that the French peoplo are going to get the 
benefit. of this increased production’? In other words, what is it that 
the Frenchman is willing to do in omler to get behind this program { 
What is the incentive, if any, or is it merely an operation, as the 
Communists now say, to help American imperialism. ‘That is one of 
great questions Iam concerned with. : 

Ambassador Katz. There is no question that you are touching upon 
one of the fundamental problems, which is, how do you change the con- 
dition of a large section of the French, Itatian, and German popu- 
lation. Asa a Beate matter, I do not think the way to do that is 
to have the United States Government legislate for France, Italy, 
and Germany, although I must say it is sometimes doing it. 

Mr. Smitit. I do not mean that by any means, We ought not to do 
that; but here we are pouring out all this money, and I want to 
know what is there that wo can do here in our own Government 
which would say, conditionwise, “You do thus and so if you want our 


help’? 

Berhaps we are taking the attitude that this is our Hee and Western 
Europe is our first. line of defense, and notwithstanding all of these 
other things, we are going to continue to do this job regardless of its 
effect upon the people as a whole. If this is the case it is strictly a 
military approach, | 

It was not my understanding that we had assumed that position. I 
hope we have not. I can appreciate that perhaps legislatively we can- 
not do too much along that line, but it is certainly a very great. prob- 
lem and it is time that serious consideration should be given to it. 
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Ambassador Katz. I would agree completely with your i rb 
Mr, Smith, that from the practical point of view of the United States’ 
interests in Europe the problem of how to get better results of tho 
nature you-are talking about should be treated as a major instance of 
United States interest. The question of how we get results is a very 
ecmplicated one, I agree it is something we should give all our 
attention to in order to see how we get the result. 

Mr, Barr, Can I tell you something that interested me, and I think 
it would interest you, and I have never heard it commented on in any 
testimony? That is, the cost of equipping an army today compared 
with the recent period we all know about, in which [ was involved u 
to my neck, Our heaviest bomber in 1941 cost about $300,000 to build, 
as you can see when you break that down into terms of tools, man- 
hours, and raw materials, and so forth. Today our heaviest bomber 
coe $4,000,000 to build, and heavier ones are in process of develop- 
men 

Chairman Ricuarps. That is not due entirely to the cost of mate- 
rialsgoingupeither. 

Mr, Batr. No. It is just a bigger and more elaborate piece of 
equipment. Many fighters then were not equipped with electronic 
equipment. Today we are trying to equip every fighter with complete 
electronic equipment. 

In 1941 it cost $145 an hour to operate our heaviest bomber. Today 
it costs us $1,000 an hour. ; . 

We had a commission that came over to see us about a month ago 
on ball bearings, which I think some of you understand I was sup- 

to know, comer arene once upon a time. They came over to 

see about getting small ball -bearings in ep ian I said, “What are 
they coming over here fort We have plenty o capuelty in the United 
States to deal with anything we have to make.” I knew what we had 
inthe last war. Thatis why I made the statement. 
- | hey came over and showed me that the demand for amall ball 
bearings today—and this is classified information—— 

Discussion off the record.) ie 

fr, Barr. I give you that as a more specific answer to your question 
as to Wear procuetcn is increasing in ure. It is suena 
increasing. ere is no doubt about that, although it is still small, 
and has to be small, compared to the United States. 

«Mr. Surrn. May I ask Mr, Batt one more question in connection 
with this matter of production? If we are aiming at a 1054 target 
date for European self-sufficiency, will the other countries then be 
able to take care of their own production by that time? 

Mr. Barr. I tried to cover that, but I did not do it specifically 
enough, I know. In connection with spare parts, small arms and 
small-arms ammunition I tried to make it clear that in that field they 
have capacity.’ It isnot being used, It is in order to get that capacity 
activated that we are proposing to take up offshore procurement by 
one device or another along the line indicated by Mr. Chiperfield. 

: They have tha apety nerally to keep this thing going once it is 
setup. Do you agree with that statement, Frank? 

: General ~ Yen - 4 
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Ambassador Karz. That would be to this extent: There are some 
things they would not be able to make themselves, and we would hope 
by 1954 they would be able to buy those. 

Mr. Barr. I made it perfectly clear they could not make heavy 
bombers or heavy alsa ; 

Chairman Ricuarps. Are you through, Mr. Smith? 

Mr. Sari, Yes. 

Chairman Rictarps. Mr. Mansfield. ; : 

Mr. Mansrieip. We are all delighted that we are having this oppor 
tunity to meet with you 7 Se and to carry on the conferences we had 
while in Europe last month. . 

Ambassador Spofford, I was very pleased that you brought out the 
fact that neutralism as a political force this year is practically dead. 
It was quite prevalent a year ago, especially prior to Korea. 

That indicates, of course, that there is a sharp cleavage now and the 
middle group has evidently come over more to our side. 

You also emphasized that communism is something which we could 
not take too lightly, I recall. In talking with General Eisenhower he 
mentioned the fact that in this military program we cannot afford to go 
too far, because if we did then the standard of living would be de- 
pressed still more and the result would be just the opposite of what 
we are trying to achieve at the proper time. ; 

Is it a true statement of fact that on the basis of this relatively 
small increase in the standard of living in certain of these European 
countries, at least France and Italy, that it may be considered ono of 
the reasons why the Communist Party of both those countries is still 
able to poll a tremendously stron popular votef. 

Ambassador Srorrero. I cou 
think that istrue. I think you are dealing there with something that 
groes pretty far back. I think it has been a problem of distribution of 
wealth in the broad sense in France and Italy, and I think the fact is 
that there is too large a proportion of the population in France and 
Italy that does not have a sufficient say in the present order of things. 

I think the Communist vote is a protest vote against that. 

I cannot be too piece about this, but I think a large part of it is not 
a vote in favor of the Soviet, but a vote against the present system. 
I say that is a condition that is not created by this defense effort. That 
has been in the picture for a long time. 

I think what General Eisenhower said is that we all believe if you 
f° too far, too fast, then you may recreate the condition which the 

Suropean Recovery Program met. That involves the balance between 
getting the maximum in terms of results that go into the essentially 
nonproductive job of acute up a defense machine and increasing and 
not decreasing the standard of living in certain of these key segments 
of the population, such as the labor groups, for the most part. You 
try to do that so that you certainly do not increase the Communists, 
who are, as I say, not basically loyal to the present system. You cer- 
tainly do not increase them, and you tend as far as you can to decrease 

Mr. Mansrieip. Evidently there has been some increase in the eco- 
nomic structure as it affects the ordinary people in France, because I 
understand that the election returns there indicate that on a popular 
omy the Communists polled 500,000 less than they did in the last 

election. 


answer that, Mr. Mansfield. I - 
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However, it does appear to me that while there isa great deal of hope 
in Europe at the present time, based on military strength, either actual 
or potential, that the weak spot in our endeavors is the fact that the 
program has not reached down to the little people sufficiently strong 
qicuan to give them a comparable degree of hope in that particular 


‘In other words, as Mr. Smith said, the standard of living is a very 
potent factor, and it does a pear that even with the judicious applica- 
tion of Marshall plan aid funds—which I fully approve of—there is 
still that weak factor to consider. ’ ; ; 

I wonder what could be done to bring about a further increase in 
the standard of living of these people in the NATO countries and 
thus to help draw them anny from voting Communist at the polls? 

Ambassador Sporrorp. You have an immediate question that is 
before you when you talk about a further increase. You have this 
ry enous rice rise in Europe that you have had all over the world., 
I think the res show that the wholesale prices have gone up in 
the past year from 20 to 40 percent, or an average of around 30 per- 
cent, I believe, as against the fgure—and Mr. Katz will correct me if 
I am wrong—of about 16 percent here. 

So that increase in the prices is a factor that you have to arrest. 
Then you have to go to work on the difficult process of raising the 
standard of living at the same time that you are putting an increased 
slice of the resources into defense. ; 

‘The economic-aid program, of course, ties in with that, and I would 
like to have Ambassador Katz comment on this question, if he will. 

Mr, Mansrizep. Mr. Spofford, it is your assumption then that if 
it had not been for the inflation which is now taking place there, that 
very likely there would have been a sizable increase in the standard 
of living for the people of Earopet 

Ambassador Srorrorp. It-has been on the way up. 

Mr. Manertexp. It is a slow process anyway, at- 

Ambassador Sporrorp. It is a slow process, I think the price 
rises of the last year have affected it in a serious way. They may have 
accounted for some of these election results. 

Mr. Mansrtetp. Mr. Spofford, I want to ask you a question. 

You mentioned patents, Will you explain to this committee just 
what the significance of patents is in the aid program now being carried 
on by this country for Europe? . 

Ambassador Srorrorp. Patents? 

Mr, Manerterp. Patents, 

Ambassador Srorrorp. I think it was Mr. Batt who mentioned 
it, but I will just answer the question this wey and ask him to give 
you a comment onitalso. - 

' The production problem abroad involves not ay B yarn licansss, 
and designs, but you have a number of extremely difficult legal prob- 
. lems where patents are held by manufacturers here and it is difficult 
to get them released for manufacture abroad. It is a question we 
have been working on, but I think it has not been marked with much 
succeed today. It is a real dragon the production program abroad. 
i Bill, that isin Your class, °C bor poe 
Mr Barr, That is a satisfactory answer.) | a, a 
_ 2 Mr. Cocuipds, Mr. Chairman, might I putin there that this draft 
bill contains a Sondon which you wil hear some testimony on, 
which is designed to relieve that situation. / | 
p: sat ee 
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Mr. Mansriem. I see. I know Mr. Ooms is going to be before the 
committee on Monday. . j . 

Mr, Coonipar. Yes. He is the man who will testify on this. 

Mr, Mansrievp. Mr. Batt, are we shipping trucks and jeeps to 
the NATO countries at the present time? 

Mr. Batr. I expect we are. I will turn to General Kibler to answer 
that. Itis part of the end-item aid program. 

General Kiser. We have in the past. 

Mr. Mansriezp. Is it possible for those European countries to build 
the trucks and jeeps necessary for their efforts? 

General Kistzr. Not in the time required. Not in the time to cor- 
respond with the defense plans, ow. 

fr. Mansrrerp. I can understand why it is impossible for them to 
build planes because of the tremendous time lag of 18 months to 2 
years which is involved. However, it appears to me that with this 
oversupply of labor in a country like Italy, for example, and with their 
knowl ge of making automobiles—and the same could be applied to 
France, I think—that is one item we would not have to build here for 
export abroad, and they could build themselves there out of their own 

unds, 

Mr. Bart. You are absolutely right in theory, Mr. Mansfield, but 
I said the limitation to the situation on a good deal of this capacity 
was that their budgets are not big enough to produce the extra things 
like trucks or jeeps, which they regard as rather short-lead, and so 
do we. ‘They regard them as short-lead-time items. When they break 
down their budget and decide how they are going to spend it, first 
they will put the long-lead items in there, as they should, and get those 
started. Then they will take tho things which are most critical to 
the equipping of a force. 

Then they will let those things, such as transport vehicles, wait. 
The British have not worried very much about it because they say, “If 
we really get in trouble we can requisition trucks out of our civilian 
economy.” That does not apply to jeeps, of course. 

We have been trying to get a jeep program started. 

(Discussion off the record.) 

Mr. Barr. When our military associates send troops there and they 
need some jeeps to make those troops effective they are for the present 
dime sending them over. 

However, we surely contemplate that capacity should be made avail- 
able for the kind of thing they can make, They can make jeeps and 
ordinary commercial vehicles for back-up purposes in the quantities 
they need, in time. 

Mr, Mansrizip. Mr. Batt, what I had in mind was, that I believe 
there is unused automobile capacity in both France and Italy. Those 
countries have a very good automotive record over the years. 

Mr. Barr. You arequite right. | 
_ Mr, Mansrrexp. Here we are building jeeps, for example, at great 
expense, and shipping thera, when the same thing could be done 
over there more cheaply, even if we had to pay for them over there. 

Mr. Bart, All right. Now you are going to off-shore purchasing. 


- That is another matter, We could have had jeep production going 


today in Europe if it had been agreed that the starting of { 
American dollars at that time was wise, mang © 
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Mr, Mansrierp. Could you use counterpart funds for that purpose? 

Mr. Batr. Of course, Mr. Chiperfield raises that spies ion: We can- 
not legally today. We hope you will make it possible for us to. 

Ambassador Karz. May I throw two cautions in on that? The 
first, Mr. Mansileld, is on the question of cost. When you get. items 
ike automotive equipment, the techniques and the volume involved 
in mass production are so important that actually it would probably 
cost hee more even if you used American dollars to buy the truck in 
northern Italy or northern France, than it would in Detroit. We 

simply make them cheaper because of the production process and tho 

great volume of production. 

Mr. Mansririp, The difference is between the cost of producing 
‘the vehicles by mass production here with high labor costs and produc- 
ing them there with a low cost of labor. 

Ambassador Katz. When it comes to that type of hardware the 
efficioncy of American industry more than compensates for the low 
wages. : 

Mr. Vorys. Will the gentleman yield? 

(Discussion off the record.) 

Mr. Mansrieco. What I had in mind, John, was not new facilities, 
but making use of available facilities and thinking of the fine automo- 
tiye history both these countries have had over the years. 

That is all, Mr. Chairman, 

Mr. Barr. May I just make a statement off the record? 

Chairman Ricearps, Off the record. 

(Discussion off tho record.) 

Mr. Mansririp. According to Mr. Katz, to do it on that basis 
would do more hy the long run than it would over here. 

Mr. Batr. Hoe told you, Mr. Mansfield, that ho was generalizing. 

~ There are instances and there are things that you can make some- 
what cheaper over there, When you get to transport vehicles, that 
is an exception. It actually costs more for a truck in France or Italy 
than it costs for a truck from the United States. 

_Mrs. Bouton. Including transportation f 

‘Mr, Barr. That is not very much, Mrs. Bolton. I talked within 
the Inst 2 wéeks to Canada’s head of Willys-Overland about the cost 
of jeep production in Europe. In spite of this shortage in their real 

_ wage levels he says it is about a toss-up. . 
_, Ambassador’ Katz. Ono reason why the recommendation to which 
fr, Batt referred before is concentrated on spare parts and ammuni- 
tion in Europe is that it depends on several factors. 

One, we want to utilize European capacity. 

Two, certain types of hardware are made more cheaply at home. 

Three, certain types of production for security reasons we want 
to keep only in security areas. 

Four, we want these countries to be self-sufficient after 1934. 

._ Five, from the supply end of it they want fo haye the supply line 
for the maintenance and operation of an army there. 

‘Putting’ them together we have come to the conclusion and recom- 
“mended that the best net’ result is to utilize European capacity, that 
4s, to: provide ‘American financing to utilize European capacity, con- 
SOREN nig On Sate partsand ammunition,’ 

If you do that you havo as good‘a balance of all the factora as you 
can possibly have, and that is what we are really shooting for now. 

‘ 


a 
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Mr. Barr. You can ndd a sixth one to that, that in those particular 
things the efliciency of American manufacture is not so much refa- 
tively greater than that of Europe because it is not a peacetime thing 
which wo are accustomed to producing in large quantity, There 
is sure to be an advantage in anmunition, TE think, and in many spare 

arts, 
P Chairman Ricuarps. Would spare parts and ammunition amount 
to one-fifth of that? 

Mi. Barr. Off the record, if I may? 

Chairman Ricuarps, Of the record. 

Discussion off the record.) 
Ambassador Srorrorp, Let me add a factor No, 7 to the six that 


Mr. Batt and Ambassador Katz put on the record. That is the very ‘8 
strong pressure of national pride of some of the couitries to manu: : fi 


facture equipment for themselves, and sometimes it is equipment. that at 
economically they should not manufacture. That may be at their 
own expense, 

For example, the French want to put more money than they should 
into certain types of armament because they would bike to seo France 
dovelop French weapons. Economically it would be better for them 


to put those resources intu spare parts, but it is hard to convince them F 
of that. “, 
Chairman Recitarps. That is one of your jobs. ¢ 

' Ambassador Srorrorp, Yes. I just wanted to add that seventh 
actor. ; 


Mrs. Borton. Do they use women in the factories in France? 

Mr. Bare. Oh, yes. Yn England it is about the same as we do. 

Mrs. Borawn, I know about England. It is about the same as 
with us 4 

Mr, Barr. Yes. I would think so on a rough guess. You do not ; : 
see much difference. 


Chairman Ricitarvs. Before we go any further I would like to 
tuke up this suggestion of Mr. Vorys. I do not know if General Scott ae 
will make a statement about the 400,000 troops which are proposed to hg 
be sent_to Europe and give us any information he has from headquar- 7 


ters, Do you want to do that, General Scott ? 
General Scorr. I have been in touch with Secretary Marshall’s oh 
office by telephone, Ho said he would furnish to the committee early ia 


ncxt week a clarification of that 100,000 figure for troops in Europe if 3 
the committee desired it. an 
Chairman Ricnarps. Does that help you any, or not? ue 
Mr. Vorys, I would like this on the record, because I am reading ik 
from what will be the public record of this committee on July 19, iL) 
I asked General Collins about this matter and I quoted Senator tf: 
Green, who on February 19 said: | ‘3 
+ Upto the present time under the conditlons as you see them now and belleve iy 
you can reasonably forecast thei, six divisions will do the trick? _ 
General Collins answered : is 
Under the present world conditlons, yes, sir. 4 

TI said to General Collins: a 

I want to ask you whether your answer would atil!l be the same to that us 
question. a 
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General Collins answered: 
Yes, Essénttally the same. 


Mr. Crnrerrietp. What date was that? 

Mr. Vorysa. That was July 19. 

General Scorr. That is correct. 

Mr. Vorys, Now, as to the divisional slice and all that sort of stuff 
to which reference, was made in the six-division discussion, General 
Bradley said the following for the Senate, This is public testimony, 
so I can read it: 

Senator Jounson of Texas. But if you were making an estimate on your 
present plans based on four divistona and the men required to support them, 
your estimate would be 100,000? 

General Braptey, The estimate would be approximately 100,000. 

So that at the time of the Senate hearings it was roughly 100,000. 

Chairman Ricitarps. What hearings are you talking about? 

Mr. Vorys. The Senate hearings on the assignment of ground forces 
in European areas. 

Chairman Ricitarps. You are not talking about this bill? 

Mr. Vorys. It certainly has to do with this bill. , 

Chairman Riciarns. I mean, the testimony was not in consideration 
of this particular bill over there? 

Mr. Vorys. Yes. I quoted what General Collins said on July 19 
to this cominittee. 

Chairman Ricarns. That is pertinent. -It is in the record. 

Mr. Mansrietp. Will you please read that again as to what General 
Collins said? The reason I asked that is because there is a doubt in 
my mind as to just what the meaning of that is ing to be. 

r. Vorys. [ will read it a little more fully. The question was 
asked him by Senator Green, as follows: 

Senator Garten. Up to the present (Ime, under the conditions as you see them 
His gna delieve you can reasonably forecast them, six divisions will do tho 

General Cortina. Under the present world conditions, yes, sir, 

That was the question of Senator Greer. Then I said to him: 


ia want to ask you whether your answer would still be the same to that ques- 


on 
General Cottine. Yes. Essentially the same. Now, practically, it does not 
mean if world conditions change you would be necessarily limited to six divistons, 


Skipping down again, he said: 


Hfowever, if world conditions change, they might not be. You askel me if 
it would atill be the case now. I sald essentially the same Yes. 


I want to know if world conditions have changed in 9 days? 

Mr. Manerrerp. That 100,000 figure is what I am after, Mr, Vorys. 
i Chairman Ricwarps. Yes. Thatis what Senator Johnson was ques- 
ioning on. . 

Mr. Vonve. On Senator Johnson’s questions, it went as follows: 


Senator Jonnson of Texas. General Bradley, what is the approximate estl!- 
mated size of our Armed Forces now in the European area? 
wveneral Baapizy. Approximately 100,000. Ground troops, you are talking 
abou : 
Senator Jonnason of Texas. - Yes. V 
‘General Baaptsy, Approximately 100,000. ' 
Senator Jouxson of Texas. In your opinion, will 100,000 men be suffictent to 
aupply the four divisions planned and the support necessary? 


‘ 
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General Brapiey. It will be an approximate figure. The question of support- 
ing units is one which will have to be worked out by General Efsenliower and 
his staff, It may be that some of the units which we normally supply for our 
own Integrated forcea might be supplied by souicone else in Europe. 

Senator Jounxson of Texas. But that fs an approxlinate figure? 

General Bravrsy. That is only an approximate figure, and I hate to use this 
division slice because it has so many meanings. 

Chairman Ricitaxps. According to that ratio the 400,000 figure 
would be 16 divisions. : eae 

Mr.-Vorys. According to that ratio 100,000 would be four divisions 
more to make up tho six that was contemplated in the Senate hearings. 
That is what I was interrogating General Collins about. That was 
200,000 men. Today we have a figure just double that. 

General Scorr. The Air Force js not included in your 200,000 


figure. 
: “General Kinter. The 400,000 figure probably includes Air Force 
and Navy. 

Chairmati Riciarps. Do you have anything to say on that while 
wo are on it, General Scott? ; 

Mr. Manerirtp. Before the general says anything I want to explain 
why I raised the question. To me it does not seem to be accurate on 
the face of it because how can you have six divisions of 18 to 20,000 
men to a division and expect to get by with 200,000 men, when zou 
figure that the men in the divisions atone would be 110 to 120,000. 
That would mean you would have a back-up of less than ono man for 
each man in a combat division. 

Mr. Vorys. I am not a general. 

Mr. Mansrizvp. I am not either. 

Mr. Vorys, I am just reading what generals were saying. 

T also think that to havo the answers to all of our questions put off 
to the future, as of July 28, presents some difficulties, because we have 
to decide what these answers are. 

Ra aga Ricirarns, Let us hear what General Scott has to say 
about it. 

General Scorr. The only point I want to bring out is that there has 
been no change, sir, in any testimony of General Collins or General 
Marshall on that number of six divisions. Apparently the question 
is the support for those divisions and the numbers required for the 
other services. 

I think that can be clarified in the statement that will be submitted 
by the Secretary. 

Chairman Ricsarps. All right. Mr. Hays. 

Mr. Haya. Mr. Batt, this material, of course, comes to us in such 
volume that we cannot absorb it all, so if my question appears 
elementary you will understand. 

(Discussion off the record.) 

Mr. Hays. ‘This is on the record. 

As I understand it, in the light of the things that Mr. Bissell had 
to say about the import-export equation, the whole idea of economic 
aid is to secure productiveness. I mean, it has actual production 
for military purposes as the objective. 

Mr. Barr. Or military support. Something that directly supports 
the rearmament strength of the country. 

Mr. Hays. But itisthat direct. It isnot a vague directive affecting 
economic stability. 
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Mr. Barr. No. It is awfully hard to draw a line, T live in tho 
iniddle of it and half the time T do not know what. they ave talking 
about, but T do know that a power plant in the neighborhood for a 
gun plant is direct armament supporting, ‘There is no doubt nbout 
that. Whon you get fo a power plant for a community, of which the 
armament plant may be only a part, then tho thing gets a little hazy, 

Mr. Hava. Yea. 

Mr. Bart. But we are trying in tho use of this nid for this year to 
see as nearly as may be possible, that it is related to rearmament or 
something that is aiding rarmament. 

Tu other words, there are some exceptions in somo of tho countries 
tike Greece, for instance, that T do not know anything about. But 
generally in these NATO countries wo are trying to see that this 
money is funneled into the direction that will immediately assist their 
rearmament. 

a is no philanthropic approach to it. Does that meet your 
wint 
Mr. Mays. Yes, it does exactly; PE think there is considerable logic 
in the economic items. Tam not talking about the $1,673,000,000, but 
of other items in this bill that are related to defense, such as (echnical 
assistance, for example. 

Mr. Barr. That is very directly related to rearmament. 

Mr. Hays, Yos. I mean, there is not anything too hazy or too 
Yagie about that. activity. : 

Mr. Barr. No. There is nothing philanthropic about that at all, 
That is very immediate, 1f you ean raise the productive eficioncy of 
a country, While some of that will, of course, go into other things than 
rearmanment, the {portant by vdiek is that your rearmament effi- 
ciency is substantially improved. 

You take Great Britain. [think there is a sort of revolution goin 
on there. They havo increased their praductivity or productive effi- 
cioney relatively more than any country in the world in the last 4 years, 
They have been running about 8 percent a year, and that is a bi 
figure. ‘Thoy realize thoy have fallen hopelessly behind in competi- 
tion with the rest of the world. 

Anyone who wanted to go to Europe and study this particular 
ae tton T think would be amazed at tho enormous difference between 
the efficiency in Europo and the efficiency in the United States, Any 
American ought. to be very proud of it and ought to be quite ture that 
he understands where it comes from, and that he does not. do anything 
to hurt it. 

These teams we are sending over in the case of Great Britein, that 
is, the Anglo-American Council on Productivity, are all coming back 
with the same story. The teams, incidentally, are mado up of man- 
agement. and labor, They come back with the same story, They 
could almost write their report. before they leave. They say that 
production in the United States is two or threo times what it is in our 
particular industry, and these are the reasons why it is. There is a 
whole host. of such reasons. It is no single thing. 

It is a matter of education. I would submit if you look at it over 
a 10-year period you could not use money any better than to change 
the kind of education they have in most of the countries in Europe 
because they are not directed toward anereneing AN production of 
things for people. Generally, the people cannot buy the things over 
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there that they make, and that is the basis for the success of the United 
States, 

Mr. Hays. That is not. only true of industry, but itis true of agri- 
culture. France, for example, lias nothing that is comparable to our 
extension service. 

Mr. Barr. No, 

Mr. Hays, Which takes researeh results and makes them available 
for general use, 

Mr. Bavr. Great Britain is the only country in Europe that has, 
ail they ave behind us. We have a team over here right now, or if it 
is not here now it will be in the next month, whieli is studying the 
extension service nnd utilization of the agricultural extension service 
by American land-grant colleges. 

Mr. Hays. Dshare some of Mr. Sinith’s fears about the inequitable 
distribution of the increased income. T do not know whether you 
would say gross mitional product or national income, 

Mr. Barve. Your increased national income would be a proper ex- 
pivssion, IT think. 

Mr, Hays. Yes. But the distribution of it is what bothers me, so 
that. in terms of economic and social conditions you get a more favor- 
able situntion. 

1 judge from your answer that you have shared that fear that not 
enough has been done in that respect, perhaps. 

Mr. Bare. That is right. We indlerstand that situation, Mr. Hays, 
but we cannot force it. [Cis tho result of hundreds of years, It is a 
smart renchman—and [think Mr. Katz will bear me out on this— 
it isa smart Frenchman who can raise his prices and cut his wages 
at the same time. ‘There is a philosophy of management in Europe 
that is totally diferent from that which exists.in this country. 

There ave people over there, howover,.whd are beginning to see 
that they need to have larger markets in order to sustain a larger 
production, and (hus a larger distribution, There are a fow people 
who are doing that, but the matter of price maintenance is not Megal 
in Europe. That is about the only thing they do get together on, and 
they get together on that regularly. 

Mr, Mansrixep. Will the gentleman yield? 

Mr. Hays. I yield. 

Mr. Mansrienp, Speaking of a smart Frenchman, 1 remember not 
so long ago a smart Frenchman who came to this country and found 
out how he could increase his productivity and sell his shoes—in this 
instanco he was a shoe manufacturer—for less, and pay his workers 
more, He got by for a month or two and then the rest of the shoe 
manufacturers began to make trouble for him, and he was frozen out 
and could not pet credit. He had to go back to the old system. 

Mr. Barr. I can understand that, T said to an American distribu- 
tor who has a big business here and a good reputation for low prices 
and a substantial plant in Great Britain, “What are your costs over 
here compared to the United Statest™ He said, “They are far less 
than the United States actually.” I said, “What are you doing on 
selling prices?” He said, “Iam selling the same as the British market. 
I could not live over here if I did not.’ 

That is a practical consideration grown men will understand. It 
will break down in time, and I think it is beginning to break down, 
but there is no law over there which governs people and keeps them 
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from getting together and fixing a price. It is considered a fair thing 
todo that. . 

Mr. Cannanan. Will the gentleman yield for an interruption along 
that line? 

Chairman Ricuarps. Mr. Carnahan. ; 

Mr. Cannanan. If we are going to place rather big orders for spare 
parts and ammunition, such orders are certainly going to be an eco- 
nomio problem in the particular area where those parts are going to 
be mado. Are these orders well enough distributed over the different 
European countries so that we will not get into quite 9 misunder- 
standing because of the fact that one country is getting practically 
all of the orders, and another one is not getting any ; 

Mr, Barr. We will put this up to the Defense Production Board 
and ask them for their recommendation and advice, and we will get 
out of the Defense Production Board and its international staff, head- 
ed by a very capable American, W. R. Herod, whio is on leave as presi- 
dent of the International General Electric—we will get out of that 
staff and the action of the Board, a recommendation for the distribu- 
tion of that business, We do not have to follow it, of course, but I 
hope that we will. Then the heat will be taken off the United States 
for having placed orders in this country in this amount. 

Mr. Carnanan, Are we not running the risk of throwing the whole 
European economy out of balance by concentration of such orders? 
~ Is it your opinion the orders will be fairly, well distributed, or will 
they be concentrated in certain centers? 

Mr. Barr. They should be fairly distributed. 

Ambassador Katz. They will be mostly in threa countries—France, 
Ttaly, and Belgium. : 

Mr. Barr, That is right. France will get the largest bulk of them 
because there is the manufacturing know-how and the idle capacity 
and a big deficiency there. France is supplying a larger number of 
men than she is able to supply equipment to support. 

Ambassador Katz. You see, Mr. Carnahan, on your distribution of 
capacity—and I am talking now of theoretical capacity, as to what 
the British could make—assuming the labor and materials and financ- 
ing was there, Britian could roughl do one-seventh of what the United 
States can do, France one-twelfth, and Italy one-seventeenth, and 
all the others put together one-twentieth. 

So, obviously if you are giving out the orders you place them in 
accordance with the capacity there, so that you have the program filled. 
However, you have to watch that from the political viewpoint of 
what the results will be, 

Mr. Barr. We have nine teams who have covered these areas and 
reported on combat aircraft, smal} arms and ammunition, artillery, 
electronics, transport vehicles, combat. vehicles, engineering equip- 
ment, and so forth. That has been an international study made by this 

rd, which is international in character. So, we have already got- 
ten a good foundation on which we liave begun to rely, because each 
of the countries has reviewed these reports, and we have their com- 
ments; so, we know and have an agreed position on the ca acity of each. 
of these countries for each of these things. Xt will not be difficult to 
get them under way. ‘ 
- Chairman RicuArps. Mr. Batt, Mr. Hays has not had his time yet, 
and I wanted to get along with him. 


1 . f, 
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Mr, Hays. Yes. AsI get it then, the problem is partly a long-range 
problem. Admittedly, these things must have attention, but not im- 
mediately at the expense of a production program. 

That is a sound generalization; is it not! 

Mr. Barr. 1 would agree with that. 

Mr. Hays. Again, it is partly to be directed to specific countries and 
not the whole of Western Europe, as you brought out with your refer- 
ence to Britain. What you say, for example, with respect to a Jag in 
France would not apply to Belgium, perhaps? 

Mr. Barr. There is some idle capacity in Belgium. If you are ask- 
ing whethor Belgium is using’as large a percentage of her national 
production for rearmament as France, I would say. that the actual 
deliveries from Belgium today are seaer than those coming from 
France, but the planned utilization of the budget in France is some- 
what ahead of Belgium. 

Am I correct in that? 

Ambassador Katz. That is correct. 

Mr. Hays. I understand at the end of the war we had a debit figure 
with Belgium. We owed Belgium money, in other words. 

r. Barr. That is right. That is because of the materials we 
bought out of the Belgian Congo during the war. 

Mr. Hays, That was the Congo production? 

Mr. Barr. Yes. pase that. 

Mr. Hays. On the political side, in Italy, for example, you have 
a Situation that is not general, but a specific political problem? You 
ean barat quote election results as a test either. 

I asked a previous witness why we lost ground in Sicily. The 
Communists gained in Sicily. They generally lost in Italy, but why 
did they gain in Sicily? ; 

The ‘report I had was that primarily there was a failure to reach 
the people there with the tye We have that problem to consider, 
because actually Sicily should be favorable to the democratic elements 
in the light of what the democratic nations through the Marshall 
pian and otherwise have done for them. 

Mr. Barr. The chairman told you this is a team, Mr. Hays, and 
that is not my part of the ball team. 

Mr. Hays. Mr. Ambassador, what about that? 

Ambassador Srorrorp. Referring to Sicily particularly, I think 
that that is probably a good example of a part of the world where 
your average voter just does not see enough in it for him. After all 
in Sicily there are probably no floors, and the standard of living of 
the Sicilian peasant is very low, and when he gets this story he is 
apt to say, “Well, I have been living this way for a couple of thousand 
years. I do not see anything in it for mo one way or another, but I 
do not like the present system, and I am going to vote against it.” 

The Communists have capitalized on the feeling of general protest. 
The Sicilian peasant has about the lowest standard of living, I sup- 
pose, of any population group in the whole NATO set-up. I think 
propery that is why we lost groundthere. rine 

Mr, Hays. I have been pondering the things Mr, Smith is bringing 
out, and I think it is useful in this discussion. I am eimply tryin 
to simplify our dade expressing my own thoughts about it 
and inviting comment. My purpose is to distinguish between the 
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irimediate problem and the long-range problem. Certainly we have 
got to do that. 

It seems to me wé have to take care that we do not act against our 
own national interests respecting maximum production simply be- 
cause aa are these irritating problems which we seem to be unable 
to do anything about. That is the purpose of my question. 

_. Ambassador Sporrord. I would’ agree with that analysis and agree 
With your point of view on it. 

_ Mr. Hays. I would certainly agree with what Mr. Batt says, that 
in bonie cases, after all, it comes very close to being outside our prov- 
ince as é met on. To some extent that is true, too, and that poses a 
véry difficult question for the Congress, because if we are going into 
an expensive program for the American taxpayers and yet meet frus- 
tration because we find the essential difficulties outside our province, 
then there is some logic in the negative attitude. 

Ambassador Katz. May I make a comment on that? 

_ Mr. Hays. Yes. ty 
Ambassador Karz. We are trying to hold Western Europe, and it ig 
under attack by the Soviet Union. That attack follows a number of 
different channels. I know military officers speak to us about a mili- 
tary plan with a balanced defense, in which Army Navy, and Air. 
Force are balanced with one another. The Soviet Union has carried 


6 People we have to wirk there with at this time happen to have 
When. yén get unfavorable bal icieln {ntelligence in an area in which 


7 you fellows know more about politics than any of us, The dis- 
Cbpeinting vote if Sicily is not ‘due to any one item, but it is due to 
any: things: It ‘is dua.to mahy complicated factors. e of the 


things 1 ivill nention is this Tet Communists have & highly organized 
‘a) es nhs i febpen to believe coals raise the standard of livin 
i ly ant nited States and you would stil 
vine catia problem. It will help'a great deal, but you would 
sti ve em. ees ak 
’Itlére is prother Patt of thé job, which is that of beating thetn at 
th ik pei find. Take the cited States: ‘Tas great extent the Com- 
thitiidts h Aniiftrated itito the United Electrical Workers: Union. 
hat’aid it fhean €6 eliminate them? ‘It meant we had to figtit plant 
by plant, loca) by local, and city by city, a dirty, slugging fight, union 
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by union. That had to be done despite the standard of living in the 

nited States. Ee x 

So, it is very dangerous to oversimplify this thing. What we have 
to do from our point of view is to take this area and take the facts, 
whether we like them or not, and try to change the facts. 

Mr. Hays. ‘That is very helpful to me. : ; ; 

I have taken longer than I should, Mr. Chairman, but if I might 
intrude with one other question I would appreciate it. . 

Mr. Batt, you said lower wages are offset in cost factors by improved 
technology in America in many instances. 

Mr. Barr, Yes. 

Mr. Hays. We want to know before this record is finally completed 
just what the policies are with reference to determining the items that 
should be made in Europe and the items that should be made here— 
at least, we want to have assurance that there are logical formulas 
used in determining that. We were told, for example, that a bazooka 
could be nade in Europe at one-fifth the cost in America. That was 
an illustration. I am pretty sure those references were made. 

You do find, do you not, with regard to some of these items, that 
they ought to be made over there? 

Mr. Barr. Yes. ‘Thatis right, Mr. Hays. We work very carefully 
through the ECA missions in a country, and the MAAG missions, and 
then through JAMAAG, which is the over-all control of the MAAG 
missions, and OSR, which is the over-all control of the ECA missions, 
to bring into the Defense Production Board, of which I am the Aimeri- 
can member, the best judgments we can get as to the capacities of each 
of these countries for each of these things. 

There is nothing haphazard about that. As I said in the beginning, 
we start with the knowledge that some of this equipment, which is long- 
term, ought to be ordered first, even if there is little to show for it in 
the way of finished production for sometime. Then we start with the 
knowledge that some of this equipment cannot well be manufactured 
over there. 

I would like to say this off the record. 

(Discission off the record.) 

Mr. Barr. Onthe record. Weare up against a problem there which 
you all ought to recognize. We cannot make a commitment to the 
armies of Europe as to what we are prepared to do for them next year 
or the year after. 

Therefore, the generals, or those epue for the military direc- 
‘ion in the country, will say to us, “All right. We will agree not to 
make any 50-ton tanks, provided you will agree to furnish us with the 
heavy tank3 4 years from now.” Now, you know we cannot make any 
such commitment. - . 

They say to us, “You expect us to leave our armies improperly bal- 
anced as to equipment and dependent on the good nature of the United 
States.” They will say, “No. We cannot buy that.” Therefore, we 
are under that pressure when we say to them that they should not make 
a particular thing. 

Is that clear? 

Mr. Hays. Yes, indeed. Thank you very much. 

“Mr. Cuirmrrieip, This can be off the record. 

(Discussion off the record.) 
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_ Chairman Rrowarps. I have two questions. One of them is how 
tight these figures are on economic aid. You know, peoule are talk- 
ing about making it a 2-year program instead of a I-year program, 
which means splitting it in half, 

The other question is, How about a new organization to handle this 
thing instead of depending on you gentlemen, even though you love to 
get together and your personalities do not clash, and you have done 
& g jo. However, why not put all of this under one organization, 
except for end-items that you have to have from the United States? 

at do you think about that? I wish somebody would answer 
those two questions in just 5 minutes. I mean, each one of them in 5 
minutes. 

Ambassador Karz, Do you want me to do that, Mr. Chairman? 

Chairman Ricnarps. No. I want whoever wants to to answer the 
military and economic side of it. Iam not talking about the political 
aspect of it at all, but of the business of onereong the program. 

{r. CuperFirty. I might call attention to the fact that Mr. Nelson 
Rockefeller has advocated one organization. 

Chairman Ricnarps. That is right; and a great many other wit- 
sas testified it could be done, such as Mr. Foster and Mr. 

1sse. s 
; ae. Botton. Would the military accept procurement by the civil- 
ians 

Chairman Riowarps. That is the question I brought up. End items 
could come from our own production. What you would do with that 
is another question which, of course, you are not involved in. 

From the economic standpoint, I would like to have you tell me 
about that. 

- Ambassador Katz, Do you want me to answer the economic or- 
ganization question first? 

Chairman Ricuarps. Yes. That is right. 

Ambassador Katz. May I speak personally on this, Mr. Richards? 

Chairman Ricuarps. Yes. 

Ambassador Karz. This is my personal view, sir. 

Chairman Ricwarps. You mean you want it off the record? 

Ambassador Karz. No. I want to explain it. 

Chairman Ricuarps. I want your personal opinion. ; 

Ambassador Karz, It is a view which is based on the limited view 
of this thing I have had in Europe. There may be all sorts of ques- 
tions back here I do-not know anything about. It is my judgment 
that a separate organization can administer the economic aid and can 
administer the military aid subject to certain limitations, 

Chairman Riowarps. On point 2, or scientific aid, I mean, because 
you are not a specialist on point 4. 

Ambassador Karz. I was going to say the economic aid. I think 
actually the military assistance and economic assistance could be and 
should be put within one organization. sh 

'’ Having said that, I would say that in the case of the military end- 
product assistance it is necessary to handle it in such a way that the 
: fense Establishment retains responsibility for two primary 

unctions: : ' 

First, they have to determine the military requirements. Is this 

thing really needed? -, 
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Secondly, they have to do the actual procurement and handle the 
physical process of delivery to get the weapons to the forces to which 
they have been assigned. 

Chairman Ricuarps, They do that now. ‘ 

Ambassador Katz. Yes. But having said that, I think the military 
and economic aid could better be administered within a single 
organization. 

would like to add to that two other facts. As I said to sat in 
Europe, I believe profoundly any aid program should have a definite 
terminal date and you should not embark upon any indefinite aid 
program. Maybe you will miscalculate on your terminal date. That 
is another matter, but I think you should make the best calculation 
you can of the period within which you ought to get the results, and 
fix the terminal date, and from that time forward operate against 
that terminal date. . 

I would suggest if you set up a separate agency to handle both 
these things. you should not in the process forget the importance of 
the terminal date in an aid program, 

There is the other thing, which has been brought out by some wi€- 
nesses, and that is the need to make sure that in the administration 
of such a rogram your operation should be harmonized with other 
foreign-policy objectives of the United States, so as to maintain in 
substance and practical terms a unified position. 

Chairman Ricuarps, If that can be done under the present set-up 
it can be done under that. 

Ambassador Katz. I happen to believe it canbe. In fact, I happen 
to beliove it will be better actually—and this is not in my business, but 
I am speaking personally—I happen to believe it will be better even 
from the point of view of the political arm to have it relieved of 
the day-to-day operating responsibility. That happens to be 1 7 
point of view, subject to those considerations. 

Chairman Rrcitarps, You say you have no ax to grind, and as I 
understand it, you have already resigned. Is that right? 

Ambassador Katz. That is right. , 

Chairman Riciuarps. And you are not hunting a job? 

Ambassador Katz. No; Iam not. hunting a job, 

Chairman Riciaros, I wanted that in the record, 

Ambassador Karz, On the tightness of the figures, as I said, no one 
can pretend these figures are scientifically accurate, 

However, I believe this: If you look at the total future requirements 
of the situation, on any estimate of European availabilities and in any 
estimate of United States assistance as matters now stand there is a 
very substantial gap between what you ideally ought to have and what 
is now projected on the basis of present United States aid levels, and 
any estimate of European Sead 6 : 

want to emphasize that point, because even if you could get signifi- 
canty pucteaeed Eureopean production you would still have a sub- 
stantial gap. : 

We have made an estimate of how much higher the Europeans ought. 
to be than they are now, and in terms of physical hardware, which is 
just as good a practical measure as any, we have estimated they coukt 
make nM the rie year 1952 pee ellin ue, worth of hard- 
ware. Keven if we are wrong, it will only 000,000 or - 
000,000 worth of hardware. = UE ee oi; 
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The point I want to stress is if we are wrong on that calculation 
the error is from $600,000,000 or $70,000,000, as compared to $1,000,- 
000,000, or roughly $200,000,000 or $300,000,000 worth of hardware. 
The gap between what we are getting and what we would like to have is 
very much larger than that. 

oI would like te say, Mr. Chairman, oven if you trim your military 
requirements down, to an austerity basis, and even if you conduct 
your military build-up on the most austere basis you can, and even 
if you pt out of these Europeans everything vou can get. out of them, 
the aid figures which are projected in this bill and which we are dis- 
cussing would be probably less than we ought to have ideally. 

~ That does not mean that we should ask for more. In the first ptace, 
1 think if we did ask for more dollars we would probably not be able 
tospend them very effectively with the present state of materials in the 
world, In the second place—and this factor is breeent here, as in 
everything else—you make a balanced judgment and consider the effect 
on the American budget and the American economy. But, speaking 
for myself, my conscience is completely clear. I betiove this is an ex- 
enditure which is fully warranted on the basis of a conservative and 
iard-boiled estimate. 

Mr. Crirerrietp. Every witness who has been before us talked 
about the impact on the European countries. 

Ambassador Katz. Yes. 

Mr. Crirerrietp. We have not had any witness who has talked 
nbout the impact on the United States economy. 

What consideration have you given to that 

Ambassador Katz. Of course, in my official capacity I have tried to 
mind my own business, Mr. Chiperfield. I would not conceal from 
you, however, that as a citizen that thought sometimes crosses m 
mind. But may I answer that in the most direct and concrete way 
can possibly answer it? ; ; 

Here is the way I have tried to answer this to myself: There are 
about 30,000,000 taxpayers in the United States. You take the cost of 
this whole rogram—the economic part of it, let us say, is $1,500,000,- 
000. I will start with that. That means that comes to rou ny 
$1,500,000,000 into which you divide 30,000,000 taxpayers, which 
gives you a cost of roughly —— 

Mr, Cuirerrirtp. It comes to $36.20 for every man, woman, and 
child in the United States. 

Ambassador Karz. Let us take the $56.20 and let us say for those 
of us at this table we happen to be in an income-tax bracket, which 
would not be $56. My share might be $500. Putting it to myself as 
M. Katz, individually, and M. Katz, United States citizen, I ask my- 
self whether, as between spending $500 for what this bill gives the 
United States of America, and spending $500 on anything else I, 
or even my wife can think of, would I rather spend that money on one 
He aes As far as I am concerned, I would rather spend the 

is way. 

Mr, Crirerrietp. I would too, but what about the economy itselft 
We will have to have a financial structure that is strong. We cannot 
break ourselves. : 

Ambassador Katz. I completely agree with you. I think it has to 
be taken into account. 
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However, Mr, Chipertield, everyone talks about armament as a 
diversion from economic progress, und everyone spends his time tatk- 
ing about the question as to whether bread and guns are compatible 
or not. 

I want to ge a little further. I want to say to you over any period 
of time, or let us tnke a 10-year period, that guns and bread are 
not only compatible, but you just are not going to have the bread 
without the guns. 

May I be specitic? Will you please go off the record on this? 

(Discussion off the record.) 

Mr. Barr. I want. to leave one thought with you, which is purely 
my own, for what it is worth. 

Vhen you talk about cutting this in half and seeing what will 
happen, F will tell you that you will shock the rearmament recovery 
of Western Europe beyond belief, because they are just looking for 


excuses, or enough of them are. They are not looking for evasive - 


excuses, but excuses that satisfy their own conscienct for not doing 
more. 

If this Congress in its wisdom says to the rest of the world, “Wo 
have decided that this thing is not serious and therefore we are only 
going to send over half as much stutl as we have been sending,” I tell 

fou, Congressemen, you cannot measure the repercussion of it in 
hurope. 

If vou just look at dollars expended, we are asking you for $7,- 
000,000,000 for the NATO area in title I. Indirect aid is not included. 
An army of roughly 2,900,000 men is being put together and 180,- 
000,000 people are daily being made more willing to be a part of this 
defense structure. If you start pinching that $7,000,000,000 very far 
you are playing, I think, with terrific hazards in the state of mind 
of these 180,000,000 people, and this army and its equipment. 

You cannot cut this appropriation without having an effect on the 
goods that are going to cue out of the United States. 

If anybody thinks that cutting it that much means that they will 

vick it up and do it theinselves, they are whistling down a dark alley, 
cause that will not happen. 

Chairman Ricztarps. Now, I want to ask you this: We are talkin 
about the possibility of reorganizing this ing. A yood many goo 
businessmen who have been employed by the Government think it 
can be dono without injury. There may be injury here and there, 
but it can be done with over-all success, Here is what bothers me 
about your end items. 

If you leave that out of there, a lot of the end items furnished by 
the United States are going to depend on the items provided by 
Europe. <A certain amount of economic aid, of course, is to be used 
to increase that. That is the primary job of most of it. A good 
bit of it, or, say, one-fifth of it, would be used to increase the pro- 
duction of ammunition and spare parts. 

One is related to the other. You put this one over here in the 
military end entirely, and then you put this other part of the military 
program over here. If you do that, how are you going to get that 
synchronized so you get the best out of it? It would be simple 
to meif it were not for that. 

Ambassador Karz. May I tell you how I seo that? 

Chairman Riciarps. Yes. 
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- Ambassador Karz. I seo it this way: Let us say you are dealing with 
France’ and there is a computation made concerning the build-up of 
French forces.. That has been made, you see. 

Chairman Riouarpe. Yes. ao . 

Ambassador Katz. But the question is, How do you develop the 
equipment for those forces? You make your best judgment on how 
much the French can produce and finance themselves. 

Chairman Ricyarps. You touched on that. 

Ambassador Karz: Then the French come along and say, “We need 
help because, having done everything we can possibly do, we are 
still short.’ I am assuming they will have done everything they 
possibly can do. . 

__ They then come to the single aid agency and say, “We need help.” 
Here I want to be sure to say something, Mr. Richatds, speaking still 


.from my point of view. We talk about military and economic aid. 


In a sense those titles are not accurate, because military aid reall 
is economic aid, and economic aid really is military aid. What do 
mean by that? If you give the French $2,000,000,000 worth of equip- 
ment for their army, to that extent you relieve the French budget and 
the French economy. If you give the French dollars to buy steel 
and tools to make tanks, that is military aid. a a? 
‘ So the accurate way to look at it is this i -We want this addi- 
tional build-up which the French can have. For that they need help. 
How much help can we give them, and in what form can we give it? 
The judgment as to which form it should be in should be a practical 
judgment, as to which gets the best result. So we make a calcula- 
ion that if we give them a certain amount of aid in dollars to bu, 
steel arid tools, and so on, they could increase their production by suc 
and such an amount. That is one calculation of how much economic 
aid there should be. : ae ; 

We also calculate that if we were to give them any more aid in the 
form of steel'‘and tools, it would not yield a sufficient return in the 
form of increased French production. So we feel the balance has to’ 
be made up of military end-item aid, in our view. 

At that point we turn to the military and say, “You fellows have 
determined the requirenente for aiding France, as to whether they 
need such-and-such a force. On the basis of that force’ we thin 
the French will be short of aan by X, We have figured we 
can‘ cover one-third of X efficiently by giving them steel and tools 
and other items to increase their own production, but the remaining 
two-thirds has to be covered by weapons. SO 

“Here you take over from this point and you figure the kind of 
Yrepone end you figuré where they should be procured, and take care 
of the whole process of selicerys ae 
* Ethink that can be tied together in that way mes ot bon 
 Chairinant RrewAkns. If you are ‘Boing to do that, why not keep the 

then allocate so much?, Why 
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intr the economic aid. Then you will have substantially what I am 
talking about. 

Chairman Ricnarps, End-items and everything else. 

Ambassador Karz. -Yes. Even in the case of the State Department 
the Defense Department still has the responsibility and is given the 
Peper for eccrine military items. : 

hairman Rrorarps, It has to say how much can be spared. 
Ambassador Karz. Yes. ; 
Chairman Ricirarns. We have been discus ing the end-item business 


t off and put it ina 

ent. That would mean, so far as this Congress is 
concerned, afd possibly the D ablishment ‘tself, that they 
i d have the same authority 
for home defense and the 


with afms aid abroad;-a 
However, when you do 


h 
and you tie ? 

nch troops. If-that happens to cal)/for 2,000 tanks 
tage figure applies to: United States production 
anks, that is just too bad. , 
; are our fellows with the French to 
fet this much from them, ‘Frénch sa is too much. The 

‘rench say, “Look here, when we get all of this and get fhese fellows 
éut on-the field, are we going to have the weapons for them!” Our 
fellows have to be able to say “Yes.” That means the flow of weapons 
has to be scheduled into the flow of French forces. 

If you make your flow of weapons dependent on someone’s pro- 
duction, there is Just no reason toit. 

. Chairman Ricuarps. What about that, General? 

General Krater. I think the ie baba have to be determined by 
the Defense Depasinent essentially as they are now, just as Mr, Katz 
explained it. Otherwise General Eisenhower is not going to have his 
troops and is not poing to have an army to fight with. If you leave 
with the Defense Department essentially its present functions in this 
thing with regard to training, in addition to just end-items, I think 
you could have ahy number of organizations above that for coordinat- 
ing end-items, « | A 4 a els ; 
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Chairman Rrewaros, We do not want any number We want it 
solidified. 

Qoneral Kinver. PE could be satisted with our present system. Woe 
are about half through this thing and T should not. seo any reason for 
changing that. 

My, Crnperriet, Low about changing the name of MCA? 

CGonoral Kincsa, T think it is important to remember wo are half 
through with this thing and should not change untess essential, 

Chatrman Riowarvs, Wo are about through with ECA, 

Mr, Crirereintp, We promised the Amorican people there would 
bo a termination date to this thing. 

Chairman Rrowanna, We are going to terminate it, 

Mr. Ciuperrieno, You hoard Air. Bissell talking about it yesterday, 

Chairman Rrowanns, As such, for ceonomic aid: for (he Marshall 
plan. ‘Tho tormination date was written in at the start, : 

You wore talking about. that, Mr. Katz, and said you think: you 
onght to write it into any program, Of course, you get into a (eld 
there that you people do not have anything to do with. ‘There is one 

dhase of this WUT which deals with loug-tine seientifle vesenveh, and 
hat sortofthing. ‘Phat is the so-enlled point + 

Ambassador Kava. You can administer that separately, if yn 
put your point fin, My. Richards, you could provide by statute hat 
those functions (hat have no terminal date should bo administered in 
v distinet unit under the whole organization, so that when the time 
comes When you torminate the other funetions this thing ean be earried 


on, 

Chatrman Rreranos, You could have that in the organization and 
still not have a toyniinal date. Is (hat vightt 

Ambassador Kara. Yea, 

Mr. Caneremienn, How about the Export-Import. Bank coming inte 
that organization, and the International Bank ¢ 

Mr. Kara, My views on that would bo just abstract. Edo not knew 
a thing about. that, 

Chalvman Ricanns, You would say thoy would have the same re- 
lationship to that organization as they have to the othors¢ 

Ambassador K vez, Thore ix adimit to your putting thin Cogother, 
No ono tn his right mind would suggest Chat wo lave a single De- 
partment of Domestle Ailaiva, ‘That is not boone they ave all un 
rolitad to on anothor, but been you cannot get more than a certain 
amount into single ministry. 

f you tale tho pasttion thot everything that deals with foreign 
comnttica should got into one organization tt will bo so unwieldy that 
no_ono can admin ny it. 

vy Cinvrnrianp. But when you are giving ald to a country you 
havo to know whothor thoy avo gotting ald from the Iexport-Tniport 
Bank or the International Bank. You do not want to have duplion- 
tion thore, | 

AAmibaaaaddor Kara. As a practical mattor, thore has not beon any 
q tyin keoping HOA and tho xport-Import Bank apart, 

‘Ghairinan ramen, Wink do you say about having a angle agonoy 

for the functions wo avo talking about, Mv, Spofford? 


t 
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backatopping of the foroign-nid itema Is in the vight direation, 
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That. is ono of tho prebloms we have not worked on, and wo have 
plenty of our own, 

Chairman Reensvuns. You have dong a good job. 

Bill, what do you think about that? 

Mr Barr, ‘Phere has been so much said on it, Mr. Chairman, 1 
Will personally agree with Mr. Spolford, Pam not resigned and in the 
sition that Mr. Kata ia in, but Uam certainly not Ged to this job 

have, Wlivt is needed is more authority in the hinds of the peoplo 
who ary supposed to do things. It seoms to us, as wo see iC over thers, 
that this place is being run by committees, and people spend two- 
thirds of their dime attending committees. 

LE would Hike to see the people who are rooming Chings her rin 
them without spending so much Gime clearing with everybody else. 
Wo are trying todo that ever in Europe. We haven terrible time try- 
ing Co get answers over here, beeause by the dime they get cleared 
over hory, half the things are done, 

Chrinaan Rieuvrps, Why do yor not set up i few more suborgani- 
zations? You havea fow, Set apa few morn subs, 

Mr. Baye. Po would like to seo ISAC with enough authority ¢o oper- 
ato hore, but you have to give those peoplo the staff to make it possible. 

Chairman Rivaavnns, Before we elose, law long will you be in 
town? All of next week! 

Ambassador Sroriorn, PE think we will We are going over to the 
Senate comimittoo, 

Chairman Riewarns, Ef we need you Monday or ‘Puesday and it 
dove tt eantlic# with that, will you gentlemen be available fora very 
short timed Pda not know, bat perhaps some of Ché others will want 
toask you samething. 

Armbassador Katz. We would appreciate it if we could get as much 
notice as possible. FE luwe to goto New York for 1 day. 

Chairman Ricivnps, Mr. Mansfield, 

May Manarieno, Reverting back to the question raised by Mr. 
Chipertlold, which has certainly al yood deal of merit to it, as to 
whether or not the peopte who work on these programs think of the 
United States as well as the needs of Che Burvpean countries, | want 
to say inimy opinion FT think they do. ‘That is, they have to do it just 
ax wo have to do it here. 

However, the thought strikes me when we are engaged ina program 
such as this, which costs a great deal of money and v lich J,and am 
sure the rest of the committoe, have to explain to our constituencies 
that wo represent, Lanstrack by the idea Chat what wo ave doing here 
is sponding money in behalf of (ho secuyity of tho United States, Wo 
are spending money in a Hghe for freedom aud adight for survival. 

I think that if poople think of thia program and walize how much 
ft will cast us in dollars and vents il wo loss Wostern Europo and 
became isolated, Chen we are ina position where wo have no choive in 
the matter. ‘This is not just a struggle of a Korea here and a Koiva 
thers, but it is a struggle which contains a continuing number of 
Koreas, and it will be so for some yoars to come. 

So, in my opinion, the money is being spent for a good security 
purpose. 

T want to ask ono queation of General Kibler. How many divisions 
do we contemplate having in Euvopet 
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Cloheinl Kanner. Hho United Qittest 

Mi. Manaribin. Yor. 

donentd Kinet. Bis, 

fe, Manasceni, Ate (lise aly Cer tee die Coe inaiy t 
(levers Kaneete Yous, 

Mv Maxatiota. ta Ht tine then that the tioopa dn Austria and 
este will, ft effeet, compris another division t 

Ceneral Kine ‘tht atight, 

Mix MAnabier. Phe average Atnontedn dlvlelon aid (his ia just 

W the peur conpiteve anvihiere from PRO00 fp 200 men Le 
rat ethte Pens fiet vettor ath now, 

General Kanner. Yea Aton thet, 

Mi, Manetteon, Beelisive af that 1B000 fo 90.000 inom th each 
tat ulivtston, how mine men do son have baek bag ap edeh conilat 
liviston 

Clonoral Rinne. Pentel a moment nue that oi nermial theater dist. 
nl alive fe 40000, "Phat tieans coupglity 2o.000 belitnd each divleton, 

ty Manesteni. AH etahit, 

Chairman Rieianne Watt a initiite. You sald poooof 

enor Rank. Ronphly saath Pint inakes a total novia 
theater divicton shew uf 400, 

uy Manetienh. Vou Tae one nin bellied one man iit a const 
Wi 

Conenal Wine. Yes. ‘That toes tof (relate (he Air Moree but only 
the Army, 

May Masattenn. Tie Go000 fauut, ‘Mis is just the proud hack-wpo 
wf theaa divistond andl exclave of the dnj000 Air Mateos, 

eneral Kinner. Miat larttt. 

May Manarinia. Anu that would give tig reuntily 130,000 tien com 
prisiiy Ren Asian. plus another (odd behind then That 
Want be 200,000, plas the do.00d Afr dnt Vine boon inontloned, We 
will way, ane mond fanny Chat tt world: be 00,000, 

Ceneral Niner. Yee, 

Miu Manevietn. ‘That tsall, Me Chatrtin, 

Choneral Ninna. ‘Thene bet eutething ¢o add do that When you add 
the Air amd Navy you are tot far away from that lyre. 

May Manertevas TD have already added the 60,000 Hyure. but hinve 
lett ont the Navy. Pan teytiyg do pet (his clear hy the record beeatice 
this qireetion be conlnge typ and we will fiave do get Ul atralghitened! ont, 

OChaitinan Ricrares "Phen with all the necessary component 

ups dreludhyz: the Navy, and the commiunileationa people, that 

we would hot be Car Cromthat, 

Geren Ninnak. He would not be far from 400,000, 

Mra Boron, May Lask that you have auniebanty give tia the men. 
trat of thea Saliogy” sueh ag the world alleo and ome other alice? 

were threaof them t 

Cenoral Kraner. Just two, TD only know of two, Phat fa onongh, 

Mra Barton, Towould think a Ef we could Just have that, or if 
you would give it tous her What is the world alleo and what doos 
it repreeent 

Goneral Hinesa, Sixty-five and forty. That is my knowledge of it 
¥ think the Defonss Department ought (o givethat. 
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Afis. Bonton, What is the neandng of “work slice ft 

Ciencral finer. Mt tneludes (he zone of interior and itneliudes tho 
Ueitet States, and everything you have here whielt is necessary to 
Rp por a atmay, 

hie. Howton. ‘Tintis very clear ‘Chank yoo, 

Atnbassador (Katz. bo would like to say one thing for the record, 
flint the figeres which Mr. Vorya requested with regard te counterpart 
wort banded to Mr. Vorya. 

Chiatrmiaa Rrettanns, Miatiscorreed, 

fie committee atanida adfonined anti Monday morning at 10 
CTU, 
(Whereupon. at 0200 pin, the committee adjourned antl ton, tn, 
“Motelay.fuly 80, itd.) 
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MONDAY, JULY 30, 1951 


. Host of RepreseNTATIVES, 
CoMMITTEE ON Forriun AFFAIRS, 
Washington, D.C. 

The committce met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. 1., the Honorable James P. Richards (chairman) 
presiding. 

Chairman Riciarps, The committee will come to order, please. 

Ladies and gentlemen, we will continue the hearings on the so- 
called Mutual Security Program. 

The question was raised, I believe by Mr. Vorys, and some others, a 
day or two ago concerning General Marshall’s statement about the 
question of sending 400,000 troops to Europe, 

I have a letter here from General Marshall on the subject. Without 
objection, after the clerk has read this letter to the committee, I will 
put it in the record. 

Is there any objection? There being tio objection, it will be included 
in the record. 

Mr. Crawrorp, This is a letter addressed to the Honorable James 
P. Richards, chairman, House Committee on Foreign Affairs, House 
of Representatives. It isdated July 28, 1951, 


I have been Informed that a question has arisen as to the basis for my state- 
ment before the Senate Foreign Relations Committee yesterday as follows: 
“We will have, I think, about 340,000 in Ground Forces, and some 50 or 60,000 
fn the Air Forces, reference United States military strengths in Europe in 1952.” 

I want to confirm at this point that the total figure of approximately 400,000 
is correct, of which approximately 60,000 will be Alr Force personnel, 

The 340,000 Ground Force troops represent the approximate total personnel 
strength of the six divisions reported to the Congress, the necessary “combat 
support” and “logistic support” troops to maintain, supply, and sapport these 
six divisions in combat readiness, the necessary corps and Anny headquarters 

the necessary antiaircraft units for the protection of both ground and 
alr units, and includes also our forces in Austria and Trieste. 

The foregoing figures and requirements provide the necessary types of troop 
units to maintain, both {n combat readiness and in combat Itself, the six combat 
divisions, The number of supporting troops per combat division fs less than 
that required {In Europe for the support of our combat divisions in World War II. 

When the Congress discussed the six divisions, there were already In Europe 
some 100,000 military personne). 

Faithfolly yours, 
G. O. MaRsHALy. 


Chairman Riciarps, The first witness we have this morning is the 
Honorable Carlisle Humelsine, Deputy Under Secretary of State. 
He will testify on the question of salaries and super-grades. 
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STATEMENT OF HON. CARLISLE HUMELSINE, DEPUTY UNDER 
SECRETARY OF STATE 


Mr. Hustresinr. I am going to talk, Mr. Chairman, to section $12 
subsection (a) and (b), and section 513, on page 56 of the Mutua 
Socurity Program: 

We are asking for eight top positions to direct and operate this 
ISAC organizatibnal arrangement. 

Section 512(a) is the section that has to do with the Director, Inter- 
national Security Affairs’ position. That is a position that is filled 
by Mr. Cabot at the present time. We are asking for a salary of 
$17,500 for that particular position. That is the top position in the 
ISAC committee, It is in the hierarchy of the executive branch. It 
is the equivalent of a Deputy Secretary of State. 

He is, I would say, in this field the number one man, if you excluded 
the Secretary of Defense, the Secretary of State, and the head man 
ofthe ECA. Thatisa position covered in section 512. 

In section 512, subsection (b), we are sega, He four positions at 

15,000 a year. Those positions are for a Deputy Director, Mr. 
Coolidge holds that position at the present time; an Assistant Director 
for Policy and Program Development, that is a position held by Mr. 
Jack Ohly; Assistant to the Secretary of Defense, which is the job 
in Defense comparable to Mr. Cabot’s position in the State Depart- 
ment, and also that is the position of the Defense representative on 
ISAG, In other words, Mr. Nash wears two hats. He is the Defenso 
representative on ISAC, and he is the man who operates the total 
program within the Defense Establishment, 

e next is the Executive Director of the European Coordinating 
Committee, Mr. Bonesteel. He is the man that works as the Executive 
Secretary and Executive Director of the American team over there. 
‘The American team is made up of Mr. Spofford, as the United States 
Deputy of the North Atlantio Treaty arrangements, General Handy, 
the Defense representative there from the Department of Defense, 
Mr. Katz the top ECA representative in Europe, and Mr. Batt, the 
United States member of the NATO Defense Production Board and 
ECA top man in England. 

Mr. Gorpon. Has not Mr. Katz resigned alreadyt It was stated 
in the press, 

Mr. Humessine. The 15th of August. I am’ talking about Mr. 
Katz as an individual. When he resigns there wil! be a replacement, 
presumably, who will have the exact same position. 

_ Then, in addition, under section 513, we have asked for three addi- 
tional positions in the so-called supergrade structure of the executive 
branch. Those three would be at the GS-18 level, pay $14,000 apiece 


ayear. 

Those would be for the three assistant directors that we have not 
covered in the other five positions. 
_ Mrs. Bouton. They are at what level? 

Mr. Humersine. At the GS-18 level. That isthe top rating. That 
is the $14,000 job. Those would be for the Assistant Director in 
erage of Pro pan Denker nt Mr. John Bell, Assistant Director 
for nropestt urity and NATO Affairs, Mr. Ernest Pittman, and 
the Assistant Director for non-European Security Affairs, Mr. Jona- 
than Bingham. 

! 
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That is the sum-total of the jobs that we are asking for in the 

super-grades. . . 
would be delighted, Mr. Chairman, to answer any questions I 
could in regard to these positions. 

Chairman Ricuarps. Thank you, Mr. Humelsine. You are short. 
and to the point. That is what we want. That is what you are up 
here to tell us about. Are there any questions? Dr. Eaton. 

Mr. Eaton. No, I got in too late for questions, although I am 
startled at. hearing of the salary of $14,000, That beats being n Con- 
gressman. ; 

Mr. Husmrssine. Practically any job, I would say, beats being a 
Congressman. 

Chairman Ricuarps. The witness has just testified that any job 
beats being a Congressman. Do you agree with that? 

Mr. Evton. Sure, From the point of view of profit, permanence, 
and peace. 

Chairman Ricitsrns. Mr. Gordon. 

Mr. Gornox. Mr, Chairman, this additional help that you are ask- 
ing for, will they remain here or will they do most of their work in 
Enropet 

Mr. Husmeraine. They will be here, practically all of them, except 
Mr. Bonestec), who will be in Europe. This will be the framework 
for the ISAC organization; also, the individual that runs the top 
job in ECA, or whatever would be determined under the act, and the 

efenso Establishment. 

Mr. Gorpoy. That means it will increase the personnel by how 
many people? - 

Mr. Humerrsine, Under the MDAP Act, we had eight positions 
filled, but we were paying certain of theso $50 a day as consultants, 
which is the consultant fee with the Government. 

We did not have under the MDAP the type of program that you 
have under this particular act. Under the MDAP, you were talkin 
about a program that had only to do with military assistance, which 
was in the neighborhood of $1 billion. Here you are talking about a 
program of $814 billion. It has to do not only with military assist- 
ance, but it has to do with the pulling together of theso international 
security arran ments, I mean, the backstopping of the North At- 
lantic Treaty Organization, the Organization of American States, 
and those particular arrangements. It is a different animal from 
what the MDAP was. 

Mr. Gorpon. That is all, Mr. Chairman. 

Chairman Ricirarns, Mrs, Bolton. : 

Mrs, Botton, Mr. Secretary what is your sense of this new organi- 
‘gation? Do you feel it shou d be a sepurato organization! How do 
you seait setup? How do you see this work done? 

Mr. Humersine. I would be pleased to give my own views on that. 
Actually, I was not prepared to testify to that. 

I am afraid I am pretty orthodox in that. I think that tho set-u 
that the administration has asked for here is logical. The reason 
think it is logical I would like to set down, if I could, briefly for you. 
I do not think there is any way of getting away from the following 
facts: The military character of the aid program is a job for the 
Defense Department todo. I do not think there is any doubt about 
that, at least in my mind, 
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The second fact is that to determine the economic character of 
the program, and the economic operations, is a job for a single 
economic agency: in the aid field. 

1 think you have to have something like the ECA, or some such 
organization, to do that. . 

ut then here in Washington I think you have a real job of co- 
ordinating whatover you do. 

There are two af the aspects, the defense part, tho economic part. 

Then you have tho overriding consideration of the political, and 
the total coordination of all three of these things so that we havo 
& program that makes sense, so far as this Government is concerned, 
and which sees that. this money which is an pronrate is used wisely. 

To coordinate is the job, as I understand it, of the State Depart- 
ment. That is the job set down in the way the executive branch 
is organized. They are supposed to take care of the foreign poticy 
under the direction of the President. That is what is proposed 
under ISAC, that in the State Department you set. up an operatin 
committee that includes the defense and the economic arm that. is 
decided on for this aid program, along with tho responsibilities 
that normally are handled by the Seeretary of State in doing this 
coordinating. 

You keep a small organization, and then you coordinate United 
States policy there. If you take this thing and put. it somewhere 
else, all you are doing is setting up, at least in my judgment, a sec- 
ond Department of State. If you are going to do that, my sug- 

stion Is make it complete enough and then you can move tho whole 
t ring kit and caboodle over there. 

1 do not see any other way to run it except that way, if you aro 
going to follow the premise that the Departinent of State is the 
organizaion that coordinates foreign policy. 

think I ought to emphasize that this ISAC committes is not 
the committee that is going to run this thing. They are the com- 
mitteo that is going to coordinate it. ‘The defense part is going to be 
operated by the Defenso Department. 

Any cconomic:phasa that comes up I would assume would be 
operated by the economic agency, in the same sense that ECA did 
it. But you still have to have the ee coordinated, Woe are talk- 
ing about an organization of about 100 people. That is the total 
personnel in the office of International Security Affairs in the De- 
‘partment. of State. I would say about 30 of those people aro tied 
up in a fiscal operation to make sure that this thing is proporly 
coordinated. 

Mr. Herter. Would Mrs. Bolton yield? 

Mrs.. Bowron. Yes, indeed. 

Mr, Herter. You speak of this as a coordinating organization. On 
the other hand, the money that was appropriated in the last 2 years 
has been actually expended, by that organization, that is, the money 
is spent by tho State, Department, so it becomes more than a co- 

rdinating agency ; in éffect, it has control over the funds, 

Chairman Ricitasns. When you answer that, I would like to intor- 
pose a question on that, if the gentlewoman will yield. 

Mr, Homntsink. Mr. Conigreesraan as fay as the appropriatiqns, 
rink ¢he appropriations of the funds should be made to the Presi- 

ebt, atid then the Presidént decide where it is wisest to subappro- 
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priate those funds in order to do the best job in the executive branch 
of the Government. 

Tn all reality, in the way the Military Assistance Program oper- 
ated, there were large sums in the breakdown that were given to 
defense under the MDAP. But in order to have any sense of con- 
trol to this coordinating committos, the funds virtually had to be 
there. It would be like trying to coordinate somebody if they had 
all the money, all the power, and so forth. ‘They are going to tell 
you to go chase over the hill. You have no authority over them 


whatsoever. It makes it: practically impossible to do a job of co 


ordination. 

Chairman Rictrarps. Will you yield? 

Mrs. Botton. T think my time is up. Mr. Chairman. 

Chairman Recirarns, ] will interpose a question there. Granting, 
of course, that tho State Department, under the President, makes 
policy, policy in Europe, in regard tothe Atlantic Pact and the NA'FO, 
and all of that, I think that is pretty well defined in all of our minds, 

This thing is based on policy. That being the case, why could there 
not be an independent. agency to carry out that. policy? If there was 
an independent agency in ECA to carry out ECA operations, why not 
an independent agency over the whole thing? 

Mr. Hustresine, This thing, Mr. Chairman, at least as I visualize 
it, is beyond anything under the ECA. ECA had ono single job to 
do. It was pretty definitely laid down what. they were to do. Tho 
guido lines were there. Actually, you do not. have all of your policy 
made. You have your preliminary policy made and your operating 

r~wlicy as far as the present armngements under the North Attantic 
reaty Organization, as far as Europe goes, But that is a shifting 
thing, That is going to shift from day to day, as new crises como 


along. 

NTO is in its infancy. It is going to become, T hope, a much 
stronger thing than it is today. Today it is nothing but laid out on 
a piece of paper, and tho structure over there has but a skeleton staff 
working init. There are no forces in being, as such. 

You have a long way to go before this is the meaningful thing that 
I am sure we need in order to carry ont our objects of our foreign 

icy. 

Tf you take and put the defense, put the econamic, put all that. busi- 
ness ina separate agency, that fellow virtually is going to be a Secre- 
tary of State. He is going to be in tho position that he is making 
and has the authority to practically make the decisions. 

Chairman Rietrarns. He could not override the President, 

Mr. Humersine. No; but you could get such a complication and so 
much confusion down there, with the President. being in the position 
of coordinating two Secretaries of State, that I think you would have 
yourself in a fine kettle of fish. 

Chairman Ricttarns. How about end items? Do you think they 
ought to be under this policy—military items? 

fr. Humeramne, End items? 

Chairman Ricirarpa. Yes: tanks, fans, and so forth. 

Mr. Humersine. I think that is a defense problem to do. ° 

Chairman Ricrrarns. Then that should not be like it is in this bill. 
Defense makes those decisions, anyway. Why not turn those over to 
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General Eisenhower that are in this bill, those from our production 
line, that is, a certain percentage of them It has been suggested here 
that this is an over-all program of defense. It has been suggested if 
a portion is assigned to Europe why not let the military handle it 
entirely. 

Mr, Hosersmve. Largely, under the way it oporates now, the mili- 
tary does handle it practically 100 percent, as far as the procuring of 
that. I think, within the framework of this ISAC committee you 
ought to keep control of that thing to make sure that as this thing 
shifts from time to time you can adjust accordingly, as far as the 
overriding political necessities are concerned. 

_ If you could lay this thing down like General Motors does in lay- 

ing out their uction of cars, and if you only had to worry about 

what the market was going to be for cars in the United States, then. 
you could go ahead in the program to,fill that. 

That is one thing. But this thing is shifting all the time, It is 
not static as the demand for cars is in this particular country. 

I heard someone say this morning that we are not operating a thing 
as simple as a popsickle wagon here. It is not like a fellow taking 
& vory simple business and running it himself. This is a very com- 

lex arrangement that has to do with evorything that we are doing 
in the foreign-policy field. 

If you take that and put it lock, stock, and barrel outside of any 
coordinating responsibility of the Secretary of State and the State 
Department as such, I think you have got yourselves away from the 
fundamental idea. 

Chairman Rtciarps. The economic aid under the Marshall plan 
was a departure from ‘the foreign policy of the United States. As 
far as that announced foreign policy to build up the world to combat 
communism, this Congress wrote into the law it would be an inde- 

dent agency. That is before some of these other things came into 
It. I cannot see the distinction. . 

If you could operate under that, and not have a head-on clash with 

foreign policy or the State Department, I cannot seo why that same 


theory should not go along the line, unless it does not answer the prob- 


lem in the military field. . 

Mr. Herter has arised the question here about end items from time 
totime. That is one phase of it, but I am talking about the over-all 
p m of economic relief. - ; 

For instance, some of the economic relief is for military production. 
That blends in from one to the other. _ I think if this thing worked 
under ECA, and there was not a head-on clash or conflict with the 
policy-making end of the Government, I just cannot see why the other 
will not work. ; 

Mr. Humerarne. Probably it is an oversimplification, but my_gen- 
era] impression of ECA was that you had a very specific job that ECA 
was going to do, that was that you were going to get European pro- 


duction and the European economy back on its feet after the disaster 
of the Second World ; 

soeneirman Riowarps. Now ECA is going out and you have another 
j 


. Mr. Homezeine. That w I think,'a relatively simple job, as 
compared to what we are getting into now. It was ry ifficult job. 
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There is no doubt about that. But it was directed toward simple 
objectives, They were difficult to achieve. 

Chairman Rtciarvs. I am getting a little away from your particu- 
lar field. I will call on Mr. Mansfield. 

Mr. Mansrretp, No questions. 

Chairman Ricitarns. Mr. Smith. ; 

Mr. Suitn. Mr. Humelsine, what position do you fill down in the 
Department? 

Mr. Husrisine. Deputy Under Secretary for Administration, sir. 

Mr, Sasitir. In that capacity you have the responsibility of con- 
sidering personnel? 

Mr, Humersine. Yes, sir. 

Mr, Smitu. How many people are now engaged in this program? 
How many are employ 

Mr. Humeraine. In this particular program? 

Mr. Sativiz. That is right. 

Mr. Homersine, Approximately 100 actually employed in the Office 
of International Security Affnirs. 

Mr. Sarrn. Here in this country? 

Mr. Husrrisine. Yes, sir. 

Mr. Sstrrit. How many overseas? 

Mr. Husersine. About 100 involved in the direction of the pro- 
gram, including the organization under Mr. Spofford. This includes 
a small staff under Mr. Bonesteel, Executitve Director of the ECC. 

Mr, Ssrrit. As you visualize the growth of this particular mctivity, 
have you been thinking in terms, or has your Department been think- 
ing of um maximum number of employees required for the over-all 

rogram 

. Mr. Husrersine. As far as the over-all program is concerned in tho 
State Department, I do not visualize for the coordinating responsi- 
bility that we have a very large organization. The organization that 
is going to take care of the economic phase, and the organization that 
is going to take care of the military phase, as far as getting these 
things in production and paneling re total economic arrangement, 
that is going to be, F imagine, a sizable staff. 

Mr. Ssitit, Who would have that information? 

Mr. Humetsine. I imagine Mr. Foster would have that informa- 
tion, and I imagine Mr. Nash would have that information, as far 
as Defense is concerned. We do not, as far ns State goes. ; 

This ISAC is a coordinating instrumentality. That is exactly 
what it is. It will not build up into a big organization, unless I am 
ally an annen: That is my understanding. Is that not correct, Mr. 

ooli 
Mr. Cooliiaks There are no plans for that. 

Mr. Sartir, What activities are they coordinating? 

Mr. Humersrne. Under that, they are coordinating the entire pur- 
poses of this particular act. 

Mr. Surrit. You mean the whole act? 

Mr. Huseratne. The whole act, including the four titles, including 
NATO. NATO will come under title 1. That will be the largest, 
and the rest. — 

They will be backstopping Mr. Spofford’s organization as the 
United States Deputy to the North Atlantic Treaty Organization. It 
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will: be centered on this coordinating job, and will not get into tho 
operations per se of the program. 

Mr, Erron. May I say that. a letter has gone forward to you this 
morning outlining all the personnel, both in the United States and 
overseas, civilian and military, that the Departmont of Defonse has. 

Chairman Rienarps, I think we have that letter here. T was going 
to put it in the record. 

ihe documents referred to are as follows:) 


Department of Defenac cmployment under Mutual Defense Asaistance 


Pretent 1052 estimate 
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Mi tA 
United States... 0.0.0. -c ce cecececccescevescccececcuceerteceeasenaeeres a9 354 
VOESCOS oo. eee o scenes eee sccaeereeseseneseenetee snes een ee rene nen nn 237 3,217 
TOCA... oc ccececncce ce cecenceccenessccncecceccoeceaeessscesescaseecs 2 Ma AAT 
{ . fe ie Sed Se nm Se eed 
United States ..c0. 00.0000 cc cseccceuvecacececersencnencestenceueeuceeees 4 108 7,067 
SO8S oo cece ccc leseseecouseneserevensesereveusuronecreeevescencses 62 7AS 
De ee 5,728 & 402 


This statement Includes only milltary personne! regularly assigned and civillan 
personnel regularly employed on a full-time basis for MDAP. The military 
personnel overseas does not include the members of mobile training teams, which 
are usually In temporary duly status, The civillan personnel in the United States 
does not Include the labor force employed In the varlous installatlous and facill- 
ties from time to time fn connection with the rehabtlitatlon, repatr, and dellyery 
of matériel, or In the manufacture of equipment In Government plants and 
arsenals. There was an overage of approximately 20,000 so employed during 
fiscal year 1954. The civilian personnel overseas does not Include indigenes 
employees pald from contributed local currency. There was approximately 675 
89 employed durlng the greater part of 1051. . 


OFFICE OF THIF SECRETARY OF DEFENSE, 
Washington D. C., August 3, 1951, 
Hon. James P, Riciarbs, 
CaAairman, Commitice on Forcign Affatra, 
House of Repreacntatives, 

Dean Me. Riciaros: Tam attaching for the Information of the committeo 

budget estimates aud a general statement justifying them, prepared by the 
+Department of Defense for administrative expenses for the Mutual Defense 
Asalstance Program for fiscal yenr 10852. There ts also attached a statement with 
respect to persounel services In the milltary asststance adsisory groups, together 
“with a breakdown of inilitary and clyillan pergonnel In each of the country 
tnisklona, . 

The attachments represent the most complete information as to personne) 
and administrative expense requirements available to the Departinent of De 
fense. We will, of course, be happy to furnish any further Information you 
may require, 

Sincerely yours, 
Eowarp I, Wapvtun, Jr., 
Titcutenant Colonel, GSC, Feccutive. 
(for SL. Scott, 
‘Major General, United Statics Army, 
Dircetor, Office of Military Agsialance). 


PEESONNEL SERVICES IN MILITARY ASSISTANCE ADVISORY GROUPS 


‘ The general wtatemont in the budget justifications for administrative expenses 
‘of the Department of Defense emphasizes that the milltary assiztauce advisory 
groups (MAAQ's) are representative of the entire Department and not primarily 


’ 
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of the services. This statement is based on the nature of these advisory groups 
and the functions they must perforin. 

Thelr personnel are not comparimentcd 5 the misston of training Is one which 
Is perforined to some extent by every member of each of these MAAUC's, for 
exalmpte: shuollarly the checklog on utillzation of equipment provided Is per- 
formed as part of the duty of every member of the MAAQ as he carries out 
his dulles related to matériel and tratulng programs, The level of forces, the 
status of (raining and effectiveness of utitization of matériel on hand aud an 
estimate of the capacity (o utilize ndditlonal matérlel effectively must all be 
weighed fn developing, screening, and recommending country programs for addal 
thomal matértel as well as additiona) (raining to be financed fron: United States 
appropriations for mutual defense assistance. 

The statement wlilch follows outlines (he duties of the chief of a millltary 
assistance advisory group. All of {ts subordinate personnel are assigned to 
prosaic the necessary specialized assistance required tu effect the misston of the 
ehlef. 

The chief of the MAAG, with appropriate assistance from the ECA Mission 
chief, is responsible, under the general direction of the chief of the diplomatie 
nilssion, for leadlug and coordinatIng United States mllitary program efforts 
within the country aud for making approp¥iate recommendations, He Is prl- 
marily responsible for furnishing antiitary Judgment on all aspects of the 
program and for: 

(a) Adviging the military staff of the country government on the Initiation 
and development of requests for ald, 

(6) Determiuing, ti accordance with polley and instructions, matérle) 
requirements, and subinittIng necessary Itemized Hsts of equipment to be [h- 
eluded fn the country grant ald program. 

(o) Directing and assisting in the preparation of requisitlons for United 
States militury matérict. 

(d) Recommending priorities of recelpt of equipment with!n the Imitattions 
of an approved program. 

(ec) Coordinating proposed milltary-end-item programs with the ECA Missfon 
to permit climinatlon of Items which can be obtained from other sources, and 
to serve as a basis for support by ECA of defense prograins. 

Cf) Participating, fn cooperation with ECA representatives, In the deretop- 
ment of programs for lndigenous production. 

(vy) Receiving United States military matériel and effecting transfer of tile to 
the reciplent government. 

(A) Advising and assisting the recipfent governinent in the receipt, Identit- 
cation, storage, mualatenance, warehousing, nud proper use of iniiltary sur 
ies and equipment furnished by the United States. 

(f} Maintatning supply records showing ¢he status of all approved inilitarys 
programs with respect, particnlarly, to items not yet requisitioned, (tems requil- 
sitloned but not shipped, Stems in Cransit, [tems recelved but not yet transferred, 
aud items transferred ¢o the reeipfent government and making required reports, 

(J) Initlating recommendations for the standardization of equipment, tratuing 
inethods and doctrines, and advising (nthe implementattoen thereof, 

(kK) Advising and assisting tn the development of approved training prograins, 
and establishing stich United States training detachments requested by the 
country government as ate approved by the Unlted States Government. This 
will include direction of temporary training personnel assigned in accordance with 
aphroved polleles and programe. 

(3) Observing and reporting on the end-use and maintenance of items of 
equiptaent furnished. Y 

(m) Reporting on program progress, status of training, the capacity of the 
hash arined forces to ulllize the equipment scheduled for shipment, and similar 
matters, 

In a number of countries, particularly Greece, Turkey, Formosa, the Philip- 
pines, and Thalland, the military assistance advisory group Includes a ficld 
training mleston with its personnel statloned with, and attached to, (rvop units 
of the host nation. In all other military assistance advisory groups, the tralning 
font: neg thot strated tn the deerlotion of the duties of the chlef of the tillitary 
assistance advisory group; performance of training—to the extent that It ts per- 
formed by United States personnel tn these countries—is by mobile training teas 
(composed almost entirely of military personnel) detached for temporary perlods 
to conduct specitle courses at facilities provided by the host nation, whoea extra 
expenses within a country are pald by the host country. The operations func 
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tlon embraces the whole fleld of prograin development, supply, and end-use 
check—Including the receipt of material, and assistance ta the reciptent country 
In ut!lizatlon, storage, and distribution of matérlet. With minor oxceptlons, 
clvilian personnel are primarily stenographe and clerical employees who are 
United States natlouala, A distribution of MAAG personnel complements cat. 
mated for 1052 MDAP operations ia provided on the altached tables, 


JAMAQ-MAPAG: 
Operations tecenvenseee sereesenee U 
Tominisiratiog 222200000000 1 


'& Navy, 2 Als Force carried fa Army section because on Army payrolis, 
on tine’? Als Force enlisted men crew for alroraft are Inctuded fn administration seotion figures for 
ry 4 
f 
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Alr Total 


er re ere 


Tralning..........-.-. seecnewe 
Aduilnistrathon........------ 


Tralnning.........-..-. ---6--- 
Aduiloistration....-....-....- 


Iran: 
Operstons ........... 2-2 e ee: 
"POMS: 5 eects se tesnccseese 
Administration... ...........-. 


Petals Wee Soe ee [ache dnedior [so 
TS 


Ort ; 
Operations ......-- sbeudaeseee 
Vralning 2... ..-...--.. eee ee 
Administration. ........--.-. 


tndochina: 
Operstlons — .---- 
Vealnimg .. ..--.0--. ee eee 
Administration. .......-.-.-4- 


Indonesla: 
Oywrathons -......-.--.-.----- 
Tealnlng 2.0.00. - cee eee 
Administration 


Mr. Ssurtit. I wish wo might have that, Mr. Chairman. [think when 
wo wore in Paris, wo wore informed in Paris alono there wore 3,400 
Americans engaged in all of tho activities, 

Chairman Rictawps. [ think the distinction ho mado thore was that 
that was tho administrative end of tho program, and not in tho field; 
is that right? 

Mr, Humeraine. That is right. ; : 

Mr, Reon. Would the gentleman yield? Would it bo feasible, Mr. 
Chairman, to have an over-all porsonne! breakdown which would 
include ECA and ISAC and MDADP, ete.t 


85T08—51-—— 89 .d 
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Chairman Ricitarns. I think so. I think we should havo it. I was 
under the impression we had most of that now. If we have not. got it, 
I will assure the gentleman we will get it. 

Mr. Rerce. Thon it would be all together? 

Chairman Riciarps. Yes; and it would show your particular field 
that you are talking about, Mr. Secretary. 

Mr, Hustersine. I will sce that is prepared and furnished to the 
committee. ITamsure Mr. Cabot has that. 

(The information referred to isas follows:) 
: Avousr 1, 1953, 
weriornduy for: Me. Albert Westphal, House Forelgn Affairs Committee 

staff, 

To accordance with our conyerantion of yesterday, Iam forwarding, herewlth, 
the data on MDAP employment [n the Department of State. TE understand you 
have already recelved Itke data from Defense and ECA and that taken together, 
theso data meet the request of the committee as made to Mr, Humetsine during 


hia testimony on Monday, July 30. 
I trust you will sce coples of these tables are made avaliable to Mr. Reese. 


J. E. Murrity, 
Comptrolter, International Sccurity Affairs. 


MDAP Anicrican Employment a3 at June 30, 1951 


United States: 
Progtatta directlon.--:2222.2.- 26. soe esee ces cscs eeedeh eet cee esses 8s 
Program: support ?...---2 5-2. en aoc e ae nce seer se ecs eee 119 
Total United States........--.-..--...-2---- oe eee eee 207 
Overseas: : 
Program direetlon..---- Nee mee wwe w eee e en tee ree mn econ rane cnn e en eteeese 107 
Program support *....--..-~ 22.2222. oe neon eee ee ee eee eee eee 140 
Total overeeas.- 2 22-2- soca scce seeks se Ste ee ee ck ce bn 217 
Grand totalo2so:.0.23.2.. ccs secec cob seee lentes cee eccsesc sees 434 


S Program support includes positions necessary to absorb the impact of the MIAP on 
alar cepa tienen’ opera lone Includes such personnel aa account clerka, clerk atenos, 
an 


coplcstan 
increased work loan Roneratca by the prog 
a t 


tam. 
ocations, the pe ment of State provides administzative support In 
° 


Madi defense elements in addition to State program 

Chairman Ricnarps. I know we have some. I wish you would sce 
if there is an over-all statement from Mr. Cabot on down through 
the operations of the pra that you are talking about, and the admin- 
istration of the ECA itself. : 

Ig there anything else, Mr. Smith? : 

r. Satttit. I noticed in a release last Friday or Saturtay by Mr. 
Foster that he is discussing changes also in administrative personnel. 
‘I was wondering what connection that had with the thing you are 
talking about, 

Mr, Humersine. That is within the framework of his own organi- 
zation. On this particular organizatiton he has a representative. He 
has one of the five members of the coordinating set-up. That would 
bo made up of the Defense representative, the State representative, 
as chairman, Mr. Cabot, and representatives of ECA, the Treasury, 
and Mr, Harriman’s offic. ssa Me 

Then this particular organization, this little coordinating organi- 
zation, 100 people work in effect, for this group within the frame- 
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work of the State Department, that is in the Office of International 
Security Affairs, 

Mr. Sairi, You said something a moment ago about somebody 
making mention of the fact that this whole proposition ought not to 
be considered from the standpoint of a popsicle business. 

Is there anybody down in your organization that really feels that 
Congress is really approaching this matter from that standpoint? 

Mr. Humessinr. I was not referring to Congress. 

Mr. Smiru. You wero reforring to zomebody, and from your re- 
marks I ain impressed that they had reference to Congress’ approach 
in this matter. j 

Mr. Hustrrsine. No, sir, Iam sorry if I gave that impression. 

Mr. Siru. That is all, Mr. Chairman. 

Chairman Riciaros. Mr, Carnahan. 

Mr, Cannauan. No questions. 

Chairman Ricuarps, Mr. Herter. 

Mr, Herter. Have I not exhausted my time by breaking in? 

Mr. Humelsine, I find myself a little embarrassed because both Mr. 
Cabot and Mr, Coolidge are close friends of mine and I have the 
greatest admiration for them, but I aim still very confused about this 
coordinating set-up. 

When the ECA set up a regional office in Paris as a coordinating 
set-up for the European scene it began with a very sinall office. To- 
day it is much the largest office in Europe, I think with some one- 
thousand-three-hundred-and-some-odd people in it. It is literally a 
coordinating oflice. While it had certain specialists in it that operated 
for the different missions, it nevertheless started as a coordinating 
office for Burope, and in effect became a second screening office for 
everything that was done by every European mission. ‘That would be 
screened again when it came to Washington. So you had three screen- 
ing processes. 

n order to do that, the OSR kept growing in numbers, and as the 
work tapered off it continued to stay at its full personnel. 

Here you have individuals with the best of intent wanting to hold 
down the personnel of this coordinating operation, which is also an 
operating organization. Tho fellow who controls the funds is tho 
operator, ‘Phere is no getting away from it. If he wants to put the 
heat on at any moment he can withhold funds and he, in effect, takes 
the major responsibility for the operntion under that process. 

When you are doing that, in order to keep yourself as well in- 
formed as all tho missions and all the coordinating agencies, the ten- 
dency always is to build, and build and build, and you never get awa 
from it when you officially set up a coordinating body of this kind. 

I have serious doubt as to whether it is good administration to do 
this, but I am impressed by your feeling that it is the logical way to 

at it. Tocan understand it would be entirely tho logical way to 
goat it if the State Department were taking primary responsibility for 
operating all the way, but operation and coordination are two entirely 
different things. 
A bi UROAINE: That is right, and we try to keep those two things 

istinet, 

_ Mr, Herter. The fellow who controls the money sooner or Inter gets 
into the operation, and you cannot help it. 
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Mr, Humezaine. Ido not think history bears you out on that because 
we have controlled the moncy as far as the MDAP is concerned. We 
do not have a great, big organization there built up. We have kept 
it small. The operation has been done by the military in that field, 
and I think you have a splendid object lesson there to look at. 

Yet, that has been going on for 2 years. 

Mr. Herter. Yet, Mr. Humelsine, the military testified on Friday 
that the whole operation would be simplified and speeded up tremen- 
dously if they had a direct line of responsibility. 

fr. Humrraine. It would be speeded up as far as their business is 
concerned. I admit if you give the money directly to the military, in- 
sofar as their particular phase of it is concerned, looking at it from tho 
inilitary standpoint, surely it is going to be speeded a 

If you give money directly to anyone, it is going to be gotten rid of 
sooner in order probably to get the tanks, guns, and that sort of thing. 
penerers there is more to this particular program than that one facet 
of it. 

We want these things to be pooled together, so that we get our total 
United States objective out of it. We cdo not want one fellow running 
clown one road and one fellow running down another road and another 
fellow running gown a third road. 

Mrs. Keriy. Will the gentleman yield? 

Mr. Herter. Yes. 

Mrs. Kruzy. Did I understand you to say that ISAC had full eon- 
trol of MDAL? 

Mr. Humetsine. That is right. 

ia Kexiy. L thought ISAC only came into being about £ months 
ago > 

oNtr, Humersixe. ISAC came into being about 4 months ayo, but it 
is the successor agency to MDAP. MDAP was limited to the military. 

Now, actually, in getting ready for this presentation and in pre- 
paring this program to submit to the Congress, the ISAC organiza- 
tion was created, but it still includes the MDAP going concern. 

Chairman Ricnarns. Are you through, Mr. Herter? 

Mr, Herter. Yes, Thank you. 

- Chairman Riciarns. Mr. Ribicoff. 

Mr. Ristcorr. No questions. 

- Chairman Ricuarps. Mr. Reece. 

Mr. Reece. I do not have any questions, Mr. Chairman, but just 
a further comment with reference to the personnel breakdown. It 
would seem to me it would be helpful if that could be broken down so 
as to show the number of personnel in each one of these phases of tho 
operation, so that when a person looks at it he gets a pretty good pic- 
ture of what is being rea eta to carry on each phase of the operation. 

Mr. Humecsine. I think I understand what you are driving at, and 
I will be glad to get that drawn up. If tho chairman would permit, 
I would like to show it to you first in the draft form to see if we have 
what you are aiming at. : = %. 

Mr. Reece. Mr. Chairman, in some meeting of Congressmen I was 
attending, someone made the suggestion about the overlapping of re- 
sponsibility or operations of the ECA and the Voice of America in 

urope, saying that the ECA is exercising a good deal of responsibility 
in that field. 

! 
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T am not sufficiently well advised to know what they were talking 
about, but they spoke as if wo had two pretty well-established voices 
there. One reached back to the ECA for its responsibility, and the 
other to the State Department. 

Chairman Ricirarns. You will get those? 

Mr. Husrersine. Yes, sir. 

(The information requested is as follows :) 


USIE Revationsiip to ECA 


In the flctd of overseas information, the ECA and the State Department per- 
form different and distinct Jobs, Although the ECA uses many of the saine tech- 
niques and media as the USIE, the division of labor between the two agencies [9 
carefully worked ont to avold overlapping. 

The principal distinction fs this: ECA supports and defends tts program in 
countries in which it operates and it reports on its activitles to the United 
States. The State Department handles the rest of the United States information 

TORTIUNt, 
‘i In oriler to Insure effective teamwork and to avert duplication, there are regu- 
lar weekly conferences between the USIE officers and the ECA fnformation 
officers In all the Marshall-plan countries. ; 

The Department of State and ECA-Washington maintain continued close con- 
fact. As our economle and milltary ald programms change thelr scope and ditec- 
tion, changes will be made in our inforinatlon progrums to keep them jn step 
and prevent the growth of duplicatten. 

Chairman Rictarps, Mr. Hays. 

Mr. Hays, No questions. 

Chairman Rictsarps. Mrs. Kelly. 

Mrs. Kety. I have just. one question. 

Is it a requirement for all personnel overseas to be American 
citizens? 

Mr. Humessine. No, ma’am. We employ overseas a certain num- 
ber of alien employces as support for some of these particular pro- 

grams, ‘There is a requirement that any officer of any responsibility 

an American, and anyone who has access to any classified infor- 
mation has to be an American. We do have certain clerical people 
and custodial people, chauffeurs, and individuals such as that, who 
are aliens, 

One of the main reasons we do that is from an economy standpoint, 
because it costs one-fifth as much to hire an alien as an American 
citizen when you take into account the salaries and the movement 
of families back and forth, and all the costs incident to keeping an 

merican overseas. . 

Mrs. Ketry, All administrative positions are held by American 
citizens? 

Mr, Hunersine. That is correct. 

Mrs, Kerzy. That is alt, Mr. Chairman. , 

Chairman Ricuarps, Mr. Lanham. 

Mr, Lanias. No questions. 

Chairman Rienanns, Are there any other questions? 

Mr. Lanna. I might ask if these aliens are checked for loyalty ? 

Mr. Hustersine. Yes, sir. We check them for security. 

Mr. Lansas, I mean security. 

Mr. Husrtatne. Yes, sir. For security, but not for loyalty. 

Mr, Lannam. I meant security. I need the wrong word. 

Mr. Furton. Could I have one question, Mr. Chairman? 

Chairman Ricitarps. Yes. 
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Mr. Furton. Under section 16 of the Displaced Persons Act of fast 
year, there was an authorization for countries that were overpopu- 
ated, for the transfer and emigration of their citizens to under- 
populated areas of the world. Has there been any organization set 
up under the ECA Act by way of personnel to implement that section ? 

Mr. Husensine. You will have to ask the ECA people on that. 

Mr. Annan. What was the question ? 

Mr. Furron. AWill you read the question? 

(Whereupon the question by Mr. Fulton was read by the reporter.) 

Mr. Aunan. I know we have some people in ECA in Washington 
who are actively concerned with that problem, but I do not think 

there has been a separate organization set up. 

Mr. Fuiron, Could you pet that for ust? 

Mr. Hustrasine. I know quite a little of that. We havea aoe 
Assistant to the Secretary in the Department of State, a Mr. Robert 
West, who is Special Assistant for Migration Problems. His office 
consists of himself and a secretary. As I understand it, he is working 
on that field with Government agencies to try to implement that very 
pequinenent laid down that you mentioned. 

can get from him, I think, the type of information you are seeking. 

Mr. Fuerox. Would you please have him submit a statement to 
us for the record?) I ask unanimous consent to put in the record at 
this point that statement as to the implementation of that section. 

Chairman Riciarvs. Without objection, that statement will be 
forthcoming, you say, Mr. Secretary, and will be placed in the record 


at the point indicated. : 
(The information submitted by the Department of State is as 


follows :) i 


The Department has been aware of the Intent of the Congress to facilitate 
ihe movement of surplus manpower from Furope, including persons of German 
ethnic origin, as expressed In sectlon 115 (e) of the ECA Act of 1548, as amended; 
section 16 of the Displaced Persons Act of 1948, as amended; paragraph 6, 
page 87, of the report of a speclal subcommittee of the Committee on the Judiclary, 
House of Representatives, No. 1841, Eighty-first Congress, second session; and 
the statement made on the floor of the House by Congressman Walter, on June 
22, 1951, in connection with the extension of the Displaced Persons Act, as 
amended (Congressional Record, &2d Cong., vo!. 87, pp. 7149-7150). 

Acting to carry out the intent of the Congress to increase the movement of 
surplus manpower from Europe, the Department has held a number of informal 
consultations with other governments and with {international organizations 
on thia sobject and in this connection has given spectal-attention to developing 
ways and means of continuing the operation of approximately 12 ships already 
recohverted for this type of movenient, which the Internatlonal Refugee Organiza- 
tion will relinquish for other services upon its termination befote December 31, 
1951. A plan of operation has emerged from these conferences involving the 
continuing use of these ships under other auspices than the IRO In the service 
of moving surplus manpower from Europe. This plan envisages, io the first 
Instance, the calling of a conference of approximately 20 governments at the 
earliest possible date, at which time the plan may be submitted for amend- 
Ment aod epproval of these governments. The 20 governments would represent 
countries of emigration, Immigration, and certain other countries which have 
4n tnterest In reducing the pressures of surplua manpower in Europe. - 

The plan envisages the establishment of a provisional arrangement among 
these governments, under which the IRO ships will be taken over, as relin- 
quished, for the movement of surplus manpower from Europe which would not 
otherwise be moréd by present unilateral and dilgteral arrangements, Estimates 
hased on accumulated experience stiggest that 100,000 additional persons could 
Le mored In a full year of operations at a cost of approximately $30,000,000, corer- 
ing all administrative, processing, and ocean transport expenditures. Of these 
Costs, $10,000,000 might come from ECA funds, although the ECA has not taken 
/ 
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this Into account In Sts present request to the Congress tor funds; $10,000,000 
from funds of countries of emigration In Europe; and $10,000,000 from fmmlgrant 
receiving and other countries concerned with the pressures of population fn 


rope. 

In the tight of the expressed Interest ¢f other governments fn the plan, there 
is reason to belleve that $20,000,000 of the total funds required for a full year’s 
operation will become available from these governments. 

Acceptance of this plan involves a commitment to participate for 1 year by 
the concerned governinents, Includiug the United States, in this provisional 
nrrangement. It fg recognized that the maintenance of these shipping facilities 
in operation will only partly resolve the problem of emigration of the substantial 
Europe and who desire resettlement opportunitles overseas. Feasible plans for 
the resettlement of Jarger numbers will be presented to the Congress as they 
develop. It would svem wasteful and uneconomical to permit these shipping 
facliities to be disbanded at a time when plans for the movement of larger num- 
bers may emerge. Any commitment of United States participation beyond 1 year 
in a further migration program, however, will be a matter of later presentation 
to the Congress. The Departinent of State is prepared to proceed with this plan 
to afford facilities to move an additional 100,000 persons provided ECA funds 
Jn the amount of $10,000,000 are assured for this purpose. 


Mr. Furton, Under the ECA Act, as we passed it, there was a 
section which provided for the discovery of the assets of aliens of the 
ECA countries in this country and tho possible application of those 
assets toward the program. There was some feeling that various 
nationals of certain ECA countries, I believe, and also Greece and 
Turkey, were not sharing the tax burden or the other burdens that 
ehould Pe shared within each country. This is the problem of flight 
capital. 
ould you tell us what the organization is rome on implementing 

that section and what are the results, if any, to date 

Mr. Husrersine. On that, again, I am not familiar intimately with 
the organization of the ECA, 

Mr, Atay. I will see that there is an answer on that. 

Mr. Fuuron. I ask unanimous consent to put that report in the 
record on the progress made on that phase. 

Chairman Riciarps. Without objection, that will be done. 

(The information requested is as follows :) 


Uri ctzaTion oF ALIEN ASSETS IN CONNECTION WITH FOREIGN-ASSISTANCE PROORAM 


The question has been raised as to what type of organization ECA has estab- 
lished to agsist the participating countries in locating, identifying, and putting 
Into appropriate use foreign assets and earnings therefrom located in the United 
States. The question has also been raised as to how successful participating 
countries have been fn mobilizing these assets. 

ECA legislation does not require the agency to establish an administrative staff 
for the purpose of assisting countries recelving ECA aid in mobilizing the gold 
and dollar assets of their nationals. However, the United States Government 
has taken steps to assist such mobilizatlon. These steps were taken by the 
Foreign Funds Control Diviston of the Treasury Department in connection with 
ite program of unblocking assets which were blocked during the war. The pro- 
gram [nvolved three principal elements: 

1. Public notice was given that at the end of the specified period assets not 
certified by the foreign governments are free from enemy taint would be trans- 
ferred to the jurisdiction of the United States Alien Property Custodian. 

2. Accounts containing amounts of property, less than $5,000, were unblocked 

- unless a known amount of enemy interests existed. 

8. A new census of assets in the United States held by forelgn nationals was 
taken and the information gained was made available to the governments of the 
countries receiving United State ald. aes 
__ It has been argued that the particlpating countries should pay for a part of 
the atd program by utilizing thefr gold and dollar assets in the United States by 
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Hquidating the American Investinents of thelr own citizens. In this way It has 
also been asserted that the liquidation of these assets would constitute a means 
of relief to the American taxpayer. The ECA consulted on this matter with the 
Nattonal Attvlsory Councll on International Monetary and Financial Problems, 
The conclusion was reached that it would be unwise for the United States to force 
the European countries to liquidate their gold and dollar balances In order to 
finance their dollar costs. This dissipation of gold and dollar balances would add 
element of instability to the monetary systems of these countries. Moreover, 
Investments {n the United States earn an Income which can be used to defray 
pert of the cost of European requirements during the life of the program Ind 

n subsequent years. To force the liquidation of invested assets would weaken 
the balance-of-payments positions of the participating countries in the future. 
Accordingly {t was concluded that liquidation of dollar assets should not be a 
condition to ald under the European recovery program, but that assistance should 
be given to the participating countries in obtaining cuntrol of these assets along 
the IInes indicated above. 

Participating countries have taken steps to mobilize assets, additional to 
the sters taken by the United States. The sectlons following will describe 
briefly the various measures taken by the participating countries. 

The Austelan Government has required that all foreign assets of its citizens 
be registered with the Austrian Nattonal Bank, and that all earnings therefrom 
be sold to the natloral bank. Further Information on Austrian foreign assets 
was made available to the Austrian Governinent by the United States Alien 
Property Custodian. 

Belgium has sought to integrate the problem of repatriating forelgn assets 
with Its general economic policy of free enterprise, Hy restricting internal 
credit, the Belgian authorities have induced private holders of foreign assets 
to repatriate them tn substantial amounts, particularly In the early years after 
the war. This was done without Introducing direct controls or surrender re- 
alee es There are no plans to introduce stich controls or requirements at 
present. 

Danish laws require that all dollar assets held by Danes must be declared 
and, except for certain asseta, Ilke stocks and bonds, must be repatriated. In 
case of stocks and bonds, regulations do not require that these be sold, but do 
require that Interest on them must be returned to Denmark. 

The French Government has taken measures both to stimulate voluntary 
repatriation of French capital abroad, and also mensures to force such repatria- 
tlon. These measures, together with the actions of the United States Treasury, 
referred to above, have resulted In substantial repatriation of French capital. 
According to figures {ssued by the French Government during the period Feb- 
ruary 1-20, 1848, $112 million of French dollar assets were repatriated, of which 
$58 miillon were in Swiss dosster. As of Jone 1, 1948, a census of assets In 
the United States belonging to French nationals. indicated holdings totaling 
about $59 million. 

There are no German natlonal assets in the United States. Such assets were 
sequestered by the United States at the beginning of World War Hi, and no 
foreign Investment of any consequence has been permitted Germany in the 
postwar perlod. . 

Under legislation of January 1049 all Greek nationals, not permanently regis- 
tered abroad, were required to declare all assets held in the United States. 
Tadividual holdings, {n excess of $10,000 per person, were required to be re- 
ported. In February 1950, legislation required that 20 perant of such assets 
be transferred and utilized in Greece for the repatriation of the economy. No 
comprehensive information is presently available on Greek dollar assets. Ac- 
cording to the July 1951 Issue of International Financtal Statistics published by 
the IMF, dollar exchange in the United States banks owned by Greek businesses 
and individuals totaled $6.5 million as of May 81, 1951. 

The Icelandic Government has indicated that {t does not have Information 
on assets held by {ts nationals fn this country. .Such assets are believed to be 
exceedingly small, 

Italian assets {n the United Staies ara 3udJect to stringent controls exercised 
by the Itallan Government over all foreign exchange assets. Italian nationals 
are prohibited from holdiog Italian assets in this gountry except for the purpose 
‘af enabling business ceacerns to maintaln adequate working balances and except 
for the so-called 50-p- rcent accounts, §. e. 50 percent of forelgn-exchange earnings 
retained by exporters to retain 50 percent of their receipts {n dollara. Holdings 
in these accounts mn main normally at about $10 million. All Itallan long- and 
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short-term assets in the United States are the property of the Itallan Govern- 
ment With the exceptions noted above. The earnings derived from such assets 
revert to the Itallan Government, 

The Netherlands Government has taken severe measures to acguire control of 
the dollar assets of [ts private citizens. Dollar balances with United States 
banks were taken over by the Government in exchange for guilders, except for 
such dolhir assets as were required for working needs, Dollar secutitles must 
be registered with the Goverament, in this this connection, the assistance of the 
United States Government referred to above was of great help to the Netherlands 
Government in uncovering such securities. It is retiably estimated that some 
$155 anillion in dollar assets have been Hquidated by the Netherlands in the 
postwar perlod. 

Norway has very stringent control over the use of foreign currencies. In 
14S the Norweglan Embassy utilized all sources avatlable to it for locating 
the payment accounts belonging to Norwegian citizens and companies {n the 
United States. Inheritances to Norweglan citizens from the United States 
must be paid to the Embassy In dollars, and the Norwelgiin Government In turo 
disburses the Norwegtan kroner equivalent. All countries are required to file 
a report on thelr dollar earnings. 

Turkish nationals do not hold fmportant amounts of foreign capital. But 
Turkey has taken several steps lately to tighten up control on export proceeds 
to prevent circumvention of exchange control, and the illegal accumulation 
of exchange assets, 

Wartime exchange contro) regulations in the United Kingdom anthorized 
treasury to regulate all foreign exchange transactlons, and the Government 
was given the power to requisitlon forelgn securities in exchange for sterling. 
During the war period very large almwounts of such assets were liquidated in 
order to finance war costs. The Exchange Control Act of 1047 provided a 
permanent legislative basis for control of foreign-exchange transactions, but 
did not renew the power on the part of the Governinent to requisition foreign 
assets. However, at the present tline all residents of the United Kingdom are 
obliged to surrender to an authorized dealer all receipts of dollars derived from 
foreign assets held abroad, ip return for which they receive sterling. 


Mr. Fuiron. Could I make one further explanation on my first 
previous question ? 

I refer specifically to the Walter amendment to the ECA bill on 
the immigration problems of overpopulated States. : . 

Chairman Ricitarps. Thank you very much, Mr. Humelsine. It is 
good to have you with us again. 

Mr. Husseisine. Thank you, Mr. Chairman. 

Chairman Ricrarps, The next witness is Mr. Casper W. Ooms, con- 
sultant to the Secretary of Defense on patent matters, 

ae Ooms, you have a prepared statement you wish tc make, do you 
not 


STATEMENT OF CASPER W. 00MS, CONSULTANT TO THE SECRETARY 
OF DEFENSE ON PATENT MATTERS (PATENTS) 


Mr. Ooss. I have, Mr. Chairman, and I can hand it in, however, if 
the committee finds it most useful to have that done. 

Chairman Riciarps, It is a very short statement. Suppose you go 
ahead and make that statement and see if there are any questions, 

Mr, Oosss. I shall do that, Mr. Chairman. I shall not object to 
any questions that arise even while I am reading the statement. It 
will not interfere at all.: 

Mr. Chairman and ladies and gentlemen of the ents my name 
is Casper W. Ooms. I am an attorney with offices in Chicago, where I 
have specialized in patent law for more than 20 years. From 1045 to 
1947 I served as United States Commissioner of Patents. Since that 
time I have contributed my services on a part-time basis as Chairman 
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of the Patents Compensation Board of the United States Atomic 

nergy Commission, as a member of its Patent Advisory Panel, and 
as patent consultant to various Government departments and offices. 
I appear here asa consultant to the Office of the Secretary of Defense 
to render what help I can in respect to section 509.of the mutual secu- 
ay bill (S. 1762). : 

he inclusion of section 509 in this bill was intended to accomplish 
several things to improve the efficiency of this program. 

1, In the first place, the section would make unmistakable that the 
use of patented inventions in the advancement of the purposes of the 
act would be used “by or for the United States” and placed upon the 
same basis that has been established since 1910 for patented inventions 
used by or for the United States. Legislation has for more than 40 
years provided that the usual remedies, particularly the injunction, of 

atent owners shall not be available where the invention is used by or 
or the Government. 

The purpose of this legislation has been to prevent the interference 
with manufacturers of military equipment by injunction, and to pre- 
vent numerous suits in scattered places against subcontractors and 
others who zoey participate in the manufacture of equipment for the 
Government. e patent owner retains his full right to damages for 
any infringement that may occur, but must prosecute his suit directly 
against the United States in the Court of Claims. Since the United 
States Government, would be ultimately liable anyway, no new burden 
is placed on the Treasury by this proposal. 

n view of the fact that the bill before you provides for assistance 
to other nations, which may involve procurement directly by them 
or for them, using United States Government funds, the question 
immediately arises whether such procurement and the manufacture 
pursuant thereto, is subject to the normal eli remedies or is subject 
to the special provisions which have lon, n effective with res to 
manufacture which can be more directly identified with the United 
States. This section eliminates any such question and merely classifies 
the activities which this legislation contemplates with manufacture by 
or for the United States. It involves no change in the patent law 

‘and no novel procedure.. . 

2. The second effect of this section would be to proup with patented 

inventions special types of information, secretly kept, such as secret 
"processes designs, and know-how employed in this program. I am 

Iking about trade secrécy in this connection, not secrecy for reasons 
of national security. The former type of secret information has 
always been protected at common law in this country, both by injunc- 
tion and damages, and section 509 recognizes this, but remits the 
owner of such information to the single remedy of a suit directly 
tigainst the United States in the Court of Claims, - 

It-is to be observed that the type of information for which this 
remedy is | provided is carefull ape fied by section 509 (a) (ii) as— 

's 1. “peculiarly within the knowledge of its owner”; 

2. “not available to the public”; and 
1 4.8. subject ‘to ‘protection as property under recognized 
: nee) tira : rr om . , : 
This definition should insure that any disclosure which might have 
to be paid for ander this section will be oné upon which there would 
be an 'Uriquestionable right-to recover at ay ee 
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Further, if the Government or any of its agencies has independently 
arrived at the information before any disclosure thereof was made to 
the United States by any claimant under this section, that would 
constitute a complete defense to such claim. That would meet the 
situation, which not infrequently arises in the development of weapons 
that designs are made or processes developed by our own services and 
agencies which are not put into immediate use or published, but filed 
away. Subsequently the need for employment of this information 
arises and it is put into use. Meanwhile, the same information may 
have been independently arrived at by an individual who submits it to 
the Government. 

Regardless of the value of the information, obviously the Govern- 
ment should not be required to purchase what it had previously 
acquired by its own efforts and expense. : 

‘his principle has been written into section 509, bgeinning at line 
12 on page 15 of S. 1762 through line 3 on page 16. 

I am informed that sone apprehension is felt outside the Govern- 
ment over the possible ramifizations of putting this language into the 
law. Since it is intended only to state existing principles as to 
defenses in suits of this type, it can be deleted without harm. 

Section 509 involves nv legal novelties. It should encourage the 
submission of information of this special character, as it is one of 
the few statutory expressions to give it recognition. In addition, it 
will enable the Armed Services, which are now in possession of 
information procured in various ways during the enormous procure- 
ment program of World War II, to employ that information in 
furtherance of this assistance prograin with assurance that any owner 
of it is protected in any pps he may have in the information. 

The other provisions of the section areconventional. ‘They expressly 
authorize Government departments and agencies to settle or compro- 
mise any claim made under the section, and they contain the usual 
provision against claims by Government employees arising from the 
use of inventions or information developed by Government employees. 
The latter ig based entirely on existing law; i. ., section 68 of title 35 
of the cade. 

In brief, this section creates no new liabilities, but does clarify a 
few questions that might embarrass the procurement under this legis- 
lation. Actually, the problem to which the section is addressed is a 
simple one which should raise no substantial obstacles, but it is one 
of those aa Wr difficulties which raise questions in the minds of 
contractors and the procurement services and thus create a problem. 
This section should answer those questions and eliminate the problem. 
For this reason, I believe it should be incorporated into the act. 

I should like to add that this proposal has been ciscussed from time 
to time with a group of lawyers representing private industry who 
have been asked to give their advice in this field. They were selected 
on the advice of the Department of Commerce through the medium 
of various well-known trade associations. It was they who urged the 
omission on pege 15 that I have already endorsed. 

I believe it is accurate to state that, with their help, we have elimi- 
nated from this proposal anything that would be opposed by private 
industry. It must be borne in mind that one of the two chief purposes 
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of this proposed section is to assure private owners of inventions and 
know-how of their just compensation. The other purpose, of course, 
is to further the Mutual Defense Program. ; 

I might say, since I prepared this statement last week it occurred 
to me that the problem of a statute of limitations from the time when 
these claims may be submitted has been raised. The usual statute of 
Hmitations in patent matters is 6 years. For private litigation, that 
is quite generous'and completely adequate. However, in view of the 
provisions which are common in Federal legislation that the claims 
may be administratively determined, and because of the fact that 
frequently that consumes a great deal of time, it has been propor in 
the code which is now pending under the general revision of the Patent 
Act that the statute of limitations shall be tolled from the time such 
a claim is administratively presented and answered by the Government. 

In other words, the citizen who has the claim should not be penalized 
by the fact that the claim may take a year or two in processing in one 
of the Government departments. 

Accordingly, with the approval of the various services who have 
been consulted about this act, I have a brief amendment. which I am 
suggesting to care for that. 

Mr. Forron. Could you restate that again as to when the statute is 
tolled, specifying the exact time period? 

Mr. Ooms. It would be from the time that the claim is first present- 
ed to one of the Government bureaus, ; 

Mr. Fotton. Formally? 

Mr. Ooms. By a letter. That is considered formal for the presenta- 
tion of any of these claims. When that first claim is passed upon by 
the particular bureau. In other words, we want to protect the man 
a tiny the delays that are natural in the bureau handling of claims 
of this type. We do not want to give him the opportunity of present- 
ing the claim first to the Defense Department and getting it turned 
down there in a matter of months, and then going to the Atomic 
Energy Commission and a ng anol hee few months, and then going 
somewhere else and Ph EA the process and filing the same claim 
repeatedly, and adding in the 6 years provided by statute he has 
ultimately some 10 years. That is one of the exigencies that the 
language is designed to protect against. 

The presentation of the claim and the time of intervention between 
its first presentation and its first disposition which will be taken are 
added to the 6 years, and that alone will toll the statute. Have I 
made it clear? 

Mr. Fuuron. Yes, but I wonder if it is compounding confusion by 
having these people make the claim to a number of departments. 
While a claimant is held up by those departments probably for a 
ray good reason, that the United States is so busy on defense orders 
and we cannot take care of those things, the claimant’s time runs 
out. I mean, will this not fool the average citizen ? 

Mr. Ooms. The thought is that he will present the claim to the 
service which is most directly involved. 

Mr. Rretcorr. My prone oligo is just the opposite. This tacks 
it on and gives him extra time, and does not take it away. 

Mr. Furton. Yes, we know the extra time is given to the claimant, 
by extending the statutory times. The point I am making is this: 
/ 
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The claimant is probably cent: with the Atomic Energy Com- 
mission, the Defense Department, the Army, the Navy, and maybe the 
Air Force. 

Mr. Ooms. Normally not. : ; 

Mr. Fuvron. But the claimant could be under this system. Then 
he is refused in one department, but he still is being carried on by 
the others possibly without any decision. j aa 

Mr. Rrercorr. No. What I understand Mr. Ooms is saying is that 
the man had a 6-year statute of limitation. He files a claim with the 
Army, and then no action is taken for a year. That is then tacked on. 
That is not deducted away from the 6 years. 

Is that right? 

Mr. Oosrs. It is tacked on. ; 

Mr. Futon. Yes; of course, that is not the question. 

Mr. Ristcorr. It is extra time that he has. 

Mr. Ooss. Yes. ; ; 

Chairman Ricwarps. One man to a witness, please. We will pro- 
ceed under the 5-minute rule here. I will start at that end of the 
table. 

Mrs. Kelly. 

Mrs. Ketty. I have no questions. 

Chairman Riciarps. Mr. Reece. 

Mr. Reece. The elimination of this language you suggest on page 3 
of your statement would not impede the defense effort in any way, 
would it? 

Mr. Ooms. I think not. It was merely an expression of a recog- 
nized defense at Jaw. There may be a few cases that are not in com- 
plete agreement with the majority of the decisions, but I am con- 
vinced that the expression of the defense in the statute was merely 
the recognition of an established and widely accepted legal principle; 
so, it will not be impaired by deletion of the provision. 

. I might add, I have a copy of the statute here marked up to follow 
the suggestions I have made in my testimony. 

Chairman Ricwarps. Is that all, Mr. Reece? 

Mr. Reece. Yes. 

Chairman Ricuarps. Mr. Hays. 

Mr. Hays. No questions. 

Chairman Ricnarps. Mr. Herter. 

Mr. Herter. Mr, Ooms, how would these suggested: amendments 
affect a situation of this kind that we ran across when we were over- 
seas? We found that the NATO there was trying very hard to get 
some 155 millimeter howitzers built in both France and Italy. The 
ran into a situation where they found there were some 1,500 dif- 
ferent patents that had been taken out on different parts of that gun 
as manufactured here, and were unable to get a clearance there so as to 
allow the foreign manufacturer to start in and get the blueprints and 
go ahead in making those standard guns. 

Would this language of yours simplify this situation? 

Mr. Ooats. I think it would, and I think that is just a typical situ- 
ation to which this provision is addressed. 

Mr. Herter. Is that the kind of situation this is meant to cover, as 
well as any other? 
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Mr, Ooms. Exactly. ‘That is very frequently encomered. You 
do not want to put the small manufacturer, who may be a subcontractor 
down at the end of the line, to the burden of determining whether he 
can truly go ahead on behalf of the United States. So what you do 
is concentrate all of the non in the United States and require 
a single suit to be brought against the United States by the owner of 
any of these patents. 

Mr. Heater, Aksuming these guns are being made on designs fur- 
nished by the United States ton foreizn government for its own ac- 
count, then what pappens to the holder of the patent rights? 

Mr. Oosts. Tho holder of the patent rights, unless ho had forsign 
patents corresponding to those in the United States, could do nothing 
about it. That is, there are no rights. ‘Tho right of the patent ex- 
tends only to the borders of our own sovereignty. Unless there were 
comparable foreign patents, if all the manufacture were done abroad, 
there would be no patent liability whatsoever. 

Mr. Herren. Even though the particular design which was patented 
in this country had heen given by our Government to another govern- 
ment to operate ont 

Mr. Oosa, It would make no difference as far as patent liability 
is concerned. Once the patent is published in the United States and 
there are no corresponding foreign patents, that invention may be 
made anywhere in the world, because the publication of that patent 
is a book that is circulated throughout the world, and anybody who 
wants to follow its teachings may do so, and there is no liability. 

If the Italian and French manufacturers performed all the work 
in their own country and there were no corresponding French and 
Italian patents, there woid be no problem at all. But there fre- 
quently are corresponding foreign patents and they raise the problem. 

If that were procurement for the United States and there were a 
United States patent and any part of the work was done here which 
ran into one of the 1,500 patents—although that figure may be a little 


high—— 

Str. Herter, It sounds a little excessive. 

Mr. Ooms (continuing). The suit would have to be brought here in 
Washington in the Court of Claims against the United States and the 
work would proceed without any interference. 

Chairman Ricitaros, Are you through, Mr. Herter? 

Mr. Henrer. Yes. ; 

Chairman Ricnarps, Mr. Ribicoff. 

Mr. Rratoorr. I have no questions. 

Chairman Riocwarps. Mr. Fulton. 

Mr. Foxton. I do not want.to give the impression that anyone at 
the table believes that tolling the statute cuts down the 6-year period. 
It does not. It adds to it. However, the question is, if the claim is 
to be made to one Government department, and then on the date of 
the decision by that department the statute is tolled and begins to run 
again from the time of the decision, might not the average person be 
confused if he is still being held up by other departments without 
. their having made a decision? 

I wonder, as a result, if in the statute we should not be definite 
aud have some set-up specifically designating where all claims aro 
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to be made, and where all of this time element is ¢o be worked out. 
You see what Eimean, do you not ¢ ; 

Mr. Ousts. Isee what youmean. May Linake these few supgestions 
that arise out of a Httle familiarity with the program in the field? 
Usually the man who makes the claim gets to the right department 
immediately. ‘Tho bicycling efforts between departments oceurs usu- 
ally on the part of the man who does not have a real claim, and it is 
nota bona fide claim. He thinks he has, but he does not have one. — He 
mistakenly goes about. But when the claim is presented to one of the 
services there is usually consultation to determine just’ where the 
claim should be presented, and the man is told quite promptly that he 
has made his chun to the wrong departinent, . 

Now, Captain Robillard is here from tho defense services, ant he 
has had a great deal of experience with this procurement, and he 
can po into tat further with you, Mr. Fulton, 

However, L think that the 6 years, plus the time for handling the 
first claim, will meet every practical situation which I can think of. 

Mr. Furron, Could [hear your amendment which you propose to 
meet the particular problem? 

Mr. Oosts. Yes. 1 would be happy to read that, Tam going to 
leave the copy, if T may, and ask that it be incorporated here: The 
amendment would rent as follows—it would be section 509 (e), and 
it would read as follows: 

Except as otherwise provided by law, no recovery shall he had for any In- 
fringement of a patent committed more than 6 yeara prior to the fillng of the 
complaint or counterclaim for infringement In the actlon, except that the perlod 
between the date of recelpt by the Government of a written claim under sub- 
section (c) above for compensation for fatringement of a patent and the date 
of mailing by the Government of a notice to the claimant that his claim has been 
dented shall not be counted as part of the 0 years untess sult is brought before 
the lnst-mentioned date. 

Mr. Funron. May [comment on that? Why do you state it as the 
dato of the receipt by the Government of a written claim? Why is it 
the receipt of the claim by the Government rathor than the time of post- 
ing ora registered mail notice? 

Mr. Ooms. I think the proving of the receipt by the Government 
records is a much more reliable method of doing it. 

Mr. Furtox. With whom have you cleared this particular section 
09? Have you cleared it with Westinghouse Electric, United States 
Steol, Jones & Laughlin, Koopers Co., and others involved? 

Mr. Oosss. I would like to submit for the record, if I may, Mr. 
Chairman, the list of the industry people who have been consulted, 
They have been consulted on 509 (6) also. 

Mr. Furton. I will ask unanimous consent to put that list ih the 


record. 
Mr. Gorpon (presiding). Without objection, it will be placed in 
tho record, 


(Tho list referred to is a follows :) 
ADVISORY COMMITIEE OX PRODUCTION INFORMATION 


At the suggestion of the Department of State, the Department of Commerce 
invited resentallves of a number of well-known nssocfatlons and manufac- 
turers In Industry to participate fin discussions on the question of patents and 
{information arising in the Mutual Defense Arsistance Program, As a result, 
the Individuats named on the attached Ilst have participated !n this Committee. 
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Adrcisory Commitice on Production Information 


Membership fn other patent 
Member Representing— | associations ' 


Mr. George C. Arvedson, Automobile Mana- | Automobile Man- | American Patent Law Assoctia- 
factarers Association, 320 New Center Bkig., | ufscturers. As-| thon, section of American patent, 
Detroit, Mich. sociation. trademark, and copyright law of 

the American Bar Association. 

Mr. ¥F. J. Monsanto Chemical Co., 918 | Chemical indus- 

we} eee bE tenton “Unites eaiscertan & Engin " 

' de . eerin 
Foundry Co., 48 Duquesne Way, Pittsburgh, siuement ire 
J. M. Hadkey, Bendix-Aviation Corp., 1333 | National Securit 

MrT UNW. Washington, DvG. Industrial Ay 

Mr. Martin E. Hogan, Jr, Glenn L. Martin] Aeronautical | American Patent Law Association, 
Co. equipment in- section of 


, the Gienn L. Martin Co., Baltimore 3, American patent, 

Md. dustry. trademark and copyright law of 

the American Bar Association. 

Mr. Edward D. Phinney, International Tele- | Nationel Fore American Patent Law Associstion. 
a & Tebceph Corp., 67 Brosd Street, Trade C 1. 

ew York, N.Y. 

Mr. B. E. Shackelford, Radio Corp. of America, | Electronics and 
90 Rockefeller Plaza, New York 20, N.Y. electronic equip- 


roent industry. 
Mr, F. Gerald Toye, General Electric Corp., | National Rewoas: Qi vice president, American Pat- 
Munsey Blig., Washington 4, D. C. thon of Manu. < Law Association, section of 


facturers. mnerican pera trade-mark, 
and copyright law of the Ameri- 
ean Bar Association. 


Mr. Sstiri. There is nothing secret about it, is there? 

Mr. Oosts, Oh, no. There is nothing secret about it. They were 
selected by various associations, such as the National Association of 
Manufacturers, the Automobile Manufacturers Association, the Na- 
tional Foreign Trade Council, the engineering equipment industry, 
the aeronautical Sauiprient industry, the electronics and electronic 
equipment industry, the chemical industry, and the National Security 
Industrial Association. They took patent men from the large com- 
panies, such as United Engineering & Foundry Co. of Pittsburgh, 
the Glenn L, Martin Co. of Baltimore, RCA, General Electric, Mon- 
santo Chemical Co., Bendix Aviation, and the International’ Tele- 
phone & Dia Corp. 

Mr. Futron. What associations.of attorneys have approved it? 

Mr. Ooms. I do not know. 

Mr. Funtron. Any patent associations? 

Mr. Ooxs. I do not know to what extent they have been consulted. 
My last meeting was with this group. 

{r, Forron. Would you submit that for the record later? 

Mr. Ooxs. I would be happy to. 

Mr. Futon. [have been advised you have taken out section (e) of 
509 which is really a protection for Government employees against 
fine for disclosing of secrets in their necessary duties. It will not 
submit ere, nor take the time of the committee, but I have a ver 

bmit it h take the ti f th ittee, but Ih y 
strong complaint from an industrial. company in Pittsburgh con- 
cerning what it considers very secret processes involved in a dis- 
closure by Government employees. The complaint covers things they 
feel are vital to the defense of this country and vital to their com- 
pany. I can give you that later, if you like, . 

: -Mr. Gorvon (presiding). Your time is up, Mr, Fulton. 
. Have you any questions, Mt. Carnahan? 
| Mr. Carnawan. No questions, 
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Mr. Furron. Would you yield your time to me for one more ques- 
tion 

Mr. Carnanan. I will yield to the gentleman. 

Mr. Funton. The question comes up too on the the use of foreign 
patents in the defense progrant. The question comes up, how should 
we implement that? ‘Phere is no doubt that under this bill all the 
patents of United States citizens and United States patents will be 
open to the program and subject. to later suit before the Court of 
Claims as to determination of the damage done to the individual, 

Should we have in this bill some sort of a prior condition which 
recipient countries should accept, which is a reciprocal arrangement, 
stating that they too will do as we are doing with our patentees? 

Mr. Ooms. May I defer to Mr. Cardozo of the State Department 
onthat? That is being worked on. I have forgotten the name of the 
documents, but a series of negotiations and agreements are being 
worked on between the various governments to take care of that 
situation. 

Mr. Futton, I say that because I think some of our companies 
would likewise like to have ready access to these foreign patents, which 
I understand in many cases are being very zealously guarded, 


STATEMENT OF MICHAEL H. CARDOZO, ASSISTANT LEGAL ADVISER 
FOR ECONOMIC AFFAIRS OF THE DEPARTMENT OF STATE 


Mr. Carpozo. Iam the assistant legal adviser for economic affairs 
of the State Department, 

In the Mutual Defense Assistance aprecments there was a mention 
of the patent problem, and that subsidiary agreements would be 
mace between the United States and the NATO countries, covering 
the question of the use of patents and their use in the program. In 
accordance with that we have started negotiating agreements with all 
tho countries, looking toward the use of patents and patented in- 
formation for the furtherance of the prograin. 

We have gotten to the point where we have a draft agreement which 
we are about to submit to the other countries, in order to assure that 
the program would not be impeded in any way by difficulties in petting 
patent licenses and know-how, and at tho same time protecting the 
rights of the patent holders and of the originators of the Naaw iow: 

One of the problems in this connection has been that once know-how 
is revealed, there is no way of getting it back and preventing its use 
in commercial fields. So one of the things we want to be sure of is 
that when it is revealed for defenso purposes the originator of it 
will be contacted and will get proper compensation if it is used for 
any other purpose, 

Mr. Fuuton. Then another point that should be raised is the pro- 
tection of the United States Treasury as to the amount of the claim 
allowed to a foreign patenteo on a foreign patent, because there may 
not be the same resistance in the foreign government to the payment of 
a claim when it can be easily seen the United States taxpayers will 
dothe footing of the bitl. 

What kind of protection do we have there? Do we have a consent 
of the United States Government required as to the payment of claims 
on foreign patents by foreign governments under this program? 
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Mr. Carvozo. If you are talking about a patent taken out in the 
foreign country —— ae 

Mr. Fuuron. In the foreign country and used in this program. 

Mr. Carvozo. It is very unlikely that the United States would pay 
anything on that unless the patent holder were an American citizen 
In some cases we might pay his claim against the other government 
for its use of his patent in the Mutual Defense Program. If the 

atent is in this country and we are using it for production for de- 

ense purposes, then the United States Government would be liable 
to the patent holder. If that patent holder is a foreigner, in’ some 
cases, we will ask the other governments to pay him the royalties under 
that patent. 

Mr. Fuiton. But we in the United States do not have any say as 
to how large a payment will be made when we are interested in the 
amount because of our making up the deficit in the foreign govern- 
ment’s military program f 

Mr. Carvozo. If the foreign government pays him they would pay 
him in focal currency and you would not be concerned with the amount 
that they pay him. If we pay a foreigner who has a patent in this 
country it would only be in accordance with the rules and standards 
of how much we would pay any patent holder in this country. If he 
were not satisfied with what he was offered he would have to sue in 
the Court of Claims and get his regular allowance. 

Mr. Gorpon (presiding). Your time is: up, Mr. Fulton. 

Mr. Fouton. Mr. Chairman, could I finish with this? 

Could you submit to us either a form of amendment to protect that 
situation, or give it to ug in the form of a paragraph or two that 
should be put in the report to settle that question, use that would 
be immediately questioned by businessmen in some of our industrial 
areas, 

Mr. Carpozo. Yes, sir. ; 

Mr. Fouton. Thank you very much. 

Mr. Risicorr. I have a question. That is not to be the policy, is it? 
I assume the committee will have an opportunity to pass on what Mr. 
Fulton’s suggested amendment is. 

Mr. Fuuron. Of course. They are just submitting a form for our 


study. 
(‘The information, supplied by the Department of State, is as 
follows:) ; 


Mr.: Fulton. asked what measures were befng taken to protect the United 
States Treasury from claims by foreign nationals in case the other governments 
are not as careful to defend agalnst such claims as the United States. It must 
be emphasized that the United States Government has not undertaken to In- 
demuify the other governments against claims filed against them arising out of 
the use of patented {inventions and Information. In some selected cases, the 
United States may pay the claims of American nationals against other govern- 
ments, when such claims are based on forelgn patents used in the Mutual De- 
fense Program. In such cases, the transactions will be carefully scrutinized fo 
order to assure that no more than the necessary amount will be pald. Some 
experience in this fleld was gained in World War II and no difficulty was en- 
countered in protecting the Interests of the United States when such claims 
were pald. . . 

‘Mr. Gorvon (presiding). Mr. Smith. |, 

- Mr. Sarru. Did much of this develop in World War II? 

Mr. Ooms, Considering the size of our procurement, I would say 

it wasa triflingamount. I do not know the amount of claims pending 
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now in the Court of Claims, but it is very small considering our 
activities. 

Captain Ropiwiarp. It is very small. 

Mr. Sstirm. What would be the particular need to throw in these 
safeguards such as you are proposing now? 

What I am worrying about now is not the big fellow whose rights 
might be trespassed on, but the little fellow who has a very little pat- 
ent claim, and what he is getting here is a good lawsuit. In the time 
it takes to adjudicate these matters in the Federal court he might be 
dead and buried and his heirs might still be in court. There is no 
relief from that kind of situafion, is there, for the smaller concerns or 
individuals? 

Mr. Ooms. No. There is not, excepting just the general improve- 
ment. There has been a very marked improvement in the handling of 
these claims in the Court of Claims. They are moving through right 
along. There is no relief any other way. That is, if a small manu- 
facturer had a suit against a contractor or subcontractor way down 
the line in this procurement line he would encounter the same delays. 


I would question, if it were shown the procurement were for the . 


United States, if any court would issue an injunction. The matter 
-of determining liability would take just as long in the district courts 
throughout the country as it would in the Court of Claims. 

Mr. Smrru. Would it be advisable, do you think, in this legislation 
to set up some kind of mediation board? 

Mr. Ooms. I think it would. Not in this legislation, Mr. Smith. 
The purpose here is too limited. There is a movement under wa 
now to set up an Inventors Award Commission that will have a muc 
more extensive jurisdiction over all of these types of problems. They 
are recommending it in almost every type of legislation you get for 
military procurement. 

Our present situation has been a patchwork one, which should be 
met by just such a commission as you contemplate, which would have 
jurisdiction over this type of thing. 

We have a small one in the Atomic Energy Commission. It has 
been running now for 4 years, and there have been only 10 claims filed, 
1 of which have been disposed of. Three of us are sitting on the 
‘board. .Two of the men are leading industrialists, and I happen to 
be an alonney: We donated our services. They are getting along 
very well. That could be done on a much broader basis, but I think 
eeu that specialized type of thing into this legislation would be a 
‘mistake. 

Mr. Situ. That is all. Thank you. 

Mr. Gorvon (presiding). Mrs. Bolton. 

Mrs, Bouton. No questions. 

Mr. Gorvon (presiding). Mr. Javits. 

Peas Sars hank you, Mr. Chairman. I have no questions at 
‘this point. 

eae Gorpon (presiding). You may ask a further question, Mr. 
-Fulton. 

Mr. Fourox, The set-up in World War II had some sort of an 
agency where inventors put their ideas in. That was a quasi- 
overninent agency. What was that? 

: Mr. Ooss. The National Inventors Council, Mr. Fulton. 
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Mr. Fouton. And the inventors would write in to that National 
Inventors Council during World War H, would they not? 

Mr. Ooms. That is correct. ; 

Mr, Fouron. That would be a Government agency to the inventor, 
would it not? 

Mr. Ooms. It was, except that it was completely manned, with the 
exception of a half a dozen service people and the Commissioner of 
Patents—it was completely manned by industrial representatives, 
such as Charles Kettering, of General Motors; and Zeder, of Chrysler; 
and Coolidge, of General Electric; and a group of that type of men. 

Mr. Funton. Is there any similar agéncy for this defense produc- 
tion program? 

Mr. Ooms. That same agency has been continued. It has been 

iven some encouragement and is being revived for this purpose. It 
is continued on a stand-by basis, but it is now being recognized and 
reestablished for this purpose as well as all other purposes. 

Mr. Fouton. When the inventor under this defense program writes 
in to this agency, stating what his invention is, will that be considered 
an appropriate Government agency for making a record for him or 
making a decision? 

Suppose he writes into that agency and it is 4 or 5 months before 
they make a decision as to whether they like it or not? Is the in- 
ventor’s time for filing his suit then tolled for the amount of time that. 
this agency takes to make a decision? ; 

Mr. Ooms. No. He has not at that time made any claims. There 
has been no controversy at that stage. He has merely submitted an 
idea. If it is an idea thatithe United States has begun to use and has 
procured from him, his time is running, and I think if he files a claim 
at any time that would toll tho statute for that purpose, even though 
the claim were filed with the Netienal Inventors Council. It is a 
Government Agency. 

Mr. Forton. That is what I wanted to get. How does this agency 
definition affect the tolling of the statute of limitations on the filing of 
the claim by the inventor! 

Mr. Ooms. The proposed section, 509 (e), merely says, “Receipt by 
the Government of a written claim.” The National Inventors Coun- 
cil is a governmental agency. You people make the appropriations 
for maintaining it. 

Mr. Javirs. Will the gentleman yield? 

Mr. Fuuron. I yield. 

Mr. Javits. Would the record show as a completion of that question 
the statutory authority for that organization? I happen to how a 

ood deal about the National Inventors Council because I dealt with 
tt during the war as an officer in the Chemical Corps, and they were 
very good and very useful. 

Mr, Ooms. I would be happy to provide that. 

_ Mr. Javits. So that. we are all sure that is so. I remember there 
wassome doubt aboutthat. It was supposedly just a tolerated affiliate 
of the Department of Commerce, as I recall it. I think the record 
ought to show some substantiation for your statement that it is a 
ovement agency, that is, some Executive order or statutory au- 

ority. , 

Mr. Gorvon (presiding). Without objection, it will be placed in 
the record. ; 


; 
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(The information requested is ns follows :) 
NATIONAL INVENTORS COUNCIL 


The National Inventors Council {s described In the United States Government 
Organization Manual in the following terms: 

“The National Inventors Council was created in August 1910, by the Secretary 
of Commerce with the concurrence of the President of the United States, to 
recelve, evaluate, and pass on to appropriate branches of the armed services all 
inventions, Inventive {deas, and new products and processes subinitted by the 
public as a contribution to the war effort. I¢ works In collaboration with the 
Army and Navy. Existing Army regulations require that all inventions sub- 
mitted by the general pulllle through the Department of the Army should be 
referred first to the Council, 

“The Council embraces in its membership noted inventors, industriallsts (ex- 
pertenced in the development of inventions), and public officiuls, including rep- 
resentatives of the Army and Navy.” 

In addition, by a letter to the Chairman of the Natlonal Inventors Council 
dated March 20, 1051, the Sceretary of Commerce has delegated to the Council 
his responsitility under section 4 of Pubile Law 776, approved September 9, 
1950, which reads as follows: 

“The Secretary Is directed to refer to the armed services all scientific or tech- 
nical information, coming to his attention, which he deems to have an immedl- 
ate or potentlal practical military value or significance, antl to refer to the 
heals of other Governinent agencies such sctentific or technical information as 
relates to activities within the primary responsibility of such agencies.” 

The expenses of the Councell are paid out of funds of the Office of Technical 
Services of the Department of Commerce. 

_ Mr. Futon. Could I finish that line of questions? This is really 
important to us in Pittsburgh and it is the thing we are interested in. 
I think we are developing something of intevest to the business peo- 
ple. It is important to those of us who are interested in these prop- 
erty and business rights. _ . 

ection 509 (e), as originally submitted, which deals with the pro- 
tection of Government officers and agents against fine for the dis- 
closure of necessary information in the course of their duties, has 
been detetaéd. Why! 

Mr. Carnozo, May I answer that? 

Mr. Gorvon (presiding). Yes, Mr. Cardozo. . ; 

_Mr. Carpozo, When we were working on the drafting of this pro- 
vision we understood that a great many officers and employees of the 
service departments primarily were greatly concerned because they 
were unable to communicate know-how in the possession of the De- 
fense Department to manufacturers and the like, for fear that if they 
communicated that information they would be subject. to the penalty 
of the existing statute, which is a criminal law, 18 United States Code 
1005. That law is so broad that it looked as though if they got any 
information in any way in the course of their work, even if it were 
not confidential information, they would not be able to pass it on. 

So this provision was drafted in order to see that this program 
would not be impeded because those people would be unable to com- 
municate the information. On further study of the section as to the 
history of it and the like, the conclusion was reached that they should 
not be concerned about the application of that law in connection with 
legitimate communication of information in the course of their em- 
ployment. ; . 

onsequently, we concluded that if there was no improper action 
on their part and they were acting in the course of their employment, 
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that they would not be subject. to criminal penalties. They are being 
advised in that sense, and therefore this section has been deleted. 

We have made a suggestion to both committees that it be taken out. 
One reason for that is that as drafted this section in itself was too 
broad, going in the other direction, so we feel we do not need any such 
section. 

Mr, Fuiton. Cquid I state a situation then which raises bitter com- 
plaints and leaves people who are contractors in the defense program 
pretty much at sea. That situation is this: When the contractor 

eels—and he is a very loyal citizen in feeling it—that certain officers 
and agents of the Government are going clear beyond the scope of 
their duties, or are simply careless or thoughtless in disclosing vital 
information, then what can he do to stop it? I have a very large 
company with a very important officer in it writing to me as a Con- 
gressman, saying, “This is greatly hitertering with our war effort, 
and if this disclosure continues we just. supp y information to for- 
eign people who would be very anxious to get it.” 

How does the particular contractor, as a matter of implementation 
under this section, get a chance to state his claim? Could I ask the 
witness that? It seems to me deficient from the point of view of the 
patyious Anierican contractor unless he has some place to go to put 

lis claim in that there is wrongful disclosure. 

Mr, Ooms. 1 think, Mr. Fulton, that the language of this section 


509-——. 
. Mr, Fuuron. What subsection? ; 

Mr. Ooms. (b) would cover that situation if he had secret. informa- 
tion that was employed by others in pursuance of the military pro- 
gram. If he is damnged by that he can recover under 509 (b) (2). 

Mr. Futton. That is for his damages, but he wants to stop the dis- 
closure from occurring rather than to get damages. As I said, he is 
a patriotic American and he will in this case not be interested to take 
damages, He just does not want the information disclosed and he 
has no place to go to stop it. Here he is on the end of a rope with no 
knot, seeing the disclosures made because he has started to disclose 
and then finds there is an irresponsibility that he thinks will endanger 
our country. 

Is there any place he can p° to complain, or can he get an injune- 
tion against such disclosure : 

Mr. Ooms, I doubt that he can get an injunction, but the military 
services, I am sure, would be happy—not happy, but they would be 
receptive to any complaint of that character because it violates every 
tenet they have over there. It discourages the submission of very 
much needed information if it is freely passed out, contrary to regu- 
lations and contrary to the purposes for which it is submitted. 

_ Captain Robillard, with his long experience, would be able to answer 
that. I suggest that not to dodge the question, because I think that 
that man, if his facts are correct, has a very proper complaint which 
the services will receive and attend to immediately, because it is a 
very discouraging thing in the procurement services, 
., Mr. Furzon. In this particular case the contractor is obviously not 
getting the results it thinks are necessary fot the security of the United 
ates. 


t 
_, Would it be possible to have such an agency set up in the mutual 
defense program that is on a policy level and over and above the 
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organization and administration level, where if a dispute occurred on 
the lower levels, or within an organization or between organizations 
in the defense program, that there is some place where you can have 
such a policy decision made? 

Mr. Oosrs. I am sure it could be done. 

Captain Ronitzarp. May 1 answer that, sir? 

Mr. Fuuron. Yes; 1 would be ghad‘to have your answer, 

Captain Rontui.srp. Every contractor has the right of appeal to the 
contracting officer, and from there to the Secretary of the particular 
service. Tam quite sure that if he followed it he would have no diffi- 
culty. As a policy—and a very strong policy in the Navy, and T 
understand it is so in the other two services—we do not disclose any 
information of any manufacturer without permission of that manu- 
facturer, Unfortunately, there will be times when it gets, out, but 
when you take the number of people and the amount of information 
we handle it is a little difficult to prevent altogether. The Navy 
Regulations 1265—— 

fr. Funtox. I have no complaint as to the Navy, possibly because 
I was in it, but I will submit this case to you later rather than take 
the time of the committee. 

Mr. Ooms. Mr. Chairman, may T leave with you the marked-up 
statute of the section which contains the changes I have discussed, 
and also the list of industrial representatives and the associations at 
whose behest they were respectively consulted with respect to the 
legislation? 

Mr. Gorpon (presiding). I want to thank you for your appearance 
this morning. 

Our next witness this morning is Captain Robillard. Do you have 
a prepared statement, Captain? 


STATEMENT OF CAPT. GEORGE N. ROBILLARD, UNITED STATES 
NAVY, ASSISTANT CHIEF OF NAVAL RESEARCH FOR PATENTS 
AND PATENT COUNSEL FOR THE NAVY 


Captain Rositrarp. Unfortunately, I do not have enough copies to 
go around. 

I am Capt. George N. Robillard, patent counsel for the Navy and 
appearing for the Department of Defense. May I say here that the 
similarity between my own and Mr. Ooms’ statement is purely coinci- 
dental. We did not exchange notes until we got into this room this 
morning. 

Tf the committee please, my remarks will be directed solely to sec- 
tion 509. ‘The primary purpose of this section is to vest the Court of 
Claims with jurisdiction, when in connection with the furnishing of 
military assistance in furtherance of the purposes of this Act— 

(a) infringement of a United States patent occurs; or 

(5) an owner of proprietary information is damaged by the 
disclosure of the information by reason of acts of the United 
States or its officers or its employees. 


Tn either instance, the remedy of the owner shall be by suit against. 


the United States in the Court of Claims for reasonable and entire com- 
_ pensation. 
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Tho Department of Defense considers it essential that such jurisdic- 
tion be vested in the Court of Claims, in order to assure an uninter- 
rupted flow of materials for the purpose of military assistance, 

Considering patent infringement, the Court of Claims presently 
has jurisdiction when the infringement is by the United States, or by 
those acting for the United States. The controlling statute is 28 
United States Cade 1498 but the court has had jurisdiction for acts 
of patent infringement by the United States since 1910, In 1918 the 
jurisdiction was broadened to include acts of infringement by those 
contracting with the United States. The purpose of broadening the 
jurisdiction was to prevent a patent owner from bringing suit in a dis- 
trict. court against a coftractor with the Government, obtaining an 
injunction, and thus prevent the flow of essentin! materials to the 
Governnyent. 

For the purposes of military assistance it is not only necessary to 
prevent any stoppage in the flow of materials to the United States, but 
necessary to prevent any stoppage in the flow of materials to our allies. 
In many instances, materials for our allies will not. be purchased 
directly by the United States and in the absence of this legislation a 
patent owner could enjoin a manufacturer from supplying the mate- 
rials if patent infringement exists. 

This provision will deprive a patent owner of the right to obtain an 
injunction and limit him toa money recovery. Balanced against this is 
the fact that manufacturers may be encouraged to enter into military 
defense production because they will not be faced with patent litiga- 
tion. 

For the reasons set forth, it is strongly recommended that the Court 
of Claims be given this additional jurisdiction in patent cases. 

In addition to vesting the Court. of Claims with jurisdiction when 
patent infringement occurs, this section will also pive the court juris- 
diction when an owner of proprietary information has been damaged 
by disclosure of the information by reason of acts of the United 
States, its officers or employees. 

That the owner of proprietary information has a right of action 
agninst a recipient of that information who has used it without tho 
owner’s con: *nt, is well established in the State courts. At feast one 
Court of Claims case (Patton v. United States, 110 Ct. Clms. 193) 
implies that an owner of information also has right of action against 
the United States, if the owner can establish an express or implied 
contract. 

In many instances the information constitutes the manufacturer's 
know-how. <At times, such as when replacement of existing material 
or parts thereof is required, it is absolutely essential to have the 
manufacturer’s know-how in order that the tolerances and other 
technical features be identical in the replacements. 

The United States has in its possession volumes of such know-how. 
It has been acquired in many ways. Some of it has been voluntarily 
submitted; other has been submitted in conjunction with invitations 
to bid; and much of it has been acquired under research and develop- 
ment contracts. When acquired under research and development con- 
tracts the United States has a right to disseminate it, but it does not 
have such right in all instances. 

It has been the policy, generaily, to obtain the consent of the owner - 
of the know-how prior to its transmission, but there are instances when 
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time coes not permit, and other instances where an accurate determina- 
tion as to who the owner is cannot be made. Without consent of the 
owner there is an understandable reluctance on the part of officials and 
employees of the defense departments to disclose the information 
to other sources. It is believed that this reluctance could be swept 
away and that manufacturers and others would be much freer in pro- 
viding know-how if they were to be made whole for any damage re- 
sulting from the transmission of that know-how. 

The purpose of establishing an affirmative remedy in the Court of 
Claims is to give the owners assurance that if they are damaged they 
shall have the right to seek reasonable and entire compensation. For 
the reasons given it is strongly recommended that this remedy be estab- 
lished as an affirmative part of the law, 

In providing the Court of Claims with additional jurisdiction, 
section 509 further provides, beginning at page 15, line 9, that— 

In any such suit the United States may avall itself of any and all defense, 
general or special, that might be pleaded In a ke motion. 

This has always been true with respect to patent litigation and prior 
to the codification in 28 U.S. C. 1498 like language was used in the 
earlier statute. Upon codification, this language was omitted, the 
reviser's note stating: 

In the absence of statutory restriction, any defense available to a private parly 
fs equally available to the United States. 

The inclusion of the nbove language therefore appears to be a matter 
of choice; it does make the act more explicit, and for that reason it may 
be desirable. ; 

The above language establishing defenses runs to both patent cases 
and those based on disclosure of information, but beginning at line 12, 
on page 15, there is spelled outa defense running only to suits for dam- 
ages for use or disclosure of information, This defense, in brief, pro- 
vides that if the United States atready has the information in its files 
it shall be a complete defense for the Government, provided— 

{a) it has a date prior to the disclosure by the owner of the 
information; 
b) it constitutes sufficient description of the information; and 
.y the information has not been obtained directly or indirectly 
from the owner. 

The reason for spelling out this defense arises because of conflicting 
opinions in the courts as to whether or not a defendant in an action 
of this kind may show that the information was in fact. old at the 
time of receipt. Some courts have held that the recipient may show 
that the information is old and thus the recipient is relieved from 
liability, even though he uses the information. Other decisions have 
held that, if the information is new to the recipient and he uses it, 
he is liable on the doctrine of an unjust enrichment, even though he 
is able to establish the information was in fact old. 

Despite the uncertainty as to what defense a recipient may raise, in 
order to avoid liability, one writer who has made a broad stuily of the 
subject reached the following conclusion: 

If the receiver had the submitted idea in his possession prior to the submis- 
sion, he receives nothing of value, and an obligation to pay will not be Implled 


or imposed by faw (vol. XXIX, No. 3, Journal of Patent Office Society, p. 161 
(March 1947) ) 
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Tf this conclusion is correct, then this part of section 509 is nothing 
moro than a codification of existing law. However, if it is not correct, 
this bill will enact into law a special defense for the benetit of the 
United States, 

As the Defense Departinent considers that the conclusion is correct, 
it does not, if there be any doubts, wish to press for inclusion of the 
defense. If tho defense is a yroper one, it will be available to the 
United States just’as all other defenses are, whether or not it is spelled 
out in the act. 

Turning now to section 509 (c), this section gives to department 
heads the authority to settle any claims arising out of patent infringe- 
ment or information disclosure, provided the claim is submitted priop 
to bringing of suit in the Court of Claims, ‘The agencies presently 
have authority to settle claims for patent infringement under 35 
U.S.C. 91, when the infringement is by or for the United States. 

The authority to consider a claim of this type administratively is 
highly desirable, The procedure enables the Department of Defense 
to retain control over a matter which was developed by its action, and 
further enables a determination by personnel having lutimate knowl- 
edgo of the situation. If the matter bo classified, the claimant must 
await the removal of security before proceeding in the Conrt of 
Claims, and thus, although having a remedy, he may not invoke it. 
When suit is initiated, not only is the time of the agency involved 
consumed but also that of the Department of Justice, By providin 
for adininistrative compromise and settlement of claims, the over-all. 
cost of determining the existence of Government liability is reduced, 
both from the Governments standpoint and that_of the claimant, 

Section 509 (a) excludes an employee of the United States or his 
assignee from bringing suit under the provisions of this act while 
he is in the employment or service of the United States or on any 
information or invention discovered, invented, or developed whilo in 
the employment of the United States. This exclusionary provision 
is found in 28 U. S. C, 1498, and has been in the law since 1910. 

The next page and a half does nothing more than restate the amend- 
ment which Mr. Ooms suggested. I might say that that amendment 
originated in the Department of Defense. That is the tolling of the 
statute of limitations and was first proposed in the codification of the 
patent laws. I do not think there is any need to reread it, and it 
can be incorporated in the record, ; 

Mr, Gorvon presiding), Without objection, the balance of your 
statement may be placed jn the record. 

(The balance of Captain Robillard’s statement is as follows:) 

It Is suggested that one further provision be added to section 609, as subsection 
(ec) thereof, This provision should read as follows: 

“Except as otherwise provided by law, no recovery shall be had for any in- 
fringement of a patent committed more than six yeara prior to the fillng of the 
complaint or counterclaim for Infringement In the action, except that the perlod 
between the date of receipt by the Gorernment of a written clalia under sub- 
section (c) above, for coinpensation for frifringement of a patent and the date 
of malliog by the Government of a notice to the claimant that his claim has 
been denled, shall not be counted as part of the six years, unless suit is brought 
before the laat-mentloned date.” 

Under 85 U, 8. C. 70, if a daimant, wishing to thke advantage of the admin- 
istrative settlement of his clafm, files a clain: and more than 6 years elapses from 
date of firat use and dental of the claim, he loses the right to recover com- 
pensation for the period of time in excess of 6 years, Assuming that a claim is 
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denied 2 yeara after {t [s submitted, and first usc #as & years prior to the fillng 
of the claim, then the claimant has lost the right to recover compensation for a 
l-year perlod should he be successful in the Court of Clalins. The clatmant 
cannot maintain this action in the Court of Claims concurrently with the admin: 
istrative clalin, since filing of the actlon in the Court of Clatins would divest the 
administrative agency cf jurisdictlon. 

In view of the foregoing, It appears that it would be fn the best Interests of the 
Goverament nnd equitable to the claimant to provide a tolling of the time a elafin 
Is being nduulnistratively considered. 

Sunming up, the Department of Defense supports and reconmeuds approval 
of section 500, but would not press for inclusion of the special defense running to 
disclosure of information. 

Mr. Gorpon (presiding). We will proceed under the 6-minute rule, 

Mr. Judd. 

Mr, Jupp, I want to ask this question, whieh it a little off the line, 
for my own information, because I have often wondered about it. 

Suppose in the war soine weapon of ours is captured by the enemy. 
Jot us say it contains some device developed from a privately owned 
secret. patent, and the enemy, or maybe even an ally, gets it and dupli- 
cates it. Does tho owner of that patent have any recourse? : 

Captain Ropinsarp. In the foreign country ? 

Mr, Jupp. Suppose it is an American patent, but the British or 
Russians get it. 

Captain Rontunarp. He has recourse against us. 

Mr. Jupp. Against us? 

Captain Roniraarp, Yes, sir. 

Mr, Jupp, Because it was through the action of the United States 
by being at war with that. country or giving them something through 
lend-lease or MDAP that they got the secret? 

Captain Roniriarp, No, sir. He would not have any action aguinst 
us if, for example, there was something like that happened during the 
last. war, when the Norden boinbsight was compromised. Of course, 
if the Japanese went on to build it, there would be no recourse against 
the United States Government if the Japanese got it. His only re- 
course against us would be for our making use of it. If the Japanese 
went ahead and made it and used it, he would not have any recourse 
against us, but if there was Japanese patent ho could sue the Japanese, 

Mr. Jupp. For example, the cruiser Vilicaukee was tend-leased to 
Russia. Tam told it had on it every secret and latest model weapon 
the United States Navy had. Obviously, the Russians got all of them. 
I do not know whether any of tho late-model secret weapons were 
built under private patents or not, but suppose they were and the 
Russians came out with a bombsight, or something of commorcial 
value, that they got through this cruiser Aft?waukee lend-lease deal. 
Of course, after the war they will make it in commercial quantities 
and sell it, and in that way the patent owner has been deprived of 
some of his proper rights by this action of the United States, 

Captain Ropitiarp. I would say he has no remedy because, by the 
same token, if the Russians came here and bought the same thing off a 
shelf somewhero thoy could go back to Russia and manufacture it 
without any liability. Just because wo happened to give it to them 
does not change it too much. 

Mr. Carnozo. I would like to add something to that, if I could. 

Mr. Gorpon (presiding). Mr. Cardozo. 
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Mr. Carnozo. There is a good deal of history which is going on with 
the Russians at the present timo on that. In all the master lend-lease 
agreements there were provisions that the other country would pro- 
tect the rights of Americans who had patents in articles that were 
transferred. Drawing on that provisions and other agreements with 
the Russians, we have asked them to pay to the holders of patents in 
American companies, or oil refineries, that were transferred to the 
Russians under lend-lease. Interestingly enough, the Russians have 
made settlements with a number of companies in the past few months, 
and have made some of the payments on that. We hope that they will 
continue the negotiations with the other companies. 

Asa matter of fact, the negotiations are going on from time to time 
right now. — 

Of course, it was the State Department that. got. the Russians and 
the companies together and got them to sit down and negotiate, draw- 
ing on this agreement between the two countries. 

Captain Rontuiarp. May I point out I think there has been entirely 
too much emphasis on the question of patents. If there is a patent and 
if it is worth-while filing and obtaining a patent in this country, they 

nerally get it abroad. The important thing here, in my estimation, 
is the know-how, because you can take any patent from the Patent. 
Office, but it will take you years to put it into production. That is 
the important thing. Where we want to manufacture something, and 
manufacture it in a hurry, we can go to the contractor and say, “Look. 
We want to get this into production somewhere else. Will you sell 
us the know-how?” : 

Well, they are not very much inclined todoso. They are very much 
inclined not to give away anything because, after all, we are establish- 
inga competitor. If they also have a patent position with that know- 
how their problem then is not too bad, because although we give tho 
know-how to the other people we are still not letting them out from 
under the patent. - 

However, until we can establish that they have some kind of a 
remedy and some kind of recourse in case we accidentally give away 
know-how, they are going to be very reluctant to come in voluntarily 
and help us on the matter. 

Mr. Jupp. Thank you. 

Mr. Gorpvon (presiding). Mr. Hays, have you any questions? 

Mr. Hays. No questions. Thank you. 

Mr, Gornon (presiding). Mr. Fulton. 

Mr. Fuuron. You have said that section 509 of S. 1762, on page 
15, lines 12 to 16, is already in the law in section 509 (e) of the act 
of 1910. Am I correct in that? 

Captain Rosrizarp. About the defense? = - 

Mr. Futton. Yes. What did your section 509 (¢) of the act of 1910 
refer to when you said there was something already in the law? 

Captain Ropituarp (reading) : , 

' In providing the Court of Claims with additional jurisdiction, section 500 
further provides, beginning at page 15, line 9, that: 

“In any such suit the United States may avail itself of any and all defense, 
general or spectal, that might be pleaded in a like action.” : 

Mr. Furton. Was that just with respect to compromises administra- 
tively? That is what I am asking. 
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Captain Ronitzarp (reading) : 

The United States may avail Itself of any and all defense— 
Yes, sir. 

Mr. Funton. Would you explain that? 

Captain Rositnsrp. Pardon me. Maybe we are referring to the 
settlement of claims? 

Mr. Funron. Yes. You referred to the act of 1910, ‘That referred 
only to the administrative settlement of claims and the compromise 
of claims, did it not? 

Captain Ronmtanp, No, sir, We have had in the law since 1910 
the right to sue the Government for patent infringement. 

Mr. Funton. I see. 

Captain Rominarp, But we have only had, since World War TI, in 
35 USC 91, the right to make an administrative settlement. 

Mr. Funvon. Isee. Your administrative settlement or compromise 
is limited solely to the time prior to the filing of the action in the Court 
of Claims; is it not? 

Captain Ropiuaarn. We recognize, just the way the Court of Claims 
does, U6 years prior, and, of course, the right to a future ticense, which 
is the most important. thing in most instances, 

Mr. Funton. Who handles the administrative compromise once it is 
filed in the Court of Claims? 

Captain Ronitszarp, Once it goes to the Court of Claims it passes 
to the Department of Justice, and we have nothing to say about it 
unless we are invited. We have, however, administratively settled 
them at the request of the Department of Justice after they have 
gone there, 

Mr. Futton. In Mr. Ooms’ statement he said: 
Tam Informed that some apprehension {s felt outside the Government over the 
possible ramifications of pulling ubls lauguage Into the law. 

That is the principle of giving the Government this defense on 
having prior information f : 

Captain Roninarp, Yes, sir. 

Mr. Futton. Mr. Ooms also says: 

Since it Is futended only to state existing principles as to defenses In sults of 
this type, it can be deleted without barm. 

May I comment shortly on that? You have evidently in your 
testiniony disagreed with Mr. Ooms as to what constitutes the law. 
For exons, you have said that there is an article in the Journal 
of Patent Taw that disagrees with certain court decisions which you 
inferentially state disagree among themselves on this type of defense. 
The basis of Mr. Ooms’ testimony here has been that the law is seftled 
and, therefore, because it is settled this need not be in the act. and it 
would be just surphusage. Your position, though changes a bit from 
that. If itis your position that we put that section into this law, thon 
we are saying it is necessary to put it into the Defense Production 
anc Then it casts a question or a doubt on anyone left out of the 
section. 

On the principle of exclusion that would mean that whoever is not 
under this defense program might not, by way of inference, have the 
right to this defense, because we found it necessary to put it in for 
defeiise purposes. 
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Captain Ropittarp. Well, I did quote an authority, but I quote 
him merely because he happens to be an outstanding authority. I 
have made an extensive ey of this whole problem of submission 
of information because we get them at the rate of approximately 300 
a week, and what our liability is I still do not know. You can go into 
all of the ramifications, 

For example, in the State courts—— 

Mr. Fuiton. Colitld I stop you there? 

Captain Rosiuarp. Yes, 

Mr, Fuiron. Because that is where you disagree with Mr. Ooms. 
ue however, says it is the settled law outside of our even putting.it in 
this act. 

Captain Rositnarp. Well, Ido not. I will disagree to that extent. 
I say if it is the settled law we do not. need it in the act. If it is not 
the settled law we are enacting something special. 

I say from my own personal belief it should be left out, because 
IT do not think we should put in a special defense in this case, because 
the files of the Government are so voluminous that I think it would 
just be another deterrent against getting people to give us anything. 

Mr. Futon. Do you think if we put that section in the bill, it might 
be throwing a doubt on people not under the act because we felt. it 
was necessary to put that section in? 

Captain Rositzarp. Oh, definitely. ; 

Mr. Furton. So that it would cast a reflection on other private 
organizations not peng to do with the Government in their handling 
of this type of defense 

Captain Rosrtarp.- Exactly. 

Mr. Fuuton. I would liké Mr. Ooms or you, because you both have 
been working with it, to give us your idea of who it is who would 
have the apprehension outside of the Government on the possible 
ramifications of putting this language in the act. : 

Then, secondly, I would like to know what those ramifications are. 

Captain Rosittarp. May I just give you about 2 minutes on this, 
Mr. Fulton? This same defense has been offered to the Congress re- 
peatedly for the patent cases. There is a history that goes back 
maybe 20 years. 

Mr. Funton. Then why try to force it under this legislation? 

Captain Ropitiarp. It has been repeatedly thrown out. 

‘ Mr. Furtvon. Then why try to put it in this bill? * 

Captain Rostiiarp. Both of us are in agreement to throw it out. 

Mr, Fotton. Then who was for putting it in? 

Captain Rosttiarp. The drafting of this act and this proviston, in 
particular, was a long and onerous task. There are many people in- 
volved and at times there are things put in that some do not thie to, 
and it is just trying to get everybody into agreement on something. 

Mr. Fuiton. This is an important thing which affects many com- 
panies in Pittsburgh. Would you submit to us a history that you 
have spoken ob concen neu attempts to put this defense provision 
into law in various respects. Would you also give to us who or what 
groups it was that have sponsored the placing of this defense provision 

nthe defense production program at this tine? 
pertain Rosrizarp. Yes, sir. | ae 
- Mr. Gornon (presiding). Mr. Herter, have you any questionst 
Mr. Herrer. No questions. Thank you. . 
! 
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Mr. Gorpon (presiding). Mr. Javits? 

Mr. Javits. No questions. Thank you. 

Mr. Gornon (presiding). Thank you very much, Captain Robillard, 
for your appearance and statement. 

Mr. Fvuton. I would like to say that I believe Mr. Ooms and Cap- 
tain Robillard because they have disagreed as to the status of the law 
as a basis for their statements, should have a little further amplifica- 
tion in the record of each point of view. 

(The information requested is as follows :) 


STATEMENT OF MR. OOMB AND CAPTAIN RODILLARD 


It witl be noted from the committee print on the Mutual Securlty Program for 
the fiscal year 1952, on page 55, that the defense initlally ran not only against 
information but also against patents. As set forth in S. 1702, the defense only 
runs to Information. 

The defense, as orlginally set forth in section 509, of the Ilouse version, was 
an attempt to incorporate a defense which many in Government have long felt 
should be available to the Government, This defense has heretofore been sup- 
ported by the Department of Justice and the armed services. Despite this, there 
nas never been unanimity throughout the services as to the propriety of the 

efense. 

The defense was originally presented as an amendment to the act of 1910 
(now 28 U.S. C. 1498). It was proposed ag early as 1940 but the Congress 
rejected {t and it was again proposed in 1047, At this time extensive hearings 
were held and they are found in the printed hearlogs, serial No. 22 of 1948. 
Whereas in 1040 the use of the defense, if successful, would have invalidated a 
patent, H. It. 3929 proposed that the defense would only be good for the Govern- 
ment and woutd not Invalidate a patent. H. It. 3929 was supported by the 
Department of Justlee and the Department of Defense and it was opposed by 
the following: 

American Patent Law Association 

New York Patent Law Association 

Chicago Patent Law Assoclation 

Tos Angeles Patent Law Association 

Banning & Banning, Chicago, Ill. 

Burnitol Manufacturing Co., Boston, Mass. 

George Crompton, Jr., Worcester, Mass, 

‘The G@ifdden Co., Cleveland, Ohto 

Roger Sherman Hoar, South Milwaukee, Wis. 

Frank Kelfper, M. E., Rochester, N. Y. 

Liverance & Van Antwerp, Grand Raplds, Mich. 

Hubert KE. Miller, Wichita, Kans. 

National Association of Manufacturers, New York, N. ¥. 
Packard Motor Car Co., Detroit, Mich. 

Cc. B. Shane Corp., Chicago, Ill. 

Ralph Bh. Stewart, Washington, D. C. 

Oliver W. Storey, Chicago, Ill. 

Watson, Bristol, Johnson & Leavenworth, New York, N. Y. 

The Subcommittee on Patents ordered an amended bill reported. The amended 
dill was a watered-down verston of what had been proposed. The most important 
change being that the defense would be available if it could be shown that the 
records relied upon arose out of a single project of one agency or a common 
coordinated single project of more than one agency. 

So far as can be determined, the bill was never reported out by the Judiclary 
Committee, and no further attempts were made to have the bill reinstated. 

During the drafting of the provisions to be incorporated In the Mutual 
Securlty Act of 1951 this defense of using records, as against patents, was again 

posed and logically extended as a defense against lability for use of in- 
formation, Again there was no unanimity and subsequent to the printing of the 
committee print on basic data suppiled by the executive branch it was agreed 
that the defense of using Information as against patents should be withdrawn. 
The only instance where the Government could be Injured would be whien it 
falls to file an application for a patent on something which has been developed 
within the Government. Unpublished Government records are not public records 
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and, therefore, do not fall within the statutory defense of a prior publication, 
However, the Government may rely upon’ the statutory defenses of prior use 
and sales. Under the Secrecy Act the Government is protected when It files 
a patent application on classified matter, and by so doing {t can establish its 
defenses against patents. In almost all instances the Government may protect 
itself by dillgent filing of patent applications. 

In view of the repeated attempts to obtain the defense against patents, and 
the repeated rejection by the Congress, those in the armed services accepted 
these rejections as expressing the intent of the Congress that the Government 
should not have this special defense against patents. 

With respect to the defense of using {nformation {n Government files, as 
against Information submitted by another, the situation is quite different. It 
was agreed by all that this is a proper defense at law, and therefore incorporating 
the language witbin the act, was nothing more than a codification of the law. 

Nevertheless, there was apprehension by a large cross segment of industry 
as well as lawyers. This apprehension appears to be founded on the fact that 
by spelling out the defense in legistation, it might become much broader than 
intended. The bothersome question of what records could be relied upon again 
became a matter of discussion. For example, the 2,700,000 patents in the Patent 
Office are all Government records, Could the Government, after adopting and 
using {nformation submitted to it, escape Habllity by searching after the fact 
the patents to find something which proximated the information? Could the 
Government fit together records from varlous agencies and thus bulld up a 
defense? These were the same type of questions which bothered the subcom- 
nittce of the Judiciary when H. It. 3929 was before it, oud that Is why the 
committee amended the bil! to provide that the records must have originated 
from a single project of one agency or a common coordinated single project of 
several agencies, 

It was felt by many that !f the defense were written into the law, courts 
would be constrained to hold that any defense bullt up from Government records 
could be relied upon. If the provision fs not written into the law they feel that 
what the Government may introduce in the way of evidence remains within the 
oe of the court-and the court would not be bound by any statutory 

efinition. : 

Because of this apprehension, it was agreed among the armed services and the 
Department of State that the defense should be stricken from the bill. All 
concluded that the defense would be available, and therefore there is no neces- 
sity for writing it Into legislation. A careful examination of the record shows 
that there Is no conflict between Mr. Ooms and Captain Robillard on this point. 
The apparent conflict arose because Captain Robillard sald he could not determine 
what the llability of the Government would be under this defense. 

Otherwise they are In agreement for they have both read the record and are 
convinced that there was no real, but only an apparent conflict arising from 
differences tn language. 

The following brief citation of the law of trade secrets seems to justify the 
opinfon that if the United States has independently come into possession of 
the information assertedly to be a trade secret by 4 third party, such third party 
has no claim against the United States: , 

“1, Anyone may use ft who fairly by analysis and experiment discovers it.’* 
(Witkop and Holmes Co., vy. Boyce, OL N. Y. Misc. 126, 112 N. Y. 9. 874)2 

“2. © © © On the other hand, trade secrets are not given protection 
against all the world or persons who have not learned the secret by {improper 
means or by virtue of a confidential relation; all that the owner of a trade 
secret Is entitled to is protectlon from a breach of contract or confidence 
against one to whom he has confided the secret and those to whom such per- 
son may divulge it, and anyone who honestly and fairly comes Into possession 
of the secret has the right to use, disclose, or sell {t without being subject 
to restraint by {nJunction. (Am, Dirigold Corp, v. Dirigotd Afetals Corp., 125 F. 
24 446 ; Schavoir v. Am. Rebonded Leather Co., 183 A. 682, 104 Conn. 472; God- 
froy Mfg. Co. v. Lady Lennogz Co., 134 SW 140; McClary vy. Hubbard, 122 A. 
469, 97 Vt. 222)" 

“3. In a recent case, the trade secret which equity will protect by injunc- 
tion was defined as ‘a plan of oe tool, mechanism, or compound, known 
only to {ts owner and those of his employees to whom it was necessary to 


” 4. Finiston op Contracts, vol. TH, p. 2000, see. 1646, 1920, 
a Gee juris Becunduts, gee. 148. @) ade sesta (op. 160-788). 
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confide it. It was a property right, and differed from a patent in that as soon 
as the secret was discovered either by an examination of the product or any 
other honest way, the discoverer had the full right to use it’ (Progress Laundry 
Co. v. Hamilion (Xyv.), 270 S. W. 834; Victor Chemical Works v. IHff, 209 111. 632, 
182 N. E. 806)." 

Mr. Gorvon (presiding). The committee will recess until 2:30 this 
afternoon. ; ; ; 

(Whereupon, at 12:25 p. m. the committee adjourned until 2:30 
p. m. of the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:35 p. m., the Honorable James P. 
Richards (chairman) presiding.) 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, the next witness is Dr. Henry é. Bennett, 
Administrator, Technical Cooperation Administration, State Depart- 
ment. Dr. Bennett, will you have a seat, sir? 

Doctor, you have a prepared statement, do you not? 


STATEMENT OF DR. HENRY G. BENNETT, ADMINISTRATOR, TECHNI- 
CAL COOPERATION ADMINISTRATION, STATE DEPARTMENT 


Dr. Bennett. Yes, sir. 

Chairman Ricuarps. Will you proceed, sir? 

Dr. Bennerr. Mr. Chairman, I am glad to be permitted to present 
the statement of the Technical Cooperation Administration, com- 
monly called the Point IV: Administration, to the committee during 
the hearings on the Mutual Security Program. 

You have no doubt heard of the Technical Cooperation Administra- 
tion, because it is involved in three of the titles. But it occurred to 
me, if it is agreeable to you, Mr. Chairman, and with the committee, 
I would like to discuss briefly the point 4 program in its entirety as 
it affects all of the areas, 

Chairman Ricttarvs. Do you mean by that, Doctor, that you want 
to put your statement in the record and then discuss it, or will you 
read your statement later? 

I Dr. Benyerr. I would like to put the statement in the record, if 
may. 

Chairman Ricuarps. That will be fine. I think the committee 
would rather have you put your statement in the record to study and 
have you make a statement and then ask questions. . 

Dr. Bennett. That is agreeable. 

Chairman Ricuarps. Without objection, the statement will be, in- 
cluded in the record at this point. ~ 

Dr. Bennerr. During the course of these hearings you have neces- 
sarily received piecemeal information about the Technical Coopera- 
tion program since it is included as a part of each of the regional 
programs. At some time, however, I think you will want to get a 

icture of the total job being done and contemplated under what is 
roadiy known as the point 4 program which is being carried on by 
the Technical Cooperation Administration of the Department of State. 
I would also like to give you my understanding of the distinction 


” sThe Law of Injunctions, Lewis & Spelling (1628). 
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between point 4 and other types of economic aid and of the plan of 
operation for 1952. ; 

If the world were not threatened with armed aggression, it would 
still be in our self-interest to help other peoples to free themselves 
from their historic enemies—starvation, disease, and ignorance. We 
know that the Communists capitalize on troubled situations, and the 
best way for us to combat communism is to help improve the situation. 
Such a program would be part of the long-range point 4 program. 

But today we are threatened with armed aggression and, while the 
point 4 approach is no less necessary, there are certain parts of the 
world where it is not enough. There are certain countries where mili- 
tary considerations make it necessary for us to do far more than should 
or could be done under a point 4 program which is founded on a long- 
range self-help basis. ; 

In such countries, therefore, it will be necessary to have actually 
two programs—the emergency big-grant program and the long-range 
point 4 program. 

The question arose, Should we have two agencies carrying on dif- 
ferent but related Programs in some countries, or should we have one 
agency carrying on both types of programs in those countries? 

It was decided to combine both programs in the single agency whose 
particular type of program predominated in a given country. This 
seemed to be the best mechanism for handling both an emergency 
situation’ and a long-range situation at the same time. If and when 
the emergency passes I assume we will want to reexamine this arrange- 
ment. . 

Only one agency will have responsibility for administering eco- 
nomic and technical assistance programs in any single country. Con- 
sequently, in those countries where ECA is assigned the job of ad- 
ministering grant and capital improvement programs they will also 
take over the existing technical cooperation activities. 

The proposed program for the Near East, north Africa, and Latin 
America is primarily one of technical cooperation and one in which 
considerable emphasis must be placed upon the rural approach. Sub- 
stantial grants are involved but they are accompanied generally by 
technica puldancs and supervision at the village level. Such pro- 
grams will be administered by TCA through a regional opération. 

The Technical Cooperation Administration program for fiscal year 
1952, under this plan, would consist of programs totaling $79,256,000. 
This figure includes $13,000,000 for the multilateral technical assist- 
ance activities. You have the detailed regional statistics before you. 
In summary form, the Technical Cooperation Administration bi- 
lateral program, exclusive of administrative costs, would consist of 


the following: 

Area: Proposed program 
American Republics...-........-...-..--.--------------- et » $18, 000, 000 
Near East and north Africa..---.........-..-..2------.--.- 47, 808, 000 
Asia (Afghanistan, Ceylon, and Nepal)...--:--....--.....-.- 450, 000 

Totalincs cn ccoeestsce sees se etebc cece ececcce eee ccees 66, 256, 000 


In addition, as noted above, we would rips nie for multilateral tech- 
nical assistance activities $13,000,000, of which $1,000,000 would go 
to the Organization of American States, and $12,000,000 to the United 
Nations and the specialized agencies. We work very closély with those 
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organizations in correlating our activities, In connection with the 
Near East program, we would work in close relationship with the 
Palestine Refugee Agency on problems involved in refugee resettle- 
ment. 

The above figures do not include the $6,000,000 for administrative 
and domestic program costs which are provided for in title I. 

Point 4 activities are now under way in Asia, in the Near East and 
north Africa, and in Latin America. As I indicated, these activities 
will be carried forward in each region with funds provided under the 
Mutual Security Program legislation. 

I should like now to tell you briefly about our present program and 
how it is being administered. . ; ; 

The act for international development which authorized the point 
4 program was approved in June 1950. Appropriations to imple- 
ment this act became available in September 1950. New appropria- 
tions for technical cooperation activities totaled $26,900,000. 

In addition, there became available an soproneiation of $5,000,000 
plus a carry-over of $1,369,309 for the work of the Institute of Inter- 
American Affairs, and also a sum of $2,537,000 which was transferred 
to the Technical Cooperation Administration from funds appro- 
priated for technical assistance work under Public Law 402. 

An over-all total, therefore, of $35,806,309 was available during 
fiscal year 1951 for all technical cooperation programs. 

On September 8, the point 4 program became a responsibility of 
the Department of State by Executive order. On October 27, 1950, 
the ‘Technical Cooperation Administration was established and given 
central responsibility within the State Department for administration 
of the program. 

The task of negotiating bilateral agreements and receiving official 
requests for assistance must necessarily be hatidled slowly and with 
great care. Nevertheless, in the few months we have been in opera- 
tion we have mace substantial progress. We have fully utilized the 
funds which were made available. I believe we have utilized the funds 
wisely and effectively. ; 

We now have technical cooperation programs underway in the 
following 36 countries: Afghanistan, Bolivia, Brazil, Burma, Ceylon, 
Chile, Colombia, Costa Rica, Cuba, Dominican Republic, Egypt, 
Ecuador, El Salvador, Greece, Guatemala, Haiti, Honduras, India, 
Indonesia, Iran, Iraq, Israel, Lebanon, Liberia, Libya, Mexico, Nica- 
ragua, Pakistan, Panama, Paraguay, Peru, Philippines, Saudi Arabia, 
Thailand, Uruguay, and Venezuela. 

We have authorized projects providing for the employment of over 
1,200 technicians in the field. Of these, 710 will be employed. by 
various Government agencies, and approximately 500 will work for 
private contractors. Government agencies already have 451 employees 
at work, and private contractors have 233 employees at work, a total 
of 684 American technicians actually at work on foreign assignments. 
They are supported by 209 technicians stationed either full or part 
time in this country or in irregular roving assignment, In summary, 
893 American experts are now on the job. In addition, there are 
164 employees who were recruited locally. 

Between September 1950, and June 30, 1951, the Technical Coopera- 
tion Administration received 690 requests for assistance from 43 coun- 


tries. Almost 500 of these requests have been approved; 872 poinb 
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 € trainin nts were approved in fiscal year 1051 for trainees to 
study in the nited States, Phe come from 41 countries. 

Out of the $35,806,000 available for the program in 1051, $12,000,000 
was made available to the United Nations and the specialized agencies 
for the expanded multilateral technical assistance program. The UN 
now has programs operating in 87 countries. We are working closely 
with UN officials bo in plannin and ini operation in the field. 

We provided $1,900,000 to the rganization of American States for 
technical assistance programs in Latin America. This was pri- 
marily for regional training centers. _ 

A total of $8,826,000 was available for programs administered by 
the ITAA. An additional $6,139,351 was allocated to other agencies 
such as the Department of Agriculture and the Department of the 
Interior for carrying out projects approved by TCA. Finally, a total 
of $7,833,009 was utilized directly by TCA in the Department of State. 
The following table summarizes the use of 1951 funds by cooperating 
agencies: 


Department of Agriculture. ........-........---------+------ eee $2, 452, 284 
Department of Commerce..-....---.-.----- eee ee eee e eee 1, 015, 887 
rtment of the Interfor__.....-......-2.-.--2--- 2+ --e 1, 162, 834 
Fedetal Security Agency.---.-.-.-.-.:.------------------------- 1,017, 372 
Department of Labor...-... Fenn ew ee we ween meee nee eee eee wenn nen . 
Hureag of the Budget een eee wane nae cee n ete see ees eween renown 72,377 
ousing and Home Finance Ageney.--------------------------- - * 
Tariff Commission_-..- low wew enn cones nee e eee en ene nee n ee ee ee ee nee 2, 550 
Tennessee Valley Authority...---.......--....- Teee wee enn anew enone 3,120 
Department of the Treasury...--.-.........-.----.-------~--.--- 2, 820 
Federal Power Coromlssion.-_-......--..2--. 2-2-2 nee ene ee nee 4,460 
Poat Office Department...--.--_..--.----~--.-.--..-2.----------- 2, 692 
Department of the Army_...3--...--.-...-.-2---2 22 eee 8, 360 
Federal Communications Commisslon_......-..---.-...---...2..8 52, 683 
Institute of Jater-American Affalrs_-.-..--.-. 22-22-22. nn enn 8, 826, 449 
Department of State: - 
Multilatera) programs.............-.---~.--~---.--------.--- 13, 007, 500 
Bilateral PrOSraMs....- ~~. nnn ann nne nen ne enn ene neon 1, 833, 009 
Grand total.....-- 2222222228 enn een ene nen 35, 806, 300 


These have been high lights of our 1951 program. I should like now 
to tell you briefly how the program is being administered. 

Although the TOA is still very young, I believe it has made a sound 
beginning. As you know, the point 4 program includes operations 
in a large yariety of technical fields—agriculture, mineral develop- 
ment, roads and highways, communicat ons, health and sanitation, 
education, civil aeronautics, water engineering, and many others, 

We are fortunate in that in nearly‘all thése fields one or another of 
the Federal agencies has already 9 great reservoir of skill and ex- 
perience, I believe our greatest strength lies in the fact that we are 

ringing to bear upon the problems of the underdeveloped areas the 
resources and experience of the entire United States Government. 

In fact, we have fone even further. We are bringing to bear also the 
experience and ski of private business firms, educational institutions, 
and of other private organizations from all parts of the United States. 

’’ We havé continued the programs of the Institute of Inter-American 
Affairs in Latin America and in fact have expanded its operation con- 
siderably. We have enlisted the participatlon of 14 technical agencies 
of the United States Government, ' We have entéred into direct con- 
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tractual arrangements with 56 private organizations and institutions 
involving work in 19 countries at a cost of 33,0 000, 

Many of the contracts are with Jand giant colleges and otlier educa- 
tional institutions including the University of Atkansas, Texas A. & 
M. College, the University of Minnesota, Utah State Agricultural 
College, New Mexico A. & M. College, Brigham Young University, the 
University of Illinois, Vanderbilt University, the University of Utah, 
urdu liversity, the University of Wisconsin, University of Mary- 
land, the University of Denver, and Northwestern University. 

Other contracts are with rescarch organizations such as the Armour 
Research Foundation of Illinois and the Southwest Research Institute. 

Woe have made arrangements to expand the activities of training in- 
stitutions abroad such as the Near East Foundation and the Aieri- 
can University at Beirut. 

Finally, we have made arrangements for specific tasks to be under- 
taken abroad by American engineering and other private firms. 

Let me stress this point. The Technical Cooperation Administra- 
tion directs and controls the program carried out with the assistance 
of this wide variety of Government and private agencies. We thus 
secure the advantages of using the specialized skills of the agencies of 
the Federal Government, while providing a unified administration of 
the total program. 

CA has entered into bilateral general agreements looking toward 
long-term cooperation with the underdeveloped countries with which 
we are cooperating. These general agreements are supplemented by 
specific project agreements setting forth detailed plans of work. * 

Program plans are developed in the field by American officers of 
our Foreign Service missions, including agricultural and other special- 
ized United States representatives, as well as by special representatives 
of-the Technical Cooperation Administration. All work, of course, 
with’ representatives of the host governments, 

ical point 4 technical cooperation projects are those which 
will (a) assist the local government and local population in taking 
the most urgently needed steps to develop the country’s resources; 
(3) improve local skills, by sending experts to provide such skills and 
by training local personne), both within the country and by bringing 
them to the United States; and (e) those which hold out the most 
promise of growing into enduring and long-term cooperation be- 
tween the United States and the country. 

Supplies and equipment are.included in point 4 programs to the 
extent necessary to insure substantial results in assisting the country 
with each project undertaking, whether it be land reclamation or ex- 
pansion of education. 7 , 

The plans and the official requests from the governments are pre- 
sented to the Technical Cooperation Administration. ‘VYe review 
them in consultation with representatives of thp technica! agencies 
which have competence in the particular fields of work involved and 
in consultation with area experts within the State Department’s 
régional burédis, 

_ As soon as the projects ane approved, funds are either allocated to 
one of the participating technical agencies, which then assigns or re- 
cruits experts needed to carry out the project in the field, or the 
ontract, to,a private concern. fahy projects 


roject is let ont on 1 
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Periodic reports are submitted to the Technical Cooperation Ad- 
ministration on the progress and operation of each activity, and close 
supervision is maintained at all times. 

Although the individual experts in the field receive their techncal 
guidance from their own agencies in Washington, all personnel in a 
particular country are administratively supervised by a representa- 
tive of TCA. ‘In some instances this representative is a member of 
the Embassy economic staff. In other instances, he is an officer specifi- 
cally employed by TCA for that purpose. As the volume of activity 
increases, We are employing country directors of technical coopera- 
tion whenever needed. 

That briefly summarizes the nature and scope of our present pro- 
gram. Before I close, I should like to say a few words about the point 
4 idea, about its objectives, its fundamental approach and its long- 
term implications. 

The point 4 program is not something brand new although the 
conception of it as a national policy on a world-wide basis is new. 
Missionaries of all faiths were the pioneers in the work in helping 
the peoples of underdeveloped areas to help themselves in improving 
their way of living. Private organizations and institutions of many 
kinds have for years carried on technical assistance work abroad 
costing millions of dollars annually: 

Moreover, the Congress of the United States authorized technical 
cooperation programs when it established the Institute of Inter-Amor- 
ican Affairs and enacted the Smith-Mundt Act. 

The point 4 program is not just a program to do good. It is very 
clearly a program in our own self-interest. We are anereestnay 
economically dependent upon the underdeveloped countries. Our 
productive capacity has increased at a great rate; from producing 
about one-third of the world’s manufactured goods in 1940, we now 
produce about 50 percent of the total world production. Present plans 
call for a further increase in our production of 20 percent by 1953. 

At tho same time, raw material production has remained constant 
and as you know is expected to fall off in the future. An absolutely 
vital 73 percent of raw material requirements come from the under- 
developed areas. 

Basically, therefore, as Mr. Rockefeller ably pointed out in his 
report, Partners in Progress, our domestic economic and military 
strength depends upon maintaining the supply of raw materials from 
the dinderdaveloped Areas, 

The underdeveloped areas offer the greatest prospect for future 
inarkets for United States pide The problem of markets is, 
as gon know, very acute and if, as we hope, our excess capacity for 
military production should become surplus, unless markets are found 
for the products of these industries the standard of living of our 
people would be seriously endangered. 

Tf, however, the underdeveloped countries are able with our help 
td increase their’ productivity and income, and consequently their 
capacity to buy abroad, they will become increasingly important pur- 
chasers of United States goods. The potentialities of our trade with 
thede' Yegidns' in conditions of peace and developing economies are 


benehdous. i 

“HowWeyer, wh cahnot either commandeer their raw materials nor 

can we force them to take our manufactured goods. The democratio 
Su, fe 7. i ‘ 
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way is to seek the cooperation of the peoples and the governments so 

that we and they can together embark on a program which is in our 

joint interest. It is a basic United States policy to do everything 

possible to assist and strengthen the peoples who are our allies in the 
world. 

The underdeveloped areas are potentially, with a few exceptions, 
rich and fruitful countries, As in our own country, the problem is 
one of a better use of the resources available; that is, land, water, 
and people. Because of poor uss of these resources the 1 billion per- 
sons who inhabit the underdeveloped areas are today suffering from 
hunger, from disease, from poverty and from illiteracy. Average per 
capita incomes are about $80 per annum. About three-fourths of the 
people live on the land practicing the most primitive agriculture. 

Our projects in most of these countries are designed particularly 
to improve agriculture. They have asa second direct purpose, the best 
use of the available human resources. 

The projects, almost without exception, are small-scale operations 
not intended to bring overnight remedies to ancient problems. Since 
they are small scale, they are inexpensive, . 

Whenever possible, the projects have been geared to have an impact 
through a dramatic demonstration or pilot operation. The idea is 
to send in the minimum number of people, with tools and limited 
amounts of supplies, so they may show the reople by doing, and guide 
and instruct their doing. 

Through extension instruction and the use of informational media 
on training, it is hoped that the new and better ways of doing thin 
will catch on, so that in the course of 2 or 3 years, there will be muc 
less need for outside technical experts, 

The projects are designed to have certain effects on the peoples and 
on the governments of the region. The United States makes its plans 
and works with the government, and no project is undertaken which 
the governments have not requested, and which they themselves have 
not or are not ready to support fully. 

The point 4 program respects the sovereignty of the governments 
in the countries where it has been invited to work. Only those activities 
are undertaken which are requested by the host country and into which 
the country itself is willing to invest its own resources. 

It has been TCA’s experience that on an average each dollar we 
now contribute to a program is matched by the equivalent of $3 con- 
tributed by the country itself to the program. enever possible, 
projects are carried on jointly, with the nationals of the country taking 

ership. Wherever possible, the local organization to carry out 
point 4 work is identified as a part of the national or local govern- 
ment or governmental institutions. The programs take full account 
of local religious and social customs and strive to work within the limits 
set by these cultural patterns. . 

The projects are of a kind, and they have been so planned, that to 
be successful, there must be. maximum operational participation by 
the actual workers, settlers, and farmers, The program is almost 
wholly operable on the village, local area or provincial level. The 
people feel that these are their own projects and it is they who make 
them work. | , . 

. As point 4 is successful, the popular understanding and support 
of the péople for their governments will be increaséd, which will make 
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; fcr a stability and be an effective deterrent to Communist p ropagends, 
pol governments, in turri, will be more likely to embark on enlightened 
polis of improvements of standards and conditions, and there will 
a much-needed feeling of responsibility for thé well-being 
bo welfare of the people. Finally, we hope, both the people and their 
governments, will feel roud of the fact they have been able to advance 
Ives through gel proud ot assistance, and their friendship and 
np aatd befor for the United States will be much greater. 
said before that since the projects are small they are, as forei 
grants go, inexpensive. Let me elaborate on that point. While 
fh pro, has been kept modest in scope, the pilot projects have 
selec. acted which will lay the basis for more extensive economic 
development sctivities, 

Once the pilot projects and the surveys, have been completed, it is 
hoped that conditions will be ripe for undertaking the large- “scale agri- 
cultural, pater industrial and other expansion schemes which are 
needed lieved that the benefts of ilot projects, and 
pro jects whic the governments themselves have been stimulated to 
undertake in the next year or two, will result in improved earnings 
of the governments go that, to a maximum extent, the large-scale pro)- 
ecta may be financed from loans, either private or’publis. 

The point 4 program is a long-term pro » yet will make an 
immédiate and important contribution to the security of the free 
world. Its inclusion in the Mutual Security Program along with the 
large economic aid activities demanded by the present emergency is 
primarily for convenience in ma the presentation to Congress, 

ut its basic objectives require that it be regarded in long-ran 
terms as an integral part of our forelg n affairs program. It will 
plain ge od busi ness to continue beyond the present emergency a mod- 
cet program of stimulating economic dove opment and thus paving 
aray or a stimulation of private investment. 
of all, the Act for International, Development w on passed by 
e Con in June ve suite pen were made in September 
1980 and the President, b rder, ae the administration 
a8 partof he Departing’ of of Siglo ortly a 
personally was appointed Administrator in December of last 
year, tons the provisions ‘of the act, we have set out to put it 
operation 
per act provided for renderin ing coy certain type a of technical assistance 
u 
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. I think you might be interested as to what the agreement calls for. 
It is a simple agreement, easily understood, and makes certain quite 
siinple provisions that are embodied in the act. The major provisions 
are these: The Government of the United States and the government 
of the host country undertake to cooperate with each other in the 
interchange of technical know]edge and skills. : 

That country, agrees to coordinate and integrate all technical coop- 
eration programs carried on within its boundaries, to cooperate in 
the mutual exchange of technical knowledge and skills with other 
countries participating in the point 4 program, and try to make 
effective use of the results of technical projects which it carries on in 
Sopreration with the United States. : 

‘That country agrees to keep the United States informed concerning 
the projects and operations carried on under the agreement, inclyding 
8 statement on the use of funds, materials, equipment, and services 

rovided under the agreement, and to give information to the United 

tates regarding technical assistance whith it is requesting from 
er countries ef from international organizatl S. at 

The two Governments agree t will give full. publicity within 
their respeptive countries to the objectives and p of the tech- 
nical coopération program carried on under the a nt. 

The agreements make provision for the execution of separate proj- 
ect ments for individual projects. aS they are to be establiz : 
those molest agreements to contain. proviaicn rélating to the admin- 
istrative p ures, disb t of, funds, accounting for funds, 
arid the respective finangif} coritributions to be made by gov- 

cs 


etnment. \ 
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Mr. » could a sample copy 6f that con- 


’ (The material referred to is az follows:) 


Text or Poi Acrerment Wita NMENT OF INDIA 


SEMES : 
ARTICLE 1. ASSISTANCE AND COOPERATION - 


1. The Gorernment of the United States of America and the Government of 
India undertake to cooperate with each other In the interchange of technical 
knowledge and skills and in related activities designed to contribute to the bal- 
anced and Integrated development of the ecenomic resources and productive 
capacities of India.. Particlar technical cooperailon programs and projecta will 
be carried out pursuant to the provisions of such separate written agreements 
or understandings as may later be reached by the duly designated representatives 
of India and thé Technical Cooperation Administration of the United Statea cf 
an oe by other péreons, agencies, or organisations designated by tho 

al es Bee ge ee ee ee es aa, ~ 

2. The Government of India through its duly désignated represebtatives in 
cooperation with representatives of the Technical Cooperation Administration 
of niatloot sates aeavoe tae om peeetecntalives of gt cntervet Hpihdcoelb teh 

nizations will e Yor fo coordinate and integrate ajl technical cooperation 
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& The Government fn Indla will cooperate {n the mutual exchange of tech- 
nical knowledge and akjlls with other countries participating in technical cooper- 
ere programs agagociated with that carried on under this agreement. 

4. The Government of India will endeavor to make effectlvo use of the results 
of Kechnical projecta carried on In Indla in cooperation with the United States 
of America 

&. The two Governments will, upon the request of either of them, consult with 
regard to any matter relating to the spalicetion of this agreement to project 
agreements heretofore or hereafter concluded between them, or to operations or 
arrangements carried out pursuant to such agreements. 


ARTICLE IL INFORMATION AND PUMLICITY 


1. The Government of Indla will communicate to the Gorernment of the United 
States of America In a fore and at intervals to be mutually agreed upon: 

(a) Yoformation concerning projects, programs, measures, and operations 
carried on under this a racer: A incindtng a statement of tl the use of funds, 
materials, equipment, and services provided thereunder; 

(8) Information regarding technical asststance which has been or is being 
ar heey of other countries or of international organtzatlons. 

Not less uently than once a yoar the Governments of India and of the 
United States of America will in mutual consultation make puobtic {n their respec 
tlve countries dbs reports on the technical cooperation programs carried on 
purevant to this agreement. Such rts shall Inctude {nformatlon as to the 
use of funds, materials, Serta and services. 

8 The Governments of the United States of America and India will endeavor 
in mutual consultation to give full publicity to the objectives and progreas of the 
technical cooperation program carried on under this agreement. 


ARTICLE II. PROORAM AND PROJECT AGREEMENTS 


1, The Reever Lan Rinep agreements referred to In articie I, paragraph 1 
above, will include proris ear relating ne tee policies, administrative procedures, the 
a potas wiles of and accounting for the contribution of each party to the 

of the program or project, and the tarnishing of detailed information of the 
curacter eet forth In article il, paragraph 1 above. 

2. With respect to any funds, materials, and equipment introduced into India 
by the ah thine of tbe United States of America pursuant to such program and 
prorect agreements, the Government of the United States of America shall not be 

die for taxes, service charges, and investment or depoalt requirements, and will 
be exempt from exchange restriction. 

8. The Government of India agrees to bear a fale share, as may be mutually 
agreed upon, of the cost of technical assistance programs and projecta, 


ARTICES IV, PERSONNEL, 


1. lt employees of the Government of the United States of America assigned 
to duties {n Indla In connection with cooperative technical assistance programs 
and projects and accompanying members of their families shall be exempted from 
income taxes with respect to oti) salaties and allotments paid to them by the 
Government of the United Statee of America and (2) any non-Indian income upon 
which they are obligated to pay income or social-security taxes to the Government 
of the United States of America. 

employees and members of thelr families shall receive exemption with 
rca pe the t of customs and import duties on personal, household, and 
shear cred Bo and Se tie sociacine one personal automobile on certificates 


the collector of customs concerned, through 
the ¢ S ataien Saicaa eases the Fine 
sumption of such ype Le fara es. Duty is nae to 


be dr fa tod tnperted t of duty and 
acld or korea within Soran tat theve eball be no re atiltes If euch articles ate 


ieee Saat wi Aston ¥. Tay Tet Foon, AATERDY.SI7, ORATION . ' 


fd ahis agreement shail eater Info force oa the Cay ca which it {s slgned. 
shall remain In force until 8 months after cither, dicen shalt hare ives 
agreement. 


a, 
et 


THE MUTUAL SECURITY PROGRAM 1439 


2. If, during the life of this agreement, elther Government should consider that 
there should be an amendment thereof, it shall so notify the other Government 
in writing and tho two Governments will thereupon consult with a view to 
agreeing upon the amendment. 

3. Subsidlary project and other agreements and arrangements which may be 
concluded may remain in force beyond any termination of this agreement, fn 
accordance with such arrangements as the two Gorernments may make. 

4. This agreement Js complementary to and does not supersede existing agree- 
ments between the two Governments except insofar as other agreements are 
inconsistent herewith. 

Mr. Vorys. Could we glance at it? . 

Dr. Bennerr. Yes, sir. This is the text of the agreement with 
India. There is an additional page which does not apply. 

Chairman Ricuarps. This is about threo pages and a quarter. Does 
anybody want to look at that? 

r. Bennert. That is the over-all contract wo sign before we enter 
into programs with the country. ; 

Mr, Rinmcorr. Mr. Bennett askel if there were any questions on 
tho contract. I wonder if it. would be proper to ask a question now? 

Chairman Riciarps. If you want to ask any questions on the con- 
tract, ask them now. 

Mr. Ristoorr. This is the uniform contract 

Dr. Bennerr. That is right. : 

Mr, Rincon: Havo you signed exactly the same contract with every 
countr 

Dr. Bennett. rarely thesame. Thero is very little varixtion. 

Mr. Riuoorr. That is all. | 

Mr. Voarrs. Is there a provision in the contract for payment of a 
fair share of the cost of the program by the country f 

Dr. Bennert. Yes, sir. 

Mr. Vorys. Do you remember whers that is! 

Dr. Bennett. I will underlinoit: “The Government of India ajrrees 
to bear a fair share, as may be mutually a upon, of the cost of 
technical assistance programs and projects. 

That is in every contract. 

Mr, Crirrreierp, Percentages run different for different countries? 

Dr. Bennezt, Different for different countries, but in the main the 
minimum is 50-50. In many of the countries it is far more than that; 
I mean, the percentage of the host country is greater than that. 

Mr. Vonvs. That is the minimum for the recipient country-— 

Dr. Bennerr. Fifty percent. But take Brazil, for example, In 
their health program—Mr, Iverson is mere my recollection is we have 
$2 technicians in Brazil, and there must be 2,000 Brazilian technicians 
7 wy health program, would you not think, Mr. Iversonf You have 

e figures. 

Mr. Iverson. Yes, And on the funds, Dr. Bennett, the last year, 


1950, the program contribution to the health and sanitation program 


by the United States was $215,000, and the program contribution b 
e Government of Brazil was $5,912,000, . 2 
, . Mr. Chairman, after we get these programs 
started, the tendency is for the host countries’ contributions to increase 
and ours to go down; is that not right 
Dr. Bennarr. That.is right, t is exactly like a grub stake in the 
old West, where you would stake a man to go out into the mining area 
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and sfter he meses hie And he pays you back tenfold. That is what 


it amounts to. ) 3 ub stak : 
Mr, Curezrriip. But they do not pay us back generally with an 
increase like that. 


Dy. Benyert. Tho benefits are immeasurable. 
Mr, ERFIELD. To us 
- Dr. Bennerr. The denefits, of course, are hard to—. 

Chairman Rrionars. The old grub staker used to get 50 percent of 
what you found? . 

Dr. Bennett, That is right. I know of an example of that in 
Miami, Okla., where an old groceryman became a very rich man by 
grub staking a miner who was picking around with a jack in the area 
of Joplin, Mo 

Choirman Ricuarps, You think if we strike gold we may get rich 
ourselves! 

Dr. Bennett. I would say wo have much to gain, and the amount 
we are putting up is quite small. by ote 

Anyway, the procedure is along this line, first, the contract, and 
then individual projects, and the operation ns, Jt provides under 
the act for training programs and technical programs, Tho term 
“technical programs” means programs for the international inter- 
change of technical knowledge and skills, Such activities may include 
training projects that serve the purpose of promoting the development 
of economic resources and productive capacities of underdoveloped 


areas. 

During the fiscal year 1951, we have mado 862 training grants. 
More than ne of these trainees are serving their training in agri- 
culture, health and educatign. 

Chairman Ricnarps. Mr. Chiperfield. 

Mr, Curerrtrip. How do you select your personnel? 

Dr. Bennett. To go into the program? 

Mr, hdecalies es, 

Dr. Bennerr. The personnel is selected on this basis: The act pro- 
vides that we shall operate with the agencies of Government. I will 
read the provision: 

ape President Ia authorized to plan, undertake, admintster, and execute 
bilateral cooperation programs carried on by any United States Government 
agencies. The Presideut may allocate to any United States Government agency 


part of any appropriation avallable for carrylng out the purpoeca of this 
the. For purposes of promoting the ¢ffective implementation of the act, the 


a 
tl 
héads of all departments and agencies, t participation of which fs requested by 
the Secretary of Staté, are hereby authorized and directed to provide for such 
participation in the maximum extent consistent with Jaw. 

‘The procedure which we followed has been along this line: For 
example, Lebanon calls on us for an agreement to make a water survey 
of the country, which is in ¢hat country largely the Litani River 


project. 

Pate we call on the Department of the Interior, with its great 
division of skilled help already at its disposal, and 10 men are chosen 
to go. These 16 njen from the Reclamation Servicé have made and are 
indking the survey on the Litan] project. That is one type of co- 
operation. | 

OPE. ‘Crtearretp, Do you select personnel outside of Government 
agéndies? ¢ ee bay } es » ¢? Tt. ' es ani as ao e 

Dr. Bennett. Yes, sir. 
, 
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Mr. Cutrerrirep. Do you have a personnel man who is in charge 
of your selection? 

r, Bennetr. Yes, sir. 

Mr. Crirervietn. Who is he? 

Dr. Bennetr. Mark Gordon. ; 

Mr, Cusrerrieto. That is all, Mr. Chairman. ; 

Dr. Bennett. I would be glad to pursue the procedures which wo 
have used in selecting personnel, ; 

Mr. Cuirerrieo. That is sufficient, as far as I am concerned. 

Dr. Bennerr. The project, once it is determined, we follow through 
in that fashion. After my appointment, I visited many of these 
countries, and came to the conclusion that the biggest need which 
they have in all of the underdeveloped areas is to increase the food 
production. ; . . 

I discovered, for example, that in Latin America overy country 
in Latin America is dependent on imports for its food, with, the 
exception of the Argentine. Consequently, wo are stressing agricul- 
tural programs first. 

A majority of the people in the underdeveloped areas of the world, 
in fact 90 percent of them, are on the farms. The farming methods 
are quite primitive, going all the way Trom the simplest type of 
wooden plow and tho hoe, which is a crooked stick, up to the most 
simple of our modern equipment. 

Consequently, it has occurred to me and my associates that ono 
of the biggest. contributions we can make in technical assistance is to 
begin with agriculture in all of these countries. 

Consequently, wo are strengthening the agricultural program every- 
where woe have the opportunity. I was last week in Ethiopia, where 
the government has requested assistance in agriculture. I visited the 
great agricultural areas of Ethiopia. It is one of the most promis- 
ing of all the underdeveloped areas from the standpoint of its ability 
to produce. 

There we are, with the Government, setting up an agriculture train- 
jng program to begin with. It is the desire of the Emperor to take 
their small agricultural training school and bring in the boys from all 
over Ethiopia to increase their knowledge of plant life and animal life. 

With tho agencies there now we are now setting up, first, an agri- 
cultural program. Paralleling it will be a program in education; in 
like fashion, a public health program. 

In Egypt, where I likewise have been within the last 10 days, our 
prograin is following the same line: agriculture, education, health, 
and sanitation. 

To show you how the program works, where all the agencies of 
our Government bring to bear the great technical experience which is 
ours, take the case of Ethiopia, which has potentially as fine land and 
as ta productive area as you find anywhere in the equatorial areas 
of tho world, located high, with an altitude running from 5,000 to 8,000 
feet, the great plateau. 

They have no roads; in fact, most of the interior of Afrcia has 
never had the wheel. As you go through the country you are amazed 
at the fact that the highways are practically nonexistent. The World 
Bank has made a loan for the building of a road which will begin 
at Gimma, which is 160 or 170 miles southwest of the capital and will 
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extend through the capital and on down to the coast to the newly 
granted facility in Eritrea, the port of Assab, on the Red Sea, 

This loan was made and it is a relatively small one, involving only 
a few million dollars, Tho Ethiopian Government is putting up two 
or three times as much as the loan from the World Bank, but tho 
Bureau of Public Roads is furnishing tho director who wilt supervise 
the building of this great road which gives them for tho first time an 
outlet to the sea. 

_From Israel comes a request for someone to come and go over their 
highway system. They built about 2,000 kilometers of surface road. 
Tho traffic has increased and they are having somo difficulty with 
certain sections, . 

This director from Ethiopia went over for 2 weeks and, with tho 
engineers working on it, studied the roads and en the basis of that 
made his recommendation as to what they need. ‘They need two 
men—one soils engineer with a small mobile soils laboratory, and one 
structural engineer. 

So the service of this man from the Bureau of Public Roads is not 
ony making it possible for Ethiopia to have a reliable highway built 
with the funds at their disposal, added to tho funds made available 
by the World Bank, but in addition it is possible for the neighbor- 
ing countries to get technical counsel at the lowest possiblo cost. 

Ve have operated on that basis. In like fashion provision is made 
in the act for using privato facilities as well as public. Wo have 
entered into agreement with a number of the land-grant colleges of 
the country to furnish cooperation and assistance. : 

For example, we have called on the colleges of Utah to aid in the 
Iranian program. Dr. Harris, who is there directing the program, 
hasa growing number of Assistants coming to him from the colleges 
of Utah, agriculture from the land-grant college, and doctors and 
nurses from the University of Utah, and other aides and technicians 
fron the Brigham Young University. ’ 

These people will work there as s unit under contract. In like 
fashion we have entered into agreement with the University of Beirut 
fora rogram of training these young peoplo in the immediate area 
of the Middle East, and from East Africa. 

It can be done much legs expensively thero by merely adding a fow 
technicians to the staff of the American Univorsity of Beirut, which 
has been in continuous existence for more than years, and whiere 
ile les dermnlp in the Middle Kast and in East Africa has largely been 
trained. 

I spent more than a week in this visit in Ethiopia in the company 
of the Minister of Agriculture. When we discussed this plan he gave 
it hearty approval and said that he himself was 4 graduate of tho 
Aniericen niversity of Beirut. So we are following along tho plan 
of training. 

The truth is that the whole program is in the main a training pro- 

gram. The big need in every underdeveloped area is for a retiable, 
trained, local leadership, and consequently wo are secking as best we 
can to encourage this type of training. 
_ In other words, Mr. Holmes, who appeared before you at. the hear- 
ing the other day, and who is in the room now, has said that tho need 
of India is for 50,000 young men who aro trained in the agricultural 
production and procedures. 
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That. doesn't mean necessarily 4 years in college, but it docs mean 

dually assembling from the native population of those countries 
tho ablest and best young men whom we can find available, and b 
short courses and intensive training train them to carry on the wor 
in their own country on somewhat tho basis of the county agents in 
out own country, and following somewhat the samo procedures. 

It took us betwoen 25 and 40 years in this country to develop an 
extension service, agricultural and home cconomics. With this ac- 
cumulated experiance we can quickly train people in the centers of 
those countries with whom we cooperate. 

I think, Mr. Chairman, that is about the statement that I would like 
to make. We are less than a yer old. We are operating in 32 coun- 
tries. Weare cooperating with the agentes of governnent, and as the 
law provides for coordination of all existing technical cooperation 
programs and those that may hereafter be created, we have tried to 
carry out that provision of the law with some measure of success, I 
think, and in addition to that wo have had the wise judgment and 
the tony experience of the United States Departments of Agriculture, 
Commerve, Interior, and all the rest conpetat in with usin way that 
makes it possible for us to bring the whole impact of the experience 
of our Nation to bear quickly in those nations with whom wo are co- 
operating. 

Chairman Ricaarns, Thank you, Dr. Bennett. 

Mr. Chipertiold ¢ 

Mr. Cuirerrinco. How do you integrate the point 4 program in Cen- 
tral and South America, for example, with the ITAA program? 

Dr. Bennett. I havo a statement on that that I would tike to filo 
if agreeable. 

Chairman Ricitarns. How long is the statement f 

Dr. Bennett. ‘Two pages. 

Chairman Ricuarns, Without objection, that will bo filed at this 

vont, 
(Tho report was filed in tho record at this point :) 


Rowe o tuk TEAA in ths Point 4 Prooraw in Latin Awerica 


Under the act Cor Internalfonal Development, the Administrator of the teebnil- 
cal covperation program has been give responsibility “to coordinate and direct 
exlating and new technical cooperation progratus.” 

There were two oxisting technical cooperation programs tn Latin America 
when the act war pasend. One was the progratw of the Inattute of Inler-Amer- 
ican Affairs, The other was the scientific and cultural cooperation program 
belag caricd out under Public Law 402. These programs have beeu continued 
in It under the policy diceetion uf the Technical Cooperation Administration 


TCA). 

The IAA activitles which became a part of point 4 Involved an expenditure of 
approximately $5,000,000 per annum. The institute has been operating compre 
hensive country proxrains in the three Achis of health and xanitation, education, 
and fool supply. During 1851 I have authorisad vl rae of a number of (ho 
institute's going programs. In additlon, [ have allovated to ft funds for the 
tnitlatlon of four new porgrams in education, three in health, and three in food 
ring ir Tho HAA now has a total of 10 country programs In education, 17 in 
health and sanitation, and 7 tn food supply. 

Of the $11,300,000 authorized for projects in Latin America during 1961, 
$8,826,000 was mad eavailable to the ITAA. The retaining $2,747,000 was used 
primarily for the continuation and expansion of projects which nad been carried 
on previously by participating United States Governnent agencies under Public 
Law 472. About 00 percent of this amount ($1,459,000) was allocated to tho 
United States Department of Agriculture and the remalaing 40 percent went 
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primartiy to the Departments of the Intertor, Commerce, Labor, and to the Fed- 
hs Mey Apenes. 

Phe Department of Agriculture is responsible to TCA for rubber development 
work:in 10 Latin-American countries and is undertaking agricultural resegrch 
work in abont a dozeu countries. For example, it is working on kenaf in 
Cuba, eco In the Dominican Republic, forestry in Panama, and projects.in 
oe Columbia. In a few instances some work has been done by the 
United Department of Agriculture also in agricultural extension in coun- 
tries where there are no LIAA food-supply programs. : . 

The Commerce Pergrineat has been asked to undertake projects in a number 
of countries In civil aviation, highways, etic surveys, and technical standards. 
The Interior Department's projects are in irrigation, mineral resources, fisheries, 
and geological investigations. The Federal Security Agency has a few projects 
under way In specialised fields of health. ; 
. Thus far there has been no special orggnization set up within each Latin- 
Awerican country to superrise all the point 4 activities under way {5 the country: 
Coordination and superrision haré been accompl!shed through the chtef econom' 
officer at the diplomatic mission. Steps are now being taken, however, to estab- 
lish In each country a Director of Technical Cooperation who will be under the 

1 i arpa of the Chief of Misslon and who will be responsible to TCA 

‘or supervising and directing all point 4 activitles in the country and for closely 
coordinating them with the multilateral programs. 

I feel that we are fortunate in having made an excellent beginning in Latin 
America. The servicio device derel by the 3IAA Involving jolot organiza- 
tlone within the structure of the host government, joint contributions (o program 
funds, and strong emphasis on the tralning and use of local personnel, Is one of 
the most effectlre mechanisms yet dereloped for carrying on technical coopera- 
tion activities, I belleve we should expand this operation In Latin America and 
sore full advantage of this experlence in organizing our work in the Eastern 

em, . 

I propoge to bring the headquarters organizafion of the IIAA in Washington 
{nto closer organizational relationship with TCA in the interest of economy and 
efficiency and In order to take fullest advantage of its experience in the admidis- 
tration of the entire point 4 program. Howerer, I am in favor of retaining the 
eee entity of the ITAA, ‘utilizing it as an operating arm for administration 
) program. ; 

It ts not possible to state definitely at this time what portion of the $18,000,000 
requested for bilateral programs {n Jatin Amerita In 1952 will be utillzed through 
the JIAA, This will depend upon actual program requests from the governments 
concerned and upon negotiations to be undertaken when funds become available. 
It appears ble, however, that from two-thirds to three-fourths of the total 
Latin-American program in 1052 will be administered through the corporation, 

Mr. Currrrririp. Do you feel there was a duplication of effort in 
those two programs? _ ae : 

Dr. Bennett. No, sir. I think this: That the institute has carried 
on since its inception an excellent program I found it so. We have 
cooperated together, Mfr. Iverson is here. I think he would be the 
best judge. He could answer that question if we have had conflict. 

Mr. Curerrrtetp. Do you happen to know offhand what percent 
is point 4 in South and Central America and what percentage is ITAA, 
a3 ing asked under this bill? - . 

Dr. Bennerr. The institute program in the bill which we have, 
under which we are operating now, out of 35 000,000, 5,000,000 was for 
the ITAA, We added to t at—I mean voluntarily, after consulta- 
tion with Mr. Iverson and visiting to the field—we added to the pro- 
gram of the institute $2,740,000 in round numbers. 

There is no conflict. In fact there is the closest cooperation and 
coordination, | te aoe lt 

Mr. Cutrgaririy, Thank pew very much, Mr. Chairman. 

- Dr. Bennern. I will sr this with the % mittee. 

Chairtan Ricirarbd. If you al} could hot get along together, what 
Would happen? Who would decide the differences? 


/ 
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Dr. Bennerr. I cannot conceive of how there would be conflict 
because it is all one program, working hand in hand. In other words, 
the whole concept isthe same. We are working jointly. 

Chairman Riciarps. Mr. Gordon? 

Mr. Gorpon. No questions. 

Chairman Ricuarps. Mr, Vorys? | ; 

Mr. Vornys. Dr. Bennett, you mentioned 32 countries. 

Dr. Bennett. Yes, sir. , 

Mr. Vorys. In your printed statement it mentions 36 countries. I 
wondered about that. F 

Dr. Bennest. You see, we were authorized to coordinate the exist- 
ing programs which were then geing on. Under Public Law 402 
there were programps in Burma, El Salvador, Guatemala, Thailand, 
and Venezuela. We have no point 4 agreements, but there were pro- 
grams going on at the time this act was created which we took over 
and have carried on for this year. 

Mr. Vorys. What act were they under 

Dr. Bennett. This was under the—— 

Mr. Vorys. Information and exchangef 

Dr. Bennett. This old law, I forget the number. Public Law 402. 
I forget the title. It is the so-called scientified and cultural coopera- 
tion. Smith-Mundt. 

Mr, Vorys. Is India under that one? 

Dr. Bennett. No, sir. Yt is under separate point 4 agreement, 

Mr. Vorys. The Smith-Mundt exchange propsame= are tices car- 
tried on beparately from your programm now 

Dr. Bennerr. We were authorized to carry on the programs which 
were then in operation. 

Mr. Vorys. But. since then. The appropriations for the ITAA 
information and educational exchange program—— 

Dr. Benner. It is still going on. 

Mr. Vorys. That is for exchange of persons? 

Dr. Bennerr. Yes, sir. 

Mr. Vorys. That is suits an extensive program there. Do you 
have anything to do with that or does that & on parallel to youl. 

Dr, Bennetr, Will you answer that, Mr. Gordon? 

Mr. Marx Gorpon. That program is still going on. The same peo- 

le in the field screen candidates de training in the United States, 
th under point 4 and under Smith-Mundt. In other words, there is 
coordination both in the field and back here in Washington. 

Our perots, people we bring to the United States for training, 
normally are in specific fields such: as in agriculture, rather than being 
brought to the United States for general education. They are being 
brought for specific occupational training in a particular field. ~ 

Mr, Vorys. Who is the coordinator? 

_ Mr, MfArK Gorvon. In each embassy the public affairs officer and 
his staff does the screening of candidates nominated by the host gov- 
ernment. The point 4 representative on the economic staff sits with 
them in determining which ones to nominate to Washington for point 4 
training awards. 

Mr. Vorys. Can you tell me how much point 4, or technical coopera- 
tion, there isin ECA? Do you coordinate that? 

Dr. Bennett. No, sir. 
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Mr. Vorys. That is separate? * 

Mr, Benner. That is right. 

Mr. Vorys. For instance, we have an item to teach European coun- 
tries more about promucHion. 

Dr. Bennetr. That is under ECA. 

Mr. Vorys, And ECA has an exchange of persons, too? 

Dr. Bennerr. That is right. 

Mr, Vorys. Do you know anybody who knows where we could find 
out how much meney and how many different people are being ex- 
changed in these three programs? 

Dr, Bennerr. We can furnish information on our own. 

Mr. Marx Gornon. We can on our own and Smith-Mundt. 

Dr. Bennett. We will be glad to file that with you. We can do that 
shortly. 

Mr. Vorys. I wonder if you were planning to file a summary of it, 
of the various programs. 

. For instance, you are quite familiar with Mr. Holmes’ program. 
He is very enthusiastic about it. 

Dr, Bennerr. Yes, sir. 

Mr, Vorys. We find there are about three or four programs going on 
in India. I wonder if you had hero available just a list of what the 
programs are, a brief description of them, and of the people involved, 
classified either by countries or by various activities, 

Dr. Bennerr. I will be glad to file such a statement with the secre- 
tary of the committee. , 

Chatrman Ricwarps. Do you want that for the record, Mr. Voryst 

Mr. Vorya, I just want it forme. I don’t know whether you want 
it for the record or not. 

Chairman Ricuarps. Dd you want to incorporate it in the record 
or ag an individual report? 

Mr. Ristcorr. I would like to have that information myself. I 
thinkitshould beinthe record. | 

Mr. Vorys. Going over our hearings, when you say “file it for the 
record,” there is a place in the record “The material is as follows,” 
and it {s not there. 

Chairman Ricwarps. I think that would be valuable information 
for the members of the committee, 
~ Mr, Vorys. I would like to see it before it is printed uD 
‘ Mr. Rustoorr.'I do not mind a copy going direct to Mr. Vorys as 
one ee eventually I can have it myself. I do not want to bypass the 

entleman. 
s Mr, Javtrs. Are we sure that there will be included not only Smith- 
Mundi and TCA, but anything that the Departments in any country 
in éxchanges of pereonnel and technical assistance? 

Mr. Votys. Can you get that or do you know anybody in Govern- 
ment who can get that for us 

Dr. Bennett. We can try. We can surely furnish it for TCA and 
for Smith-Mundt. 

. Mr. Vorra. Is there somebody from TCA who can get it? 
tr. Coorzy. Yes, sir’; we can get it. 
, Mr. Vorrs. Are there others besides those threef 


Keiiy, United Nations, - a 


Mr. Vorys. Can we got that? : 
Dr. Benner. That will be included in TCA. 
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Mr. Javits. And the Departinents? 
Mrs. Kerry. Why can we not get it from the Stato Department? 
Mr. Vorys. I would like to see it. I imagine the committee would. 
Dr. Bennerr. If you would like I will make the effort to get the 
material for you. 
Mr. Vorys. Thank you. ; 
Dr, Bennett. I cannot guarantee complete delivery but I will be 
certain to furnish you a part of it, and I will do that promptly. 
Chairman Ricuarps. That will be inserted in the record if there 
ie rece datormati ted dix, p. 1573.) 
or information requested see appendix, p. ; 
Gretrman Ricwarps, Mr. Battlog 
Mr. Barris. No questions. 
Chairman RicHakps. Mr. Smith! 
Mr. Smrrn. Dr. Bennett, can you furnish for the committee a 
breakdown of personnel f 
Dr. Bennett, Yes, sir. 
Rr Smit. And if there is any contemplated date, we would like 
that. 
Dr. Bennett. Thank you. : 
Mr. Sstirtz, I request the chairman to have that information placed 
in the record at this point. 
Chairman Ricuarps, If there is no objection that will be inserted 
in the record. 
(The information requested is as follows :) 
DEPARTMENT OF STATE, 
Washington, August 1, 1951. 
Hon. Jawes P, Ricttaros, . 
Chairman, Commitice on Forcign Affairs, House of Represcniativces. 


My Dean Me. Ricwarps: I am pleased to furnish the atlached statement 
showing a breakdown of point 4 personnel as of June 30, 1951. This statement 
was requested for the record by Hon. Lawrence H. Smith on Monday, July 30, 
during the hearings on the Mutual Security Program. 

I have sent a copy of this statement directly to Congressman Smith for his 
personal information. 

You will note that the breakdown shows a substantial number of persons em- 
ployed in Washington at the present time. This has been necessary during the 
firat year of point 4 operation because of the complex job of program planning 
and adrotnistrative planning, the need for developing training programs In the 
United States for forelgn nattonals, and the large amount of negotiation neces- 
sary with private organizations of many kinds in order to lay the foundation 
for long-term cooperation with them, I have looked into this matter very 
carefully and I am hopeful now that we can derelop our fleld programs as 
projected In the 1952 Pin ea before your committee with relatively little increase 
in our Washington staff. 

Sincerely yours, 
Henay GO. BENNETT, , 
Administrator, Technical Cooperation Administration. 


Barakpown or Point 4 PERSONNEL 


On June 30, 1051, 1,467 persons were at work, paid from funds appropriated 
to finance title 1V of Public Law 635. This total includes a!l field personnel and 
Washington personnel of the Department of State, including TCA and the In- 
ue of Inter-American Affairs, and of the cooperating departments and 
agencies, 

There were 684 technicians at work on foreign assignments, including 233 
people employed by private contractors, the balance belng employed by the 
several technical agencles cooperating in the fleld operations of the program. 
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An additional 200 program technicians were employed in the United States 
cnereed In rendering various suporting technical, advisory, and consultative 
services for those who were working abroad and in rendering technical as- 
sistance to foteign representatives directly. . 

There were also 164 local employees working In the fleld, including local 
technical and professional personnel}. 

There were 410 people in Washington engaged in executive, administrative, 
planning, fiscal, and reporting activittes. Ineluded in this total were full-time 
and part-time employees, approximately the equivalent of 54 full-time workers, 
engaged in operating the foreign-trainee program. 

A tabulation of field personnel by country {s given elsewhere in the record 
along with the list of point 4 projects now under way. 

Mr, Surru. As I understand your statement, in effect what we are 
attempting to do in this legislation is to furnish technical assistance 
to the so-called underdeveloped areas throughout the wortd. From 
that are we to understand that these countries are not in position finan- 
cially to finance the hiring of technicians on their own account? 

Dr. Bennett. In the main that is true. 

Mr, Suiru. The amount is not so very great? 

Dr. Bennett. No, sir. 

Mr, Sarria, That surprises me when you say that they are not able 
fe take care of a technical-assistance program of this kind. Wo can 

uy brains any place, can’t wef Certainly they ought to be in a posi- 
tion to.do the same t ing. 

Dr. Bennett. Tho difticulty, of course, I think, is in organization. 
You take, for example, in most of the underdeveloped areas, you could 
name any of these with whom we work, you will find illiteracy is high, 
the national income is quite low, and the whole concept is to build up 
the economy of the country. 

Take Ethiopia. I refer to it only because it is fresh on my mind. 
In Ethiopia the country has been shut off from the world. The 
majority of the people are in poverty, they are illiterate, the national 
income is low, and the need of the country is so great for education, for 
health and sanitation, and for the improvement of agricultural produc- 
tion per acre, and likewise for each man who works the soil, and that 
is true in Bolivia; it is true in Paraguay; it istruein India. I know 
of none of the countries with whom we have entered into agreements 
that that is not the case, where the countries themselves are poor from 
the standpoint of the individuals and from the standpoint of the gov- 
ernments likewise. 

Mr, Cueerrizip. Will the gentleman yield? 

Mr. Surrn. Yes. 

Mr. Crtrerrizip. In these programs you go down to such detail. 
T have ue beforeme. You are going to furnish in one picarae 
there five fleld hoes and six garden hoes. vd could buy five field hoes 
or six gardén hoes without going clear over fo America and bringing 
them from here. It seems so to me, at least. What have you to say 
about that? 

, Dr. Bennerr. Of course, as Mr. Holmes pointed out to you in his 
testimony about the plows for India, you-must see, something better 
before you know better. I have been in the fields in Ethiopia within 
the last 10 days where boys were down on their knees with a crooked 
stick with two littlé points on it like that, of metal, hoeing the ground. 

I have been out in the fields where they were plowing, jut this last 

week, where they were plowing with a crooked limb and with just a 


| 
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straight piece on it. In fact, I got out in the field and tried to plow 
with one myself. 

If any of you have ever undertaken a difficult job, you try that—a 
couple of bullocks with a primitive yoke pulling a crooked limb to 
scratch the ground with a crooked plow and a straight stick to hold 


it by. 

The point is that you have to make a beginning. You have to begin 
where they are and use what they have. It is hard for us, gentlemen, 
to realize. It is difficult for any of us to realize the gradual evolution 
that has come in agricultural equipment in our own country. It is 
hard for us to know that it just comes step by step. You do not go 
by a single bound. The program is just one of leading them along as 
fast. as they can go. 

Mr. Ssuitu. We are looking to the improvement of the economic 
status of these people, are we not t 

Dr. Bennett. That is right. 

Mr. Sairu. We were doing the same thing under the Marshall plan. 
We poured billions of dollars into Euroy iting back to an old 
theme of mine now—yet we find that we actually have not been raising 
the standard of living in Europe very much; notwithstanding, we are 
going to pour a like number of billions in this program with the same 

nd of result we were getting there? 

Dr. Bennert. This is quite a small program. I think you might 
say it is a shirt-sleeves, grass-roots program. The amount of money 
which we have had is negligible. We are beginning at the bottom, 
where the people are, with the simplest things we know. 

For example, most of the wheat of the world is harvested with a 
ttle sickle, the hand sickle the length of this gavel, with people on 
their knees, It has been demonstrated that you can straighten that 
out into a straight blade, put a handle on it and let a man stand up and 
he can do eight times as much work. 

Why they have not thought of it themselves, I do not know. But 
we must remember that the wheel has never found its way into cen- 
tral Africa, as yet. You can go anywhere in the Far Fast or the 
Near East and you find the bullock still furnishes the draft power. 

The procedures are practically the same all over these underde- 
veloped countries, with the most simple things. ‘The program which 
is point 4 is not an expensive program. It is just a plain grass-roots 

rogram beginning where the majority of people are. They are 

armers, 

Mr. Saurru. Is there any termination date in this bill on this 
program . 
Dr. Bennett. The program itself, we work ourselves out of busi- 
ness in a comparatively short time. 

Mr. Ssrit1z, How long a period do you think a short time is? 

Dr. Bennett. Frankly, the point-4 program was set up as a simple 
program to share with these people the advances which we have made. 

he presumption is that as they develop we ourselves gradually come 


out of the picture. That is the reason that I have said it is primarily 


a training program. 

When Mr. Holmes gets through with the training of his boys in 
India—and I think he told Pr he tofd me, that in a matter of 10 
years India should be a self-sufficient country instead of having to 

epend, as they have, on the outside in recent years. 
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Mr. Sarru. I hope you are right, Doctor, but I have a fear that it 
will be ad infinitym. a 
. Dr. Bsnneri. My own concept is that if we share the knowledge 
which-we have, teach men to start with what they have, and use it 
and produce more—you cannot have more if you do not produce more, 
and I have been dealing with farm situations throughout the years. . 
I have been in the extension program practically since its beginning 
in this country. 

I do not see anybody here who has lived since long before the turn 
of the century. I know one man in the room who was here when the 
century turned ; 50 years ago in this country we certainly had a primi- 
tive agriculture, som pareirey: 

The Georgia stock, the bull-tongue plow, and the bull sweep, the 
old-time blue Kelly turning plow, the simple tools we had, we were 
able to cultivate 25 or 40 acres of land. 

Mr. Smrru. How did we get out of it? 

Dr. Bennerr. We got out of it just step by step. That is the thing 
we are trying to do with these people, not bounce them from where 
they are, or vault them, but carry them by easy steps. 

Mr. Suarra. Who carried us 

Dr. Bennett. The fact of the matter is that our roads in this 
country were built by borrowed money from Europe—I mean our 
railrogds—and that was the beginning of transportation. The pio- 
neor spirit carried us along, of course. The financing of the Ameri- 
can operation could not have been carried on with the great transpor- 
tation system which opened up the great agricultural areas by our 
own fundsalone, ~~ : 

In fact, it has been just slow evolution. We can wait on that for 
the other countries, but they are the best customers we have. They 
furnish us practically half of the imports which we have of raw mate- 
rials, They will take from us over 50 percent of all our exports. 

The truth is that right now we are beginning; take a little country 
like Liberia, where we are working. Iron ore is coming from Liberia 
to this country right now to add to our needs. They are producing 
rubber in great quantities. They are producing cocoa. 

The fact is it is good business to develop our customers and our 
associates and allies in the free world, and this program is a part 
of the effort of our Government to share our technical skill and our 
scientific knowledge with them. In fact, in the last 50 years more 
p has been made in the science and technology than had been 

6 in previous hundreds of years, but unfortunately the advances 
were made in @ limited area, a part of Western Europe, the United 
States and Canada, and Australia. 

The result is that we have this accumulated knowledge of how to 
produce more. We have to begin with the land. That is where the 
new wealth all comes from, either in the form of minerals, oil and gas 
‘and the ee or primarily. from this OP soil from which we take our 
crops. And the only way these under-developed areas can have more 
is to produce more. 

., Phat meang to produce more for each measure of land. It means 

produce more for each pair of hands.: .And-that is the only way 

hey can have more. Since they aré our customers, our friends, they 
import from us ‘and they export to us.. 4 > A 


i 


; 
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We are dependent upon them and they are dependent upon us. ‘The 
average income in these areas is less than $100 per year. To illus- 
trate, we are trying to get capital to go into these countries. We have 
encouraged the investment of capital there. But when you go into 
a country where they have, as they do in these countries in Africa, 
millions of cattle, and consequently millions of hides, when we encour- 
aged a man to put in a shoe factory, tanning the hides and making 
the shoes there, he was very enthusiastic. But when a survey was 
made and he discovered that the average income was only $70, he said 
that would be putting the cart before the horse. Let’s wait a little 
while until the income of the people comes up. . 

That is what we are trying to do, to increase the productive power 
of the underdeveloped countries and to increase the productive power 
of each pair of hands on the farms of these countries, and in that 
fashion we think that progress can be made. 

They cannot do it themselves. 

Mr. Suary. Thank you. 

Chairman Ricuarps. Mr. Carnahan? 

Mr. Carnauan, No questions. 

Chairman Riciarps. Dr. Judd? 

Mr. Jupp. Dr. Bennett, the thing ebout your testimony that pleases 
me most is that obviously you understand what this committee had 
in mind when it prepared and backed the Technical Cooperation Act. 
Your emphasis on craining and sharing of know-how, and the ve 
things that have made possible here the remarkable development whic 
the gentleman from Wisconsin has referred to, is precisely what we 
wanted this program to do, and you obviously understand it. 

I notice that you say that your projects provide for the employment 
of over 1,200 technicians. | 

Dr. Bennett. That is right. 

Mr. Jupp. That is American technicians? 

Dr. Bennett. That is American technicians. 

Mr. Jupp. Are you contemplating the hiring of qualified personnel 
in the countries themselves? That is, here is a boy from Abyssini 
Iran, China, or some other place, who has been trained in the Uni 
States. Ho is just as good as an American trained in the same univer- 
sity. In some respects better, because he knows the people and the 
language and people of his own country. Are you contemplati 
hiring such a man in your program or having him used by the loca 
government in cooperation with you? 

Dr. Bennerr. They will be taken care of by the local government 
and cooperate with the American technicians. . 

Mr. Jupp. Then you will not be hiring people exvept Americans 

Dr, Bennerr. That is right. 

Mr. Jupp. Is your greatest shortage American money or is it the 
right kind of technicians and personnel? 

r. Bennett. Frankly, the universities of the country have coop- 
erated with us. The land-grant colleges of America have p! 
themselves to help in the program. . I have met with the deans of the 
land-grant colleges and have their assurance of cooperation. The 
are-cooperating with making men available. - In fact, we are build- 
ing up this t pool of personnel. It looks difficult and it looks 
like it would be robbing the country, but it is not. Every univer- 
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sity and college in the United States is making a small curtailment 
in personnel due to’ the decline of enrollment, which is slight, on 
account of the draft and on account of the graduation of so many of 
the boys who have begn benefited under the GI bill of rights. Ihave 
been ‘assured the cooperation of President Fred, of the University of 
Wisconsin, for example; of the State colleges of every State in the 
Union. TI have met with them in a body as they wore here in Wash- 
ington. ‘ , 

{r. Jupp, Are you familiar with the work that Cornell University 
started more than 30 years ago in connection with the University of 
Nanking, whereby Dr. Love and Dr. Meyers and some other agri- 
cultural experts would go to the University of Nanking for a year at 
f time in exchange for some Chinese professors who came and taught 

nCornellf = ° 

Dr. Bennett, Yes, sir. 

Mr. Jupp. You are planning projects of that sort? 

Dr, Bennest. Exactly. That isa demonstrated method. 

Mr. Jupp. Those agricultural research and education projects dur- 
ing the last three or four decades have done most of the groundwork 
developed the basic information, sorted out the best techniques and 
discarded the others. You can now use this basic information to 
move ahead at a much accelerated rate. Is that not true? 

Dr. Bennerr. Exactly. That is exactly correct. 

Mr. Joop. Do you find this: That when 7 set ont to produce more 

ood the people have to have better health 

Dr. Bennerr. Exactly, That is the reason that we are trying to 
build up. these projects jointly, In Feypt, for example, the proj- 
ects are being built in this fashion: They are doing it themselves, 
their own money. They have three programs in one. They cau be 
found like in every county seat building a rough V-shape. On the 
left, agriculture, In the center, education. On the right, health, 

I think one of the most impressive things that I have ever seen 
in my life is in the delta of Fay t. They have a local culpice who 
has worked out a monument of three young women, one holding the 
cornucopia, production one holding the open book, education; and 
one hol ingt iis insignia of the physician, age old, on the right. ese 
three are there in front. It is a beautiful piece of statuary. Then, 
right back of them, are these three buildings joined together in one: 

poanctlon, agriculture, education and health. ‘They go hand in 

and. 
. Iam not so certain that these peasants in t have not out of 
their cooperation come up with an idea that ought to be a world-wide 
concept, They have to go gener: 
- Mr. Jupp. But it was not those peasants who had discovered that. 
The foreign mission boards learned that longago. ‘They originally set 
‘out to try to save souls, They found they could not save any souls 
until the bodies were in better condition. And they could not pet 
that without better-education. Furthermére, they discoveréd another 
ntep was necessary. - Yolt do not get much better education and better 
health and better food prediction until you have better local govern- 
ment and community organization. ‘Irrigation, for example, dapends 
Upon community decisions a8 to pow the water is going to be divided 
. ! at 5 - 


and whoto the dikes are to be but 
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Health also depends a lot upon better local government and work- 
ing together to handle communicable diseases and inspection of food 
and milk and so forth. So that a fourfold program dealing with 
the whole man and the whole community inevitably follows start- 
ing out on any one of these courses. In the last analysis, the answer 
to the question of why did we make such progress here arid other 
countries didn’t, lies in the basic philosophies of the government. 

I read that a preacher was kicked out the other day because he said 
America had to share its wealth with the world. Now, if sharin 
the wealth of America would solve other people’s problems, I woul 
be in favor of it. But it cannot. What they need Is the secret of our 
wealth and health—why our people have created it and so many others 
have not. The secret is the philosophy of government and life and 
social organization that provailed here—the right of the individual 
as against that of the family, the clan, the class, or the state. 

I congratulate you on the exposition that you have given us. I 
think this program in the long run carries greater hope for the kind 
of world wo all want to live in, than all the rest put together. They 
~~) in fact, all holding operations to give you a chance to do your 
job. 
_ Dr. Bennett. Thank you. That is my feeling exactly. I appre- 
ciate your statement. 

Mr. Gorvon (presiding). Mr. Ribicoff? 

Mr. Ristcorr. Do these technicians live with the people in the 
country, or do they set themselves apart with a group of Americans 
or a group of westerners? 

Dr. Bennett. They live with the people. The whole concept of our 
approach is this: ‘That you cannot come to say “Listen to me, listen 
to me,” but you must come with an approach of “Let’s ay this, it has 
worked somewhere, and try it together.’ Mr. Holmes, who appeared 
before you, lives with the people, works with the people. He does not 
ask them to do anything that he will not do himself, That is the 
biggest trouble that you have with the young people who have been 

ucated from foreign countries and sent to this country for‘ educa- 
tion, rather, in our schools, Most of them want a black-coat job when 
ny get back . 

t has been most difficult to get the educated man out in the fields 
doing the work. They want to tell somebody how to do it. Conse- 
quently, in the indoctrination course which we give those who go out 

rom here, in this period of a month they spend together, we try to 
stress the very point that you have in mind. They have to live with 
and work with the people on a common level of equality. If you 
cannot do it you cannot effectively carry out the concept of point 4. 

Mr. Risicorr. You are to be congratulated because I think this can 
be one of the greniest influences to be contributed by the United States. 
Do you also find in going out to the land-grant colleges, to get them 
to enlits some of the graduates, that they are enthusiastic to go out in 
the world and participate? 

Dr. Bennett, They want to do it. I was at the University of 
Wisconsin about 8 weeks ago. I spent 3 dave (here; They came to 
me and I talked to thé young people. The Department of Agricul- 
ture met with the faculty and with the president. They want to go. 
Here is what they are insisting: Do not make us wait until we have 
had long years of experience. Let us go and serve an internship, just 
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like. a doctor does, and we will work for the cost of our es if you 


wi u let Jot us £0. 

An a group of 10 or 12 of the most com up of 
pion th vier have met anywhere, who solicited an eee for the 
opportunity. 

r. Rupicorr. The chances are that if the United States started 
out A that pro pro Program yo you could enlist untdld thousands of young people 

the United so that type of work, could you not? 

r. BENNETT, © es, sir, 
; Mr. Rratcorr. Do you know of any better way to combat commu- 
nism than fo send our young one who are enthusiastic, as pioneers in 
other countries, to work et her people and to show what Ameri- 
cans are like and what Americans can really do to help other people 
in ue world! 

man oat I cannot conceive of anything which would mean 

sore ‘in th battle for the hearts and minds of men. I cannot con- 
ceive of, anything which would mean more to help us win this battle 


of ho 
Pi 1OOFF. So ‘this is a program that should be encouraged that 
would not cost us very much money to do. 
r. BENNETT. It is country prices. 

Mr: Ristoorr. You got | these agreements going with approximately 
the 32 countries now. ou for much publicity about these = 
ments! Is there. mich ta ut it in'the countries, in the 
countries themselves! _ 

Dr. Benner. Yes, sit. The fact of the matter is that in Egypt last 
week when I got there they carried me to the Embassy. We had a news 
conference with 30 representatives of the press We spent 2 hours to- 

ey ne ‘wanting to talk about the program and its implica- 
fg ng, an whet i t could do and vit it is doing. en we got through, 
gypti y Broadcastin f System wanted me to go down and broad- 
deal abo about F Point and how it will nouersie in Egypt, over the 
sar ptisn. fing System, which I d 
mean ‘that | : the kind of response we get everywhere. The peo 
are enthusiastic every where, in Latin America, in the Middle East, e pe 
eoeen Taijiale Gpiik. they atonal 
{BIQOFF: ’s take Syria. ey sort of turn ou own. 
Bennetr. They turned us down—they postponed it, they 
ehels it for the reason that there was difficulty at the moment with 
ior neig bors, anit d firing was on—not heavy, but there was difficult 

they re vat Be ¢ Government was about to change. y 

sour fuient ‘is t at Syria which is the only one of the middle eastern 
fries ‘remainin withéut a contract, and Yemen—and by the way, 
is ig int trom all indications; I think that will come in 


hf tat 

' teat ue R or: Be Gant to soli you on your work and your 

Be onde Poste ‘Thank you. = a een | 

_ Chairman. Rro ARDS. r, Fulton, any questions 

: ut A ee ri the Chitiese ny git being educated’ in valle 
utiti gee; When thé time comes to’a close when 

: me nde nes hi # thelr ea}ionin nal ‘program, what happens 

ris ia pes rislation they. ‘are left pretty 
i derstand tof hem. have how turn med Com; 
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munists and gone back to Communist China. Would it help you to 
have that program now moved over under your supervision in point 4 
so that those students could be in ted in this economic missionary 
work that you are interested inf In leaving these students flounder, 
they go off the end and there is nothing for them to do. 

ome of them felt that they had to go back to China and become 
Communists to get by. If wo were just training Communist techni- 
cians in that program, some of us would not have voted for it. My 
question is, could you integrate that program, which is a separate 
program, under this point 4 program f 


Dr. Bennetr. You mean use the Chinese to train technicians? I. 


think from the standpoint of national policy some program should 
be worked out to use them because as you point out they cannot go home 
unless they embrace this philosophy of communism. I think national 
policy would demand that some program be worked out for them, 

Mr. Funton. Can you work it out within the four corners of the 

licy that you are administering? We would like to have something 

ike that worked out with you, because in concluding this other educa- 
tional program, finishing brings these students to a dead end, and we 
are very quickly coming to it. . 

Dr, Bennett. I know many of the Chinese students, Ihave taught 
them for the last 30 years, I mean some of them, from the various pro- 
prams, from the funds from the Boxer endowment, and they are 

igh-class people who hava come to us. They are the cream of the 
crop. I would be glad to undertake it. Iam certain of this: From 
the standpoint of national policy, we can’t afford to just turn them 
back. We cannot afford to do it from the standpoint of national 
policy as I view it. 

Mr. Futton. Could you come up to this committee with a suggestion 
of how these Chinese students could bs fitted under the point 4 pro- 
gram, with a recommendation as to typet 
' Dr, Bennett, I will be glad to discuss it with my associates and 
come back to the committee with our judgment. 

Mr. Furton. Thank you. 

Mr. Gorpon. Mr. Burleson? 

Mr. Burreson. I have no questions, thank you. 

Mr. Gorpon. Mr. Javits? 

Mr, Javirs. I want to join my colleagues and commend you on a 
fine elucidation of your position and what seems to be the rudiments of 
anexcellent job, I think your figures need straightening out. They 
are clear as to the $4 million which would go out of the Latin Ameri- 
can program to the Organization of American States, and to the United 
Nations, but not clear with respect to what will go to the United Na- 
tions out of title 2 the Near East, and title 3, Asia. There apparently 
the amounts which are earmarked for the UN would come out of indi- 
vidual country allocations. __ 

I do not want to take your time or mine now extracting that from 
the list of country allocations we have, I think we should have that 
furnished for the record. 7 . 

Dr. Bennerr, Representatives of the United Nations are here. I 
think that that can bedone. We will be glad to do that. . 

Mr. Javits. So that we will know what countries’ allocations con- 


tain the United Nations allocations. 
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(The material referred to is as follows:) . 
It {6 anticipated that a small part of the technical assistance proposed under 
@ Mutual Security Program will be furnished through multilateral agencies. 


e plan to make available to the Organization of American States $1,000,000 
nd fo the United Nations and the speclalized agencies an amount not to exceed 


$3,744,000 and title ILE (Asta and the Pacific) by $4,014,000. The amount of 
$4,000,000 fot multilateral programs in Latin America is already shown sepa- 


rately... . 

al program proposed for title Il then would be reduced to 
stay ooo nad tor title Il to $267,586,000. ‘The estlmated distribution of these 
amouhts by country is being furnished to the committee separately. 

The countty dlatribution of amounts to be allocated for multilaterial prograws 
will be determined by the UN and specialized agencies in connection with their 
total program plans. 

The distribution of technical assistance fands among the UN and the specialized 
agencies at the present time is determined by the UN Economie and Social 
Connell on which the United States [s represented. 

Mr, Javrre, Aro we taking all the young people now that are really 
needed overseas, or are we not? 

Dr. Beknerr. You mean are we sending as many overseas as we 
should? 

Mr, Javrre. Right. 

Dr, Bennert. No, sirs and the only reason for that is that it takes 
90 days for clearance. We just have not been able to clear them fast 
enough to meet the demand. 

Mr, Javits. We have a bigger demand than we are supplying! 

Dr, Banter . A far greater demand than we are able to supply 
u a 

Ptr, Javits. Do Fou have a money problent 

Dr. Bennett. So far we have gotten on very well. We have tried 
to live within our budget. We have sought to follow the will of Con- 
gress in the handling of these funds. 

Mr. Javrre. When I say do you have a money impediment, I mean 
are you refraining froni sending people to staff these programs be- 
cause you do not have the money . 

Di. Bennerr, Not yet; no,sir. We have had enough, so far. 

_ Mr. Javrre Do you see enough in this program. hat we are dis- 
cussing now 60 that you can meet as much of the demand as the me- 
chanical facilities will allow, that is, clearance, et cetera? 

Dr. Bennett. Yes, sir. With the money that is provided for in 
this act we can meet the réquirements. . 

Mr. JAvirs. Is there dhy impediment in training facilities; are you 
deficient in thosat . 

Dr. Benner. No, sir. We are getting on very well thete. We 
havé hdd thé codperation of the Atnericé colleges and universities, 
Many of them dre taking students, yoil knidw, without any cost at all, 
ahat is, they are offerin ellowships for students hére ahd there. 

heté is & groat amhount Gf that. far we have beet all right. 

Mr. Javits. Whién d foreign cdtintry desinés & tebhnitian which it is 
willing to pay for; dd you have ahy Way of tectuiting sich techilicians? 

. BENNETT, Yes, sir; we are ablé td do that. 
Mr, Javire, You run a recruitment program? 
/ 
a 


, 
; / ' 


Dears 


THE MUTUAL SECURITY PROGRAM 1457 


Dr. Bennetr. Yes,sir. Wo are building up—what we are building 
is a pool of trained people, and getting them cleared by the FBI, so 
that they are cligible to serve under the provisions of the act. 

Mr, Javits. I was asking another question, Doctor. I was asking 
in the cases where the foreign country wishes an American technician 
and is willing to pay for him, will you lielp them find onet 

Dr. Bennert. Yes, sir. 

Mr. Javits. And will you do that? 

Dr. Bennett. Yes, sir. We are doing that. | 

Mr, Javits. Will you give us a forecast which will show us how 
many people you will have engaged, and in broad categories what 
they will be doing, by June 30, 1952, if we give you the money that 
you are asking for under this bill? ; 

Dr, Bennett. I will be glad to. We wil! be glad to assemble that 
and put it in the record at this point if agreeable. . 

Mr. Javits. Do you not consider that an important thing for us to 
consider it? 

Dr, Bennett. I certainly do. You ought to know and you are 
entitled to know it. : ; 

Mr. Javits. You are making a substantial expansion of this pro- 


m. 
Dr. Bennett. That is true. 
(The information referred to is as follows:) 


The following estimates have been made of the number of United States 
techniclans required by June 30, 1952, to work abroad under the economic phase 
of the Mutual Security Program proposed In titles H, EI, and IV, comers 

smbder 0 


Field of activily: Technictans 
Jolnt commissions and econonife surveys...-----..------------------ 
Agriculture, forestry, and fisherles.-..-..---. 

Education and tnformation._....--...-....-... 
Health ard sanitatlon.--...-...----........... 
Industry and labor.........--...---..-....---- 
Transport and communicatlons....-...--...---- 
Mineral resources....-...-.--.-.---......--.-- 
Water resources and other public works 


Government administration and technical services.......-..........- 170 
Total scssee etc oes eck eee cc ecceccsicsesteseseslcoosete 8... 2, 788 


The above estimates include techniclans to be employed through contracts with 
private organizations and technicians to be employed by the UN and {ts spe- 
clalized agencies with funds made avallable from this program. The estimates 
include techniclans to be employed by the ECA as well as by TOA for work in 
these regions. : 

Personnel required for the ECA European program (title I) are not included. 

In addition to requirements for United States technicians abroad personnel 
will be needed in the fleld and in Washington for program planning, direction, 
and administration, for training programs to train foreign nationals, and for 
general wouk suct{ as budget and accounting, procurement of supplies and equ!p- 
ment, recrultment, and traiping of personne], and for reporting services. For that 
part of the economle program proposed to be administered by the Technical 
Cooperation Administration, we estimate a total of not more than persons 
will be needed for these purposes by June 30, 1952. 


Mr. Javits. Do you find a dearth of capital in these countries, ma- 
terially retarding t 
Dr. Bennerr. You mean capital? 
r. JAVITS, Yes; investment capital. 


Dr. Bennett, Yes, sir; absolutely. 


he opportunities which you folks are opening up? 


oe 
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Mr, Javits. Can re give us any figures on that which will show 
us what we ought to be doing about it? How the dearth of investment 
capital is hampering the activities, the fruition of point 4, and also is 
it a dearth of indigenous capital or a dearth of outside capital, and, 
if so, what are the proportions and so on? I think we ought to have 
some analysis of that so we know what to do on the rest of the bill. 
There is no use in. giving them the finest technical service and then 
find they cannot do anything wih it, 
__ Dr, Bennett. That is right. I will give you two or three illustra- 
tions of what we are doing. For example, in Ethiopia—excuse me 
for talking about the last one first; I have just come from there—this 
is my second trip there—they had no insurance company, so they have 
organized an insurance company with their own capital, The result 
is that with a little support from the outside taking a part of the 
stock, they are beginning to build up an insurance company of their 
own which, as you know in this country, has been one of the great 
scurees of pulling together the local savings of the people. That is 


0. 1, 
Another thing, they.have no packing plant, yet they have millions 
of cattle. I would say between 10 and 15 million head of cattle on 
the range. I have never seen so many cattle. And by the way, they 
are in good shape. It is fine grassland. They have millions of sheep, 
millions of goats, poultry peerely by the hundreds of thousands. You 
meet men coming down the road. Out of Dire Daw we met a group 
of about 10 men coming to market. They had a pole across their 
shoulders and they had 12 live chickens on each end of the pole, but 
no packing plants, no facilities for killing and storing their meats. 
Consequently, you can buy a steer in Ethiopia for practically the 
rice of his hide, because the hide is the only thing that has value. 
hey kill meat only to eat, today. They have no way of carrying it 
over, - 
- The Emperor is very anxious to have a packing plant in. We are 
trying to encourage people to come in who will survey and bring 
oe into the country for a packing plant. They have everything. 

‘Then goffee; I think the finest coffee that I have ever seen is in 
Ethiopia. That is where it originated. It is wonderful. But their 
cleaning facilities are crude and quite limited. They need a technician 
to come and show them how to process and put it on the market in 
the best fashion. With the price of coffee over the world, we are 
trying to induce private capital to go in and belp them there. 

at Lam getting at is that they need capital from the outside, and 
they need to build up conta within their own countries and make it 
available together. ‘That is true all over there. 

Mr, Javrre. Will po give us a memo giving us facts and figures 
on that, especially eading to any support or lack of it on Nelson 
Rockefellers reconimendation for an international economic develop- 
mor jee the Wen meee dc th t. I think td be i 
: r, Bennetr, I wijl be glad to do tha nk you would in- 

terested in the fact t at the World Bank is backing these govern- 
ments in an agricultural industrial development bank. They gre fur- 
nishing a part of the capital. For example, they will put up, $1 mil- 
lion, say, of the capital of a $8 million bank, and/they will furnish 
the management. at is what they have done in Ethiopia and two 
or three other countries to which I have been, which is a move in the 


e* # 


i f 


rae 
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direction which Mr. Rockefeller had in mind. Itisa crude beginning, 
but itisa beginning. We willfurnishthat. 

fFer the information referred to, see appendix, p. 1576.) 

hairman Rictarps. Mr. Hays? ; : 

Mr, Hays. Dr. Bennett, with reference to the previous questions, 
as I recall it, there was the same type of objection raised when Dr. 
Seaman Knapp, Walter Hines Page, and others proposed the Agricul- 
tural Extension Service for our own country, that is, a feeling that the 
farmers “had to do it themselves”; that there was nothing that the 
Government could do. Is that a fair statement? 

Dr. Bennett. Yes, sir. It has taken us between 25 and 40 years to 
get the extension system going. I knew Dr. Knapp and his associ- 
ates, and I had working with me until they died two of the pioneer 
county agents of the United States. The fact of the matter is that 
I have been identified with the movement almost from its beginning. 
I have associated with men who set up the Extension Service in tho 
United States, It is new. It took us years and years and P binly to 
get the farmers to be willing to accept the skill which came from the 
outside, and then it was only through the chambers of commerce, the 
women’s clubs, and the like, that we were ever able to get the home 
demonstration work started in the counties of the United States. 

Now there is not a county in the United States, so far as I know, 
where we do not have an agricultural agent and a county agent—a 
home demonstration agent—as a minimum, and in most of them 
several, Their work has transformed agricultural production, farm 
life, throughout the Nation. It was a hard job to get the little sums 
that we had with which the work was begun. 

Mr. Hays. Is there some significance in the fact that the two most 
important agricultural programs undertaken by the Federal Gov- 
ernment—that is the Morrill Act of 1862 and the Extension Service 
pomun in 1915 when World War I was under way—is there some sig- 
nificance in the fact that both of those programs were begun under the 
tensions of a war situation? It may be that the people were then 
aware of their dependency on agriculture, of the need of a new look 
you migat say, on the basic productiveness of the Nation. I wondered 
if there might not be some connection. 

Dr. Bennett. I think there is connection. 

Mr. Hays, I do not want to press that parallel too much. But as 
we look at the world situation with the needs of millions of people 
for education and skill, it seems logical. Also we have a parallel 
in the farm-security program which was taken over by the Farmer's 
Home Administration and which continues as a loan program, soundly 
privileg farmers with knowledge in the simple ski 

8 that a fair example? 

Dr. Bennett, It isa fair example. And it has paid a hundredfold. 

Mr. Hays. Yes. As a matter of fact, the pepayment record of 
Farmer's Home excels the repayment record of RFC. That is not 
known generally, 

airman Riciarvs, Mr. Herter? 

r Dr. Bennett, would you turn to page 4 of your pre- 
pared statement? I would like to ask you a few questions in con- 
nection with your method of organization and administration. 


pr Me but the initial work was a matter of upping the under- 
a 


s of agriculture. 
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In that statement you indicate that the amount of money that you 
have allocated to different agencies of the Government, some 20 agen- 
cies of the Government Spproximately: does that mean that when you 
secure an expert from the partment of Agriculture or Commerce or 
Interior, or one of these many agents of Government, that you turn 
over from your funds the money to that agency to pay the salary of 

_ that individual? 

Dr. Bennett, That is right. 

r. Herter. Then when that individual reports, does he report 
both to you and to that agency? 

Dr. Bennett. Yes, sir; jointly. We direct this work through them. 
We ep account through them. 

Mr. Herren. When you direct your work through them, it means 
that they have to set up in their own department some kind of staff 
that in turn is going to direct him and receive his reports and take 
care of the accounts, and so onf ; 

Dr, Bennett. The thing about it is that in Agriculture you see the 
divisions are already set up. Likewise in interior. It is a simple 
procedure. There is no duplication of effort there. It is just the 
mechanics. The bill contemplated in its wording, as we understood 
it—-and I took it as a directive, and frankly, it 1s a procedure that 
brings us this great background of experience of these agencies of 
the Government. 

Mr. Herter. I am not criticizing it one way or another. 

Dr. Bennerr, You want to know if it is duplicating the cost? 

Mr. Herren. That and also the fact that point 4 technical assistance 
is being administered in a great many other countries not by you but 
by the ECA under an entirely different plan of organization. In other 
words, wherever the ECA has a mission I understand they handlo 
the Technical Assistance program, and out of their own funds not 
out of this appropriation. ere every employee is an ECA aide, 
whether he originally came from the Department of Agriculture or 
nots He is an ECA employee and is an integral part of the organi- 
zation. 

From your figures you peat of the State Department’s share in this 
under the titlé “Bilateral Program,” $7 million. I assume under 
your program here, that you were recruiting from some source or 
other. 

_ Dr. Bennett. That is right. 

Mr. Herrer, Is Mr. Holmes on your payroll? 

Dr. Bennetr. Yes, sir, 

Mr. Herter. You recruited him directly? 

Dr. Bennert. Yes, sir. 

Mr. Herter. When he returned from Indiat 

Dr, Bennert. We recruited him, and through the Department of 
Agriculture. 

(tr, Herrzr., They recommended him to youf 

Dr. Benner, That is right. : 

Mr, Herrer. He is not on the Department of Agriculture payroll? 

Dr. Bennett. He is paid out of point 4 funds which we have allo- 
cated to the Deparment of Agriculture tq carry out a specific job. 
That is & part of our payroll. 

‘Mr, Henren. A man working right next to him might be on the 
Department of Agriculture payrol ' 


: / ' 
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Dr. Benner. If we borrowed them for a time, yes. But they are 
point 4 employees, just the same as when they are on our pay Ih, 

Mr, Herren. Mr. Holmes and this gentleman from the Department 
of Agriculture, when they come to report to Washington do they 
npr to you primarily? 

r. Bennett. Yes, sir. 

Mr, Herter. But at the same time isn’t there in the Department of 

Aapeulture somebody else who is following all that? 
r. Bennett. That is right. : 

Mr. Herter. In other words, you have really set up an international 
agency in each one of these departments with staff members abroad ? 

Dr. Bennett. It was already set up. We merely utilized it. 

Mr. Herrer. It could not have been set up in all these agencies. 
The Department of Labor, for example, you have $350,000 there. 
Do they have an international branch? 

Dr. Bennett, They have an international organization. 

Mr, Herrer. For the ILOt 

Dr, Bennerr. That is right. 

Mr. Herrer. Going on to the Bureau of the Budget, Housing and 
Home Finance Agency, Federal Communications Commission, De- 
partment of the Army, Post Office Department, Federal Power Com- 
mission, Department of the Treasury and so on, most of those you 
just take a single technician from? 

Dr, Bennett. That is right. Or we send maybe somebody there for 
training. 

Mr. — But if this means a considerable amount, would it not 
soon mean that every agency of Government will have a foreign depart- 
ment of its own? 

Dr. Benner. We do not try to set up departments where they do 
not exist. The Department of Agriculture has had its Division of 
Foreign Agriculture for years, at least 10 years or more. I have 
known of it that long. We merely are availing ourselves of their 
experience and their operation under the law was to be coordinated 
with us. 

For example, the research in rubber, which is carried on in most of 
i.e tropical countries. We take that program over, you see, as part 
of our program, because it is vital to the welfare of our own Nation 
as well as to the economy of the nations involved. - 

Mr. Herrer. At the moment this point 4 program for technical 
assistance is split between the two agencies, and there have been sug- 

estions made here during the course of the testimony that there 
should be a single agency to operate the entire thing. Do you want to 
comment on that? _ 

Dr. Bennett, Of course, you would expect me to have an opinion o 
it. It is a matter which has been referred to the National Security 
Council for recommendation to the President. In the light of that 
I would rather withhold any statement that I might make. 

Mr. Herren. We are ina rather difficult position. We have had a 
great deal of testimony from Mr. Rockefeller. We haye had the Gray 
report, the Brows Institution report, a t many witnesses 
recommending a single agency. I understand the executive branch of 
the Government had that report for 6 months and could not reach an 
agreement on it, - . 

It is difficult to find the answer in a period of a week or so. 


85708—-51-——-98 
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. Dr. Bennert. I should say, that offhand theoretically it would be 
wonderful if you only had one agency with which to deal, Practically 
there are some things that do not mix so well. The point 4 program 

as setup with a certain objective. That objective was to bring or to 
share with the underdeveloped areas of the world the advances in 
science and technology which we have made. 

I think had it not been for the emergency which came about by 


at up with a concept which is quite simple, and understandable, and 
hirect,:: ; 


severely criticized last year when I cut the amount down by $10 allen, 


be ample for.the first 9 months of operation, at least as much as you 
f the program. 


san interchange, When. a, request, comes, to us from a country, we 
le with them and they. wi 


In other words, we have kept that close check. ‘That was the reason 


culture from and Agticulture.Organization, and a like re- 
qilest, Bled with us. . If we did not }ave pat provision then we might 


ge ahead. and:expedite it, and.so could the other. Then we would 


Mrs, KRELLY< ft any nation gives technical assistance to a country, 
dot hey tie up that contract with their. trade treaty structure in any 
wa 7 


monvyealth a gee multilatera) agencies of the United Nations that 
¥9 haye meh aWVe haye met no agreements, bilaterally, from the other 
MALLONB BA YOe s+, uly fi pipocivg bole gee yao eb 

‘MT, BLY. ‘Will you insist, it. you do,'that you:see the contract 


a GEA at oy 200 eile. ade ype det a ae 
. BrB tate ig primarily the Colombo plan of the British Com- 
n 


of-that nationf . 


ela te oan do hotesr eile thar. 
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Dr. Bennett. Yes, indeed, that is the reason that this is here. That 
is what we contemplate, to prevent duplication and to be certain that 
the assistance we render is not just one of a multiple group that is 
coming. 

Mrs. Keity. Thank you. 

Mr. Burreson (presiding). Mrs. Bolton? I do not believe that you 
have had an opportunity to question Dr. Bennett. 

Mrs. Boron, Thank you. Tam deeply sorry that I had to be at 
the Capitot and missed the beginning of your testimony. I have one 
or two questions. 

Is there a list that we might haye of the many programs undertaken 
by point 4 in the different countries? 

r. Bennett. Yes. That list will be fited as part of the record, 

(The information referred to is as follows:) 


DEPARTMENT OF STATE, 
; Washington, August 1, 1951. 
Hon. Jaues P. Ricitagps, 
Chairman, Committce on Forcign Affaire, House of Representatives. 

My Dear Mr Ricutagps: During the hearings on the point 4 program before 
your committee on Monday, July 30, the Honorable Frances P. Bolton requested 
a list of all of the point 4 programs undertaken in the different ibaa iad in 
countries. Attached is such a list for insertion fn the record. Thls list consists 
of two parts. The first part shows flelds of activity {In which projects are under 
way in each country, the cooperating United States Government agency, and the 
number of experts at work in the country. The second part {s a list of projects 
we have undertaken by entering {nto contracts with private organizations, 

I have sent copies of this [Information directly to Mrs. Boltyn for her personal 
information, 

Sincerely yours, 
Hienry OG. BENNETT, 
Administrator, Technical Cooperation Administration. 


Point 4 fictd projects in opcration as of June $0, 1951 


. Country and field of activity Cooperating agency 


hanistan: Minerals and mining.............. 


Health and sanitation...........0.cccccseeel IAA. ccccsccccccccccccecccncesens 
ccucstice Vedeseceseeecuce wef LAA lc 


Bae eeesraateanesesstoaecasacer 


TAA ooo secs Sicececesiscedsecsses< 
oe partment of Interfor............ 
---| Department of Agrkultare. Z 


irs Cores) | ere ree errr rrrrrr rrr 


seme erassecsasecece eee 


per ak economle derelopment jolat com- 


Barms: Education............ccsscecssscseveee Federal Security Ageney.......... 
yo: Agricultural extension. 202002220002. Department of Agriculture eacaanes 
Health and sanltation...............0.cecees MAR ic eee Sin ieeelhes 
Food supply..... seoeenStececsuastccedexascse MAA oo liciescincenvednstoccuss 


§ Project carried on in United States (C: Park, Afd.). 
93 experts Abd I secretary cleared, now in Washington. 


ears Se a 


pwnene e wee 
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Potnt 4 fleld projects tn operation as of June $0, 1951—Continued 


Number of 
inthe fell 


Country and field of activity Cooperating agency 


steterecccencercccacace 


sign wSéehevssedisacaeedessuieses 
wevecesacee enecreees fesse. do... ater een 


Re rent ot 


See tay 


rernmen 
Cube: Kensal Aber deve 
Domlnican Republic: Edu 


Health ond sanitation... 


Tey pene cesesecfh 


vil avistlon.............0c.-ssseceee eet Depart ment Geriiecce xo (GAAS. 
‘ Raral improvement centers.......-.00-, era] Security Agency.......... 


Beem cceess 


meme essen scastncensoes 


Oustermaia:. : 
Hroalth and sanitathon..........cc-seeesseees 


LY Serer eeerreererrrrer rs 
ae e220. ssa c ese cene ress een seen sees 


Vol Agricuiture.....20. 


aith anda ray sisGwunteieuceueseces 


sa eesarcsceccensens 


UGH WAYS. 2... 222-0 neneesnenenresseanecees Department of Gommerce....2252. 
Sot Seacreneses Department of Interlor.......... oy 


amen eeeccsusescene 


DeJmimepe wmee eee Base 


impcoroment. 


os 
-— 
SD wrt ng mt 


wae] ETAA..cc00 00s 
“} Department of Lnterior 


wt ee tQOrcccccccasecrecee 


in 
finerals and m: 


ee QOecccesaacecosoccses 


Ld 20 bd OD ae OD 7 


Initia} phase completed; all Dat 2 technicians returning to United States end of June. 
t 


! = 


a4 


a 
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Potnt 4 fleld projects in operation as of June $0, 1951—Continued 


Country and fie of activity Cooperating agency 


Yeru 


Do 
1.1 Department of Agriculture - a eee: of Peer eres 
isherles .°.... 2202.22... Department of Interior Interfor....2.00.-..f DP plee 
eokeete inesslignioas do. 3 


drobote Investigations ................-.-..f2.., do... feosde AB Eeeves vices 


rricultural ¢ atensioi...........ss0s2s--.se) Department of Agriculture. eee 
secdl'h fa: ia: Ground water survey............ Depertment of Interfor............ 
Thang: 


Depal tons ment of poe errr) (MmnY 2 creer rs 
Security Agency.......... 


r 


,, Food d supply..... waite aise site's eobmcees esis soe 
Venerue! 
tran and sanitation ...............0..20cee WADA 2 iteccccecetescesteceagcacep |. COs eec cscs 


sacar wees me eeenereccaeneescccs 


: ‘Department of Agriculture... 


4 De OF pail Conmees Seas 
F reall Agrtnty.......... 


mate Department of 

Stalisthes osc. ccc cess see [nes AO ce sis cen cesses 
Government stiainwirstin and services....] Various agencies... ...... 
Agricultural statistics............. Sec cuwesiels De ment of here 

NEA Aeolecta: Public bealth........... Federal Socurity Agency. - 


rn nt na oe eo OD MOD ND 
a ee 


- 


Not aioe be DRONE Sos osc sida ods esde se Sco soewnes da leases nowean enous 


Contracts atcarded under the point § program to prirate contractors, fiecal 


year 195! 
Country and type of project Contracts ar sHest Sata 
Afghanistan: 
Technical edocation..........-....- ses cece eee c cece seeeens Afghanistan Institute of $12, 500 
Boliris: : 
Planning of the Cochabambde-Sants | Northwestern University, &, 800 
Rey ae ares ee rey 5 Sit June 31, 2961. : 
FS Geological surrey, topograph ¢ mapping...... sacelesicseces aiee Maras! How: 31, $3, 000 
General economie development eee severe racenseres Gibbs’ & lilo ie 7, 1981...) 100,000 
Services of experts to Rural University at Vicosa ta | Pardoe U alversity, June 77, 13, 
estension work in bome edonomics and rural bealtb, and 1081. _ 
ae extension met 
t of a reference library for United States [ Vanderbilt University, June 9, 200 
Ee “Fount A Sanat and preparation of coe 29, 1981. 
Sean ha baliates ned sencenscseeee] The Southwest 45,818 
Institute, June 28, 1951. 
British dependent territories: 
‘Advice and aaalstance to Antigua by Puerto Rican experts | Paerto Rico Pianping 4,200 
° on k low-cost cost housing. Board, June 90, 1951. 
Bote WORK CAOCALON. 00... cc cece ccee eect cece retesacceeeee American Association of P<] 
nite Schools of Social Work. ‘ 
Housing and community development.........-.c.ceees -»] Architects Collaborative, 15,000 
_ dane 13, 1951. 


ee ed 
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Contracts .atcarded under the potnt § programs ito private contractors, fAscal 
year 1951—Continued 


Ecu 


Esyph: 


Ind 


rant Industrial development.............0cccccceceeeceseceucees Armour + Rescasch | Institate.. 
Rural development..............0-+5. eenercansecccacaneces Neer East Foundation, Jan. 
DO... ccsseeencnecnccncescentaccencesesenecseuceees Near Fast Foundation, 
. Muay 2, 19851. 
Aerial spraying for locust control. ....... 2... eee eee seen eee ware Pattie Alriines, 
Reczulting specialists for rural [mprovement projects... ieee him Voune University, 


om 
re 


* 


Country and type of project 


Meghna study on 2 transportation problems: (0) the 

dredging and malntegance of a deep-water channel for 

the port of Guayaquil: and @) dredging of Botlvar Cana) 
and construction of @ port at San Lorenzo, 


errr eer eae m ween mem enmeeasnsereseusre 


ousing methods...... seneee eaenecee aeeeene se eeeeeseeneeee 


Grant to Athens College to broaden Its currieubum to give 
acided emphacts to vocations! skills and sctentifie studies, 
and to provide scholarships, 

Grant foe be astute in ouder to dreaden Its curriculum, 


1, poreoriie y negiccltu ural and mecbanical training; 
ected spraytog for locust control... .............068 aeeeeees 
Development of p of pians for the port of Kandla and town of 
geices at mae ne as 

of woman prok&sor to serve 
esse kt medicine at the Lady Hardinge Mate) and 


Ext of facilities of the Jamia Millis Islamia school 
Inet training rural workers. 


Tralaing of Iranian pllots In acris) spraying for locust 


coa 
Recruit specialists for rural improvremen jects In 
ration with ral Cale Young University ana Utah 
nae Asricultural 
improvement 


for rural 
with b Drigbam Young Te pred and aM 
“Rae fu 


Engineering........ se ceeneseacane eeesenes sesesaccesencoens 


1: 
Public heelih. 0 {se a medical teachlag mission in 
cooperation with WHO, 


Contractoe and date of 
award 


Kna: n Tippets Abbett 
Enginering Co, Mars. 5, 


Pan-American Union....... 


Arthur D, Little, Ine., June 
29,1951. 
Athens College, Msy 10, 


Thessalaka erfeuitarat 
and Re eat FInstitute, 
« May 15, 1951, 


U8. PA ad Alrtines, 
May 29, 1951. 

Adams, Howard, and Cree- 
ley, June 77, 1951. 
he C of Medicine of 
jhe University of 1llinols, 


World, student Service 


ULB Overseas Alrlines, 
Ju 


Utah State Agricultural 
College, June 26, 1961. 


Massachusetts Institute of 
Technology. 


Unitarian Service 
mittee, Ine.. May to 198! 


Water resources development . oo... cc ccece cee seeescenecees Knappen-Tippetts, Abbott 


vei pension Oo training facilities and faculty of American 
Unversity of Beirut to provide for training of nationals 
le East countries in public health, public admin- 

pies agriculture, and economics. 


Lideris: 


pension of curriculum of Booker Washington A 
canursl and Tadustris] 1 Inetlete ot Literia to Rodheds 
Latensive training in Helis of agricultural and mechanical 


Photogrammetic ros vat hata fr coed cthecti 
jg Ad ericulturel p 


** Commanity cerelopment and welfare program in rural 


Mexko: 
Study of agricultural education In Mezico........... seeeees 


Pakistsn: 
Pian for for, ifnualcipal Fate ii y distribution and sewage- 


metropolit sn ares. 


ring Co., June I, 


tet 


American “University of 
Belrut, Ape, 26, 1958. 


Booker Wash Inst 
tute oot Liberis, natin, Dee. 
ai, 1950. 


Aero Sctytce Corp., June 
2, 1951, , 


American Friends Serrice 
Committee, tne, June 
22, 1951. 


Texas A. & M. Coltege, 
June 2, 1951. Bese 


Harlvad Bartholomew & 
Associstes, June 30, 1051. 


Bap oehe kod a tmour Resesreh Tastitute 
Jeneasnes Genera} Ralway af 
Panams: . 
Study of problems of agricultural production...... davesses Univesity of Arkansas, Jan. 
/ 


ne 25, 1951. 
University of Utah, June 
20, 1051, ‘ 


an 


Amount of 
contract 


$10, 000 


3,932 
20,000 


130, 000 


150, 000 


ie 
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Contracts aicarded tinder the point 4 programa to private contractors, Ascal 
year 1951—Contlnued 


Country and type of project as lar ely dste of 

Yanama—Continued 

Exccutlon of cooperative agricultural development ........) University of Arkansas, 

May 10, 1951. 

Raudl Arabs: 

Acrisl photography for water development................ ae eneice Corp., Jan. 4, 
Byrtis: ° 

‘ Rural improvement through expansion of Foundation’s } Near East Foundation, 
exlsting program of village Improvernent actis thea. May 2, 1951. 


Regional, other American Republics: 
Survey of agricultural research Institutions in Latin Amer- | University of Minnesots. ... 
oe appropriate depositaries for agricultural pubtica- 


tions. 

Traintng 40 nationals of Latla-American countries in | New Mesico A. & M. Col- 
extension and farm and borne rnansgement supertision. ¢, June 27, 1951. 

Collection and study of maize fadigenous to Western | National Acolemy of &el- 
Hemisphere. ences, June 2, 1951. 

sie bod on plan for establishment and operation of a con- | Armour Research Fouml!s- 
struction materials demonstration and training center tion of Hlincts Institute 
in other American Republics. ot TeCHnOWEY, June 28, 


Study of savings programs In United States Institutions | Columbia Federal Savings 
with a view (o determining whkh woukd be most useful & Loan Assoctation, June 
In Tatin- American countries to promote the accumulsa- | 30, 1951. 
thon of private savings for economic development. 


Development of small industries ............002- ccc ences Arthur 1. Estthe, Inc....... 
Technical education 22.2... eee cece eee cee cn eee eneees Institute of International 
Regional; Ethlopla, Eritrea, and Lib aa 
aan 4 a, Eritrea, a: 
Preparation of handbooks on conditions in above countries | The Institate of Ethnie Af- 
for use of polat 4 personnel. fairs, Ine., June 25, 1951. 


World wide: 
Provision of practical work experience to foreign students | University of Denver, June 
under university supervision. 35, 1951. 
Vaiversity of Miaml, June 


, 195%. 
Unlversity of Marylaad, 
June 29, 1951. 

Study of a live of road smprovement in] The Intemational Road 
other countries; establishment of two pilot schools In Federation, June 22, 195}, 
Latin America for operrtors and mechanics of highway 
machinery; and vision for point 4 fellowships in 
United Slates bor bignway engineers. 

World land tenure conference a8 University of Wisconsin, | University of Wisconsin, 

and 12 months training program for prospective leaders June 25, 1951. 

{n agrarian reform problems. 

OMICUNCG oss ecu caseiccccessederesssccscscecestewecssss Uetrernty. of North Caro- 

a 


Mrs. Bouton. Thank you. May I at this moment ask you about 


Liberia and Libya. What are the programs now in force in Liberia? 


Dr. Bennett. In Liberia we have a widespread program which is 
a continuation of some that had been begun in the past, and new ones 
that have been added, Liberia likewise asked for a joint commission 
of Americans and Liberians to lay out the program for the develop- 
ment of the country. The program is comprehensive in agriculture, 
education, health, and sanitation, roads and harbors. It is a wide- 
spread program and one of the most satisfactory with which we are 

ealing just now, 

Mrs, Bouton. What about Libyat 

Dr. Bennerr. Libya is new. The program is just DeeOn ing, In 
Libya the problem of course is three-fold: first, agriculture. They 
are not producing enough to meet their needs. It isa country in deep 

verty. The need is water, and the plan is to survey the old Roman 
irrigation projects which were in use centuries ago and which we be- 
lieve can be restored. Itis water. 
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Then it is a matter of health and sanitation. There is much diffi- 
culty with eyes, trachoma, and the like. And then, of course, educa- 
tion, which is practically nonexistent in the country. A widespread 
program has been requested and is under study. We sent Mr. Hanson 
there along with Mr. Meier, from Mr. McGhee’s staff. They spent 
some days in Libya and have recommended a fairly comprehensive 
program which we hope to have in operation within the year. 

rs, Botton. Ih the water program in Iraq, does that also contem- 
plate reconstituting some of the ancient-—— 

Dr. Bennett. There was a time under the Roman Empire when 
the country maintained a population of 10,000,000 or 15,000,000 peo- 
yle in the triangle between the two great rivers. Engineering is bein 

one now, and a loan is being contemplated by the World Bank which 
looks hopeful. 

Mrs. Bouton. Is that loan only contemplatedt 

Dr. Bennett, I think it will be carried out within the year. It 
is my judgment. Mr. McGhee is here and knows better than I. That 
is my opinion. 

r. MoGues. The loan has been approved. The development 
board has been set up to carry it out. They are now waiting on final 
recommendations of the engineers in London. No actual earth has 
been moved. 

Mrs. Bouton. It seems that is the focal point in that central area. 

Dr. Bennerr. That is right. We have the same thing in central 
Arabia, below Jidda, for 200 or 300 miles, the remains of the old irri- 
pation system of the Romans abandoned with the fall of the Roman 

mpire. We have an engineer named Brown who is surveying these 
possibilities of reopening. If so, an area large enough to maintain 
a popweton as large again as now lives in Saudi Arabia can be irri- 
gated and cari become productive again. 

Mrs. Bouton. Those who were not very friendly to point 4 are 
saying to me, “Yes; we understand that point 4 is a very useful bit 
of mechanism for the Department, because they take all the worn- 
out people and send them out to the other countries”—as though we 
were not sending our best people. You would not credit that, would 
you 

Dr. Bennett. Not at all. 

Mrs, Bouton. May I then say that that is not so? 

Dr. Bennerr. You may say with certainty that that is not so. I 
will give you an example. I was in Bolivia, and there I met Dr. Win- 
fers, who is a graduate of Cornell in horticulture. I went with him 
to the experiment station which he is airedting. I think in any roster 
of men of science you would find his name, Ph. D. from Cornell with 
distinction. ‘The work which he is carrying on in the Alto Plano is 
one of the finest demonstrations and research projects that I have 
ever seen. At an altitude of between 12,000 and 13,000 feet, he is 
growing alfalfa, Siberian alfalfa. He is growing vetch. I lifted 

the vetch and saw it there as high as a:man’s head. Kentucky 
bluegrass. I saw yellow hop clover, the big variety, growing there on 
the demonstration plota Pe ae 
4 f livestock work 7 equally oot would say, at Dr. Minter 
would grace any department of agriculture.in any land-grant co 
inthe Gnited Blates. aria: : ai . i 


‘) 


Mrs, Bovron. You feel that he is a characteristic type? 
- ! : 
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Dr. Bennett. He is illustrative of the fact that we are not sending 
seconds, We are sending the best that we have. 

Mrs. Bouton. Thank you very much, Dr. Bennett. 

Dr. Bennet. I could give you illustrations without number. I 
could tell you about the agricultural representative in Peru who cer- 
tainly has done one of the outstanding jobs in the world. Jack Neale, 
one of the best county agents, practical, competent, all-around agricul- 
tural man, who has transformed agriculture in Peru, and who has the 
confidence of the Government to the nth degree. I could refer you 
to Dr. Gandy, who is in charge of the health program in Chile, one of 
the most competent men that I know in the medical profession any- 
where, and what {s said about him could be said about his counterpart 
in Brazil, a graduate of Johns Hopkins. 


He and his wife are both physicians, These people have the mis- . 


sionary spirit. They want to go. We are not having applications 
from the ofd and worn-out and decrepit. As I explained earlier, the 
young people who are just graduating are going to go. 

Mrs. Borron. Thank you, sir, very much. 

4 Mr. Borteson. Thank you, ‘Dr. Bennett. Are there other ques- 
ons 

Mr. Vorys. I have a couple of questions. Do you have anybody 
from Ohio State University 

Dr. Bennerr, Ohio State hasa number. We havea number of men 
from Ohio State University, and I was there just about a month ago, 
and spent 2 days there. We had a team—lI mean, we have had a 
recruiting team out there. He is helping us with Mr. Holmes. He 
has chosen two men that we have in process of clearance now, who 
nre two of the top-flight agents in Ohio. Mr. Holmes, I think, is here. 
He was here. 

Dr. Vorys. There are a couple of men from Ohio State on the com- 
mittee. 

Dr. Bennett. We had a team from Ohio State. I spent 2 days 
there with the president and his staff. 

Mr. Vorys. I noticed one of the large items among the depari- 
ments is the Federal Security Agency. I wonder what sort of tech- 
nical assistance they furnish. Is it education? ; 

Dr. Bennerr. Education and public health. . They come from that 


agency. 

Mr Vorys. In the Department of State, who is your boss? 

Dr. Bennett. Well, sir, I have never found out yet. Frankly, I 
think that I should clarify that statement. The Secretary of State 
is easily accessible. I see him every week. I meet with the assistant 
secretaries two or three times a week. The cooperation and good will 
which I found there has been most comforting. They have in effert 
given me the freedom of the lodge. I am not tied down, but I am 
working in effect as an independent agent, attached to the Department 
of State and having their full end w olehearted cooperation. I tatk 
with tho Undersecretary every week and frequently every day, calling 
him about problems that confront me, and I have had his and the 
Secretary’s wholehearted cooperation. I think in that question that 

ou would be interested in this: The Secretary of Agriculture, the 
retary of the Interior, the Secretary of Commerce, the Admin- 
istrator of the Federal Security Agency, all of them together, includ- 
ing the Librarian of Congress, straight through, have volunteered 


~ oer > 
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and are most helpful, and the impact of this great group of people 
and thelr agencies would make any program in the world successful 
if we just give it a chance. 

They have had the experience and they want to help, and they beliove 
in it. The President likewise has invited me from time to time and 
has kept check on the program, and is personally interested in its 
SUCCESS. 7 

Mr. Vorys. Just one more question. You have been asked about 
your views on puting point 4 under ECA, I wonder whether 
you would be willing to take on ECA and administer itt 

Dr. Banners. I think again I had botter pass. 

: me Burtxson (presiding). Are there any other questions? Dr, 
ude 
__ Mr. Jupp. T agree with you Dr. Bonnett, in what you said earlier 
that. it would be unwise, for example to use Indian technicians in 
India, or Ethiopian technicians in thopia beeause it is much bet- 
ter to have those trained mon employed by their own governments 
and putting down their roots in order to stay there, But would 
there be any firm or absolute prohibition against your using a special- 
ist, for example, who happened to. be of Indian ancestry but had 
mavticularly good qualifications in a given field, which were needed 
or 6 months or a year in Libya or South Africa? 

Dr. Benrvr, None at all, 

Mr, Jupp. You could, among your 1,200 technicians, hire non- 
Caucasians and non-Amoricans for particular jobs, could you not? 

“Dr. Banner, ‘Yes, sir. 
© Mr, dunn. T think that is wise because very frequently in most 
of the areas under consideration, ey will accopt advice from a per- 
son who is not a white man better than thoy will from us, TI find 
that in China people would say “Ho knows about white people's 
digenses, but I am Chinese; probable he doesn’t know what my in- 
aides are like. I don’t know whether a foreigner understands our 
Chinese diseases or not.” 

_ Dr, Banners J think that point is very woll taken and I am 
inaccord with it, 
yr. Jupp. Thank you, | 
i nae Furzon,- What function or functions do you have undor the 
4 

Dr, Bennerr, FAO and I work together, It was my privilege to 
bo a mombor of the Amorican dolegation whon FAO was set up. I 
ly ve been in close contact with it since thon, 

My, Javera. You correlate your programs? 

Dr, Bennarr. We work together. Dr. Dodd and I worked to- 
ethor for yours before he went with FAO and since he has been 
tho, Directoy General, Wo. have tho closest accord. In Ethiopia 
by, agreement the FAO is. pending the veterinary work in the ani-- 
mal diseases, All over Africa and all over Asin you havo rinder- 
post. It ia not of tho violont typo. We have to doal with it. Tho 
set up the laboratory which they directed at Addis Ababa. It is 
well adiministerad. 

Mr Javirs, You suggost that we continue the support of the FAO 
program wynder tha United Nations as woll- as the continuation of 


the paint IV-program which you administort | 


' 


J 
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- Dr, Bennett, I would. I would continue the help to these United 


Nations agencies muttilaterally and likewise to the Organization of 
American States. I would do that because I think it is good judg- 
ment. ° , 

Mr. Herter, In that connection, where you have $13,000,000 for 
multilateral agencies, how much did you allocate for FAOT 

Dr. Bennet, This year? 

Mr, Herter. Yee. 

Dr. Benner. $12,000,000 for the United Nations, and $1,000,000 
for the organization of American States, with this proviso: that the 
United Nations raise an additional $8,000,000, which would give them 
$20,000,000 for the muJtilateral agencies, and that would mean that 
you would double the activity of each of the agencies. You would 
double the activity practically. This percentage will not carry straight 
through. It will practically double the food and agriculture, world 
health, UNESCO. 

. Mr. Herrer. You did not make the determination as to how much 
of that money should go to FAO, ILO, and so forth? ’ 

' Dr, Bennett. No, sir, but I sat with them, we discussed it and they 
get 29 percent—29 percent goes to FAO, of the $20,000,000. 

Mr, Furton. Should that not be done directly by Congress when 
contributions are madet ; 

Dr, Benner. I would have no objection to it. The allocations 
however, are recommended by the UN Economic and Social Council 
on which the United States is represented. 

Mr, Furtron. Do you know that on the floor in the last few days 
there was an amendment passed limiting contributions to any interna- 
tional agencies to approximately one-third around 30 percent of the 
total budget? | 

Dr, Bennett. I know there was such an amendment. But I should 
tell you this: We allocated $12,000,000 with the understanding that it 
be paid when $8,000,000 had been paid in in proportion. Up to date 
we have paid on $e ,000. 

Mr. Funton. Would you then have us continue in this bill, indirect 
contributions through your point 4 agency to the United Nations 
agencies? | 

oor. Bennett. Yes; I would like to do that, because it will give us 
a better chance to gorrelate our work, in agriculture, in health, and 
in education and all these multilateral agencies. 

Mr. Forton.' I believe that you have made a good point, that they 
are excellent customers of.ours. In Pennsylvania, there is a saying 
that.a man who has bankrupt customers lives ina tumble-down house. 

Mr, Bennert. That is true. We were producing in 1940,-30 percent 
of the manufactured goods ‘of the world. At the end of 3 years frém 
the year we are in right now, we will be producing 50 percent df. the 
manufactured goods of.the world: That is not my figure, But it is 
reliable. There is a possibility of a great productive nation being 
smothered under the wealth of its own productioh, unless we can have 
outlets, And our little program is going to our friends and teaching 
them how to increase the earning power of each pair of hands. That 
is the only way you can increase the national income. That is the only 
way that youcandoit,: | ok oy 
. Mr. Burteson (presiding). Dr, Beunett, I assure you on behalf of 
the committee that we have not only enjoyed your informative discus- 


- on ae veto 8 pee 
Seta) Ae errata ae aera ” 


le ere re 


one he 


1472 THE, MUTUAL SECURITY PROGRAM 


sion but by your personality and by your statements you have en- 
gendered a great confidence in your work. We have all looked for- 
ward to having you here, and I know everyone has thoroughly .en- 


oyed it, 
Mrs, Boiron. You are just a breath of fresh air, Dr. Bennett, 

Dr, Benner. You are very kind. I have one question on the FBI 
investigation which delays us a little. We do not want to do away 
with it. We merely want a slight amendment to the present plan of 
operation. We cannot contract with a man until the FBI investi- 
gation has been completed and he is cleared, although he is just as 


good a citizen as any others. 
' Mr, Furson. If you have Mr. Hays sponsor an amendment I am 
eure it will go through. . 
Dr, Bennerr. This is already in the draft bill. It gives us an op- 


portunity to employ, as other agencies of Government have. This 
was just 8 little slip {n this bill which deters us from entering into a 
contract with a man until after the FBI has completed the investi- 
getion and he is certified to us. - . 
. Mra, Bovron. I understand that that puts you on the same basis 
asthe ECA. 
Dr, Bennett. That is all right. That is what wo want. 
This is my first appearance before a congressional committee. 
Mr. Surr. You are doing all right. . 
. _ Dr, Benner. I want to express my appreciation for the courtesy 
that you have extended tome. I had wondeted how it would be, You 
made it & easy and friendly that I want to express my personal 
appreciation. 
P r. Barriz. If you do as well after you get to be an expert as you 
did this time, you will be all right. 
Mr. Burzeson (presiding). The committee is a little allergic to ex- 
perts. You have disarmed us. 
Mr, Surrn. It is unfortunate that this was not an open session. 
Mr. Bynizeon (presiding). That occurred to me also during Dr. 
Bren stestimony. 
‘The’ committee will adjourn until 10 o'clock tomorrow morning. 
Whereupon, at 4: 43 Pe m. the committee adjourned, to reconvene at 
104. m., Tuesday, July 31, 1951. . 
: (The following were submitted for the record :) 
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‘NEA® RAST AND INDEPENDENT ATHICA 


Iam Henry G, Bennett, Administrator of the Technical Cooperation Admin- 
istrator in the Départment of State. fam responsible for the administration of 
the technical cqoperation or point 4 program which was authorized in the Act 
for: Internat(onal Development (tities IV, Pablic Law 585), enacted by the 
Congresa in June 1960 

"Jn September 1050 


t tr. ? yo 
the Congress made available appropriations totalin 
$34.500 out the purposes of this act. We have used these funds for 
technical cooperation programs in the Near Eaat and Africa, in Asia and in the 
Ametican Republica. The proposal which you now have before you would 
authorize the continuation and cxpansion of these existing point 4 activitles as 
one part of a comprehensive mutual security program. . 

I am golng to discuss today the present and p progranis in the Near 
Bast and riorth Africa.’ The tegton consists of Iran, the near-eastern Arab States 
of Syria, Iraq, Lebanon, Jordan, Egypt, Saudi Arabla, and Yemen, the State of 
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Israel, and the three states of Libya, Ethlopla, and Liberia in northern Africa. 
Later I will be back to talk with you about the programs in southern Asia and 
in the American Republics. I understand that there will be an opportunity at 
the conclusion of your conalderation of the American Republics program for me 
to review the multilateral phases of the technical cooperation program—the 
United Nations program of technical assistance and the activities we have au- 
thorized through the organization of American States—and following that an 
opportunity for me to give a general summary of the total point 4 program. At 
that time I would like to tell you about some of the basic principles underlying 
the technical cooperation program. I will briefly outline the plan of adminis- 
tration we are following and the reasons for our doing s0 and discuss with you 
the great possibilities which, in my opinion, this approach offera In terms of 
bullding real strength in the underdeveloped countries and strong tles of friend- 
ship with the United States. I am, of course, prepared to go into these general 
matters whenever the committee wishes. 

You have heard Assistant Secretary McGhee describe the tense political situ- 
ation {n the Near East and the general objectives and nature of the economle 
program proposed for this region. Admiral Duncan has discussed the military 
and strategic significance of the region. 

I am going to confine myself to a discusaton of the economic needs of the region, 
the specific program that was already under way during fiscal year 1051, and 
the program that is planned to meet those needs in fiscal year 1052, 

The proposed program for fiscal year 1952 for this region totals $125 million. 
This includes niillion as the United States contribution to the United Nations 
program of relief and rehabilitation for Arab refugees, and $75 million for pro- 
grains of economic and technical ald, of which $3.8 million may be administered 
through the UN Technical Assistance Program. A program of this magnitude {s 
considered essentlal, as Mr. McGhee has indicated, because of the urgent need for 
improving economic conditions In the region. 

The fundamental problems in this area, ag in all of the lesa developed countries 
with which we are now cooperating under point 4, is the miserable economic lot 
of the masses of its people. We will not have peace and stability {n the Near 
East until we help them to Increase their food production, to wipe out widespread 
curable disease, reduce illiteracy and give the peasant hope for himself and his 
famliy. We must help them to meet their urgent economic needs ard to realize 
more fully the great potentials that do extst in the area. Not until then will these 
countries be strong allies in the free world nor friendly and prosperous partners 
in the world of trade. 

This sprawling region has an area of 3,818,000 square miles or over 2 bililon 
acres, It Is occupied by 77 million ple. Average annual per capita incomes 
range from $385 for Israe) to about in Yemen and Saudi Arabia. In most of 
the area about 90 percent of the people are illiterate. Life expectancy ig about 
30 years. The infant mortality rate is about 200 per 1,000 as compared with 82 
per 1,000 in the United States. 

Most of this vast area ia desert. Only a very small percentage of the land is 
now under cultivation. Yet about 76 percent of the people depend for their live- 
lihood on agriculture. Farming methods are extremely primitive. Food produc 
tion is far below its potentlal and fluctuatea widely because of erratic rainfall. 
Hunger isa real problem. It seema obvious therefore that a program of economic 
development must concenrate heavily on agriculture, 

There are vast areas of potentially fertile land and water for irrigation, capa- 
ble of further development. Large tracts in the Tigris and Buphrates area now 
are fallow. They supported much greater populations in anclent times and could 
ogain be used for farming, the hot climate makes possible two or even three crops 

year, 

It {s estimated that the present cultivable area of Iraq can de at least doubled 
and the part now in use made far more productive by projects for flood control, 
irrigation, drainage, mechanization, and agricultural services. Plaus for bring: 
ing this Zand into use begin with control of the Tigris and Euphrates Rivers. In 
Lebanon the major natural resources {s the Litanl River, is water, properly 
conserved and utilized, could provide abundant supply of low-cost electric 
power—power to Increase pump water for irrigation, power for industrial expan- 
sion and power for towns and villages. In Syria the proper otilization of water 
resources from the Euphrates and other rivers could add 1,450,000 acres of irrl- 
gated farmland to the 675,000 which now exist. Ethiopia rich agrl- 
cultural resources which could produce meat and garin for export to importing 
countries in the region and to Weatern Europe. 
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- Of equal fmporiance are the improvements In agricultudal production thar 
can be atlinutated through our present and proposed prograins at the grass roots 
level In existing rural areas. 

Nurtog the 10 months since funds were appropriated for the Technical Cooper. 
atlon program, projecta have been fultiated in every one of the countries In this 
region axcept Yemen and Ethiopla. General point 4 agreements have been rigned 
with all but Yemen and Syria. Projects totaling $1,031,061 made up the pro- 
from which had been authorized at the close of tlscal sear 11, One hundred 
aud elghteen United States techniclans have been authorized In these programa 
and 40 were already on the job tn the field. They are from a number of United 
States agencies, Diustrating the use of technieal resources throughont our Goy- 
ernment fn this cooperative program. In ndditton we have made arrangements 
by conthact with private organizations and firms, to supptement our Govern- 
ment actlvitles. 

These prograins In the Near East and independent Afrlen represent a variety 

of approaches to the baste problems of the area. In [rau we have begun our 
largest single program In the reglon—an {utergrated rural finprovement program 
almed at helping the village population Initiate better farming methods, better 
* water supplies, and insect control, and schools for primary and vocational educa- 
tton. We belleve this program will have a rapld and benefictal effect on the 
welfare and the attitude of several million Iranians. Since this program fs 
quite a typical example of the point 4 program which we expect to initiate else- 
where, I wonld like to give you a somewhat more detalled description of this one 
operation. Qur program in Tran ts aimed at the general fmprovement of the 
conditlons of the rural people, who make up 8) percent of Iran's population of 
17,000,000, Most of the rural population lives In small villages and work on the 
surrounding land. In the fiscal year 1951 we have Initiated a rural tmprove- 
ment program, including activittes {n agrtcultudal training and extension, health, 
basic and vocational cducation. The significant element of the rural {mprove- 
ment program {fs this integrated approach to individual rural connuunities, with 
our teams of technicians working with Irantaus to bring about a balanced im- 
provement in these major flelds within each village. 
' Jn carrying out this program of rural development, we are using the technical 
resources of the Department oft Agriculture, Federal Security Agency, and the 
Department of Labor. We have contracted with the Near Fast Foundation to 
extend this community development work, since this organization has been suc- 
cessfal for years in this kind of work on a smaller scale and fs completely 
accepted by the Iranians. We have also contracted the services of three unlveral- 
tles in Utah which are providing t(cchnicians to cooperate in those provided by 
Government agencles, This is truly a cooperative program using the technical 
rezources and skills from these diverse groups, 

A separate phase of our program in Iran has been the successful program of 
locust control, directed at preventing the destruction of crops rather than fn- 
ereasing production as in the rural improvement program. The Governinent of 
Trap. faced with the worst locust qiacue in 80 years, sent us an emergency appeal 
for help, Within 10 days we had flown from this country to southern Iran a crew 
Of 11 spray pilots and mechanics, an outstanding entomologist, 8 sinall spraying 
Bites and a supply of the new Insect polson Alarin. The Trantans had them- 

Ives organized an effective ground support organization so that operations 
cond begin at once. This project, succeasfully concluded, Milustrates the ability 
‘of our long-range program to adjust with great speed to meet emergency situa- 
tions, the resourcefulness of American business firms and the genius of American 
research which made this feat of technical assistance possible. And now Tranlan 
ee are being trained in aerial spraying techniques for future locust contro) 
work. 

- In Tebanon we baye a mission studying the possibilltfes and the means of de- 
teloping the Litan! River Bastin, that country’s most {important nnderdevctoped 
pbystical resource. In stratezic Libya, as part of the United Statcs bilateral 
jrogram, there has been tnitfated a joint Libyan-American Technical Assistance 
Rerelee atmilar to the well-known Services In Latin America, to supplement the 
United Natlons program of economic development fn that country by providing 
‘agricultural evtension demonstration and training services. 
* ‘[nIrad we have provided an American engineer ta the Iraq Development Board 
¢which will be concerned with an irrigation plan Involving flood control on the 
Tigris River and water storage work in the Eupbrates Valley for which the 
IBRD has granted a $12,800,000 toan. 
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In TAiberla, there has been gradually developed a well-rounded economle pro- 
grain, beginning with the late years of World War 1] and concentrating on agrl- 
culture, health, and education, Asx part of this balanced program, a research 
progran on tropical diseases has been started, a publle works program Is under 
way with our guidance, and work on aerial photography and mapping is being 
initlated to provide a modern basis for sysztematle economic development. Here 
as in Latin America, the program of technical cooperation bas been in operation 
long enough to begin to see the resulta, For example, native plantings of {m- 
prored cocoa varieties in Liberia are just now maturing and addiug their output 
to short world supplies. Vital rubber exports are also being exjaunided, Taese 
benefits are accompanied by {improved health and nutritlon of the rural popu- 
lation In the “bush” areas of the hinterland. ; 

Our program fn Iran Stlustrates the use we are making of business firms and 
of other private orgnnizattons, One other exampte of the use of a private nun- 
profit agency deserves mention, Under contract with the Teehnieal Cooperation 
Administration, the American University of Beirut, for years the leading educa- 
tional Institution fn the region and the source of much of the trained professional 
personnel fo local government and educational circles, ts Initlating ap especlally 
destgued tratning program to serve the area in the practical selences of nursing, 
midwifery, agriculture, and publle administration. We expect this program to 
rapidly produce trained native leaders und workers who will be the nucleus of 
an ever-expanding cirele of technically competent personnel, enabling these coun- 
tries to progress more rapldly through thelr own efforts. 

United Natlons programs fn the Near East and independent countries of north 
Africa are likewise of finportance tn the total pleture. hn thls area, aa fn other 
paris of the world, there fs coordination between United Natlons and United 
States actlvitles, Information {s exchanged and consultations are undertaken 
with regard to projects planned in order that. maxtmum use may be made of 
available resources and possible overlap or dupliention avolded. 

Because of Its concern with the settlement of the Palestine problem and the 
establishment of Libya as an Independent state, the United Natlons has a very 
active toterest and a special responsibility in this reglou. In addition, we belleve 
that the United Nations and the participating specialized agencies, through their 
technical assistance activities under the expanded progran:, are making and 
will continue to make a real contribution to the economle development of the 
entire area and toward the well-being of its peoples. 

The United Nations Rellef and Works Agency for Palestine Refugees in the 
Near East has undertaken a major responsibility in the reglon through its 
program for relntegrating the Arab refugeea. Due to the close relationship 
between the refugee reintegration program and economic dervelopiwent, this 
agency is also serving as a focal polnt for the coordination of all UN technica 
assistance activities in the Near East. ? 

The UN General Assembd!y has stressed the need for early action {n extending 
technical assistance to Libya. Accordingly, the United Natlons and the special- 
ized agencies are collaborating with the UN Commissioner In Libya and the 
administering powers in developing projects In order to insure that priority ts 
given to Libya's most urgent needs. On the basis of comprelensive surveys, 
long-range development programs are already under way. 

In Iran, outside the Arab world, the U'nited Nations has recogalzd the 
importance of assiatance at this thine through the inauguratlon of a number of 
presta ne In this country very special elforts for satlafactory coordination 

ave been undertaken by United Natlons and United States agenctes, both at 
headquarters and in the field. ; - 

Technical assistance activitles under the United Natlons expanded program 
are being undertaken in each of the Near Enst and Independent north African 
countrics and this Includes all fietds of activity of the participating organiza- 
tlons, Among the more {mportant projects for the area are those relating to 
agricultural improvement atd forestry, walter conservation and utilization, {n- 
dustrial development, public nance and administration, raising of health and 
nutritton standards, control of communicable diseases, fundatuental education, 
vocational and technical training, and modernization of transportation facilities. 
In the frat financial perlod (June 1, 1950, through December 31, 1054), projects 
involving 300 experts and 227 fellowships, will have been tnitlated or completed, 
at an estimated cost of $2,400,000 to the United Natlons and the participating 
eee agencles. In addltjon, six regional projects are being negotlated for 
this area, three of which will be undertaken juintly by several of the 
organizations, 
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The proposed program for this new flecal year will bulld upon the small be. 
ginning we have made in the Near East during the post few months. 

The primary emphasis in the economic program of $75 million ie on {mproving 
agriculture. More than half of this sum will be devoted to extension, demon- 
stration, training, and equipment to help these countries produce more food and 

ber. Twenty percent of the program will be used to reduce debilitating dis- 
eases and to improve the health and productive capacity of the workers, Projects 
to increase industrial output, to train more skilled labor, and to stimulate basic 
iroprovementa In t rtation, make up a substantial part of the proposed 
program, followed by aid to the development of water resources, vocational edu- 
cation, and government administration. 

We estimate the program for this reglon will call for the services of 834 
techniciang and will enable us to bring 910 persons to the United States or to 
sppronetate centers within the area for training. While this number of tech- 

clans looke large, we have several resources to fall back on. Technicians will 
be provided by all the United States departments and agencies participating {n 
our program by land-grant colleges, voluntary agencies and private business, 
and by the United Nations. These men will be backed by all the technical re- 
sources at the disposal of these organizations, Technicians from other countries 
will be available under the United Nations. What we are proposing is a coopera- 
tive program combining and bringing to bear all available technical skills on 
the economic problem of this region. 

I would like to describe very briefly the types of programs which we have In 
mind for each country. These programs have not, of course, been formally 
agreed upon with other governments as yet. However, they are designed to sup- 
plement the local governments’ high priority programs of economic develop- 
ment, and are related to prospective local investment plans on IBRD loans 


wherever possible, 
The bilateral program proposed for Iran totals $24 million. It is composed of 
one group of projects deal for rapid completion and immediate Impact on 


economle and social conditions. These projects are largely concerned with 
transport to permit more adequate internal distribution of goods at reasonable 
cost, more water systems for small towns, and some importation of consumers 
goods to generate local curreticy for further development work. An expansion 
of the existing rural improvement program, with extension and demonstration 
activities In agriculture and related undertakings in housing, vocational educa- 
tion, sanitation and disease control, constitutes a second group of projects re- 
quiring a longer time for completion, but essential for long-run development. 

The Israci program totals $23.5 million as proposed. It is designed to supply 
Israel with equipment and a limited number of experts for basic derelopmental 

rojects in agriculture, power and port development which Israel cannot finance 
because of ita balance of payments position. 

Yor the Arab States taken together, a total program of $23.5 million Is esti- 
mated to be necessary, The country programs within this group all emphasize 
agricultural improvements, However, the diversity of loval peoblems {s reficcted 
in the proposed programs to meet these needs, 

Most of the projects proposed for Iraq will serve as a basis for subsequent 
' {nvestment development made poasible by oll royalties. These Initial projects 
include expansion of modet villages on newly dereloped land distributed to small 
landholders, rural health and agrleuitural programa, improvement of the roads 
and of types adapted to alluvial flood plains, the training of mechanics, survey- 

of mineral potentialities in northern Iraq, and contribution to the cost of 
building & dam on the Euphrates to Increase irrigation and to prevent floods. 

The program for the little country of Jordan is almed at improved methols 
of soll and water use and conservation, expanding the current program of clean- 
ing and repairing the old Roman cisterns atill used the nomadle peoples 
of the area for thelr water supply. Other projects in addition to agricalture in- 
elude a laboratory for testing soils and plant diseases, promoting the develop. 
tent of light industries, village health and welfare improvement, a transportation 


au and a small cohsumers goods progran. 
In Lebanon the program includes chiefly agricultural and irrigation projects to 
increase the aniount of irrigated land and to expand agricultural production 
on existing cultivated land.. Other projects are directed at improving highways 
agai te conntey | rehich cur proposed ram alms at { ing both 
. Syria country in w program alms at Increasing 
the agricultural area and the ylelds per acre on existing farm land. Tne pie 
ently cultivated acreage, which now represents po more than 12 percent of the 
; / 


THE MUTUAL SECURITY PROGRAM 1477 


total area, can be greatly Increased. ‘The program includes projects for sub- 
stantial water development as well as agricultural extension activitles. There 
Ia provision for some building materials for dams and canals, ag well as for re- 
lated construction needs for roads and housing. There Is aleo a amall consumers 
goots program to serve local currency derelopment work. 

The Egyptian prograin ts almed at improving agricultural productlon through 
the establishment of an extension service, and by demonstrating improved meth- 
ods of handling and storing food products to prevent widespread losses now 
suffered. Health and welfare work In the rural villages also occupies an Im- 
portant part of the proposed program. 

The gram for Saudl Arabia Is intended to provide technical guidance in 
water development, health improvement, agricultural extension work and gov- 
ernment fiscal management. The country has suffictent financial resources from 
or sos aitee to undertake substantial development {if these resources are more 

ully u . 

Before any significant development work can be undertaken in Yemen, it ts 
easential to acquire much more complete information than is now available. The 
program for that reason includes prorision only for an economic survey and for 
aemall pubdlic health program. 

Most of the proposed program for Ethiopia ts almed at the development of this 
country’s agricultural potential which is among the greatest of any of the under- 
developed areas. The remainder of the program includes work in health, mineral 
regources, government administration and basic education, primarily to enable 
the agricultural development to proceed more rapidly. 

The projects proposed for Liberla are largely extensions of those already in 
progress, and making up the rounded program which has come out of the experl- 
ence of the joint United States-Liberian cooperation and has been formally 
approved as the Liberlan plan of economic development. It Includes projects in 
agriculture, public health, basic education, transportatlon, hydroelectric power 
development, and government administratlon. 

The program of Libya includes a variety of activities essential to this newly 
independent state. The main concentration is in agriedltural development, and 
particularly on irrigation, reclamation, water conservation and improved breed- 
{ng of sheep, through a system of farm demonstrations and extension. Some 
work is Intended In the field of industrial development concentrated primarily on 
the processing of agricultural products such as olive oll, wool and meats 
acs are aleo programed in public health, education, roads, and transpor- 

atian. 

The United Nations and specialized agency programs of technical assistance 
in this entire region are estimated at $3.8 milllon for 1952. Untli the pattern 
of bilateral programs becomes clear, it Is only possible to say that such interna- 
national porgrams of technical assistance will extend and supplement those which 
have been described for the current year. 

In conclaston, I would like to repeat that this expanded program for the Near 
East and Independent Africa scems the most practical way In which we can 
attack the basie prodlems of hunger, Ignorance, and disease which are at the 
root of much of the present unrest. A grass-roots program such as I have 
described to help each palr of hands and each acre to produce more can do 
enough to assist the peoples of this region Improve their lot that it will create a 
new xplrit of progress and cooperation with the rest of the free world. 

I will be happy to answer any questions that you may have on our program. 


THE Point 4 Prooram In LATIN ANERICA 


Iam Dr. Henry G. Bennett, Administrator of the Technical Cooperation Ad- 
ministration. Yam here to support the Prealdent’s requeat for $22,000,000 for 
bilateral and multilateral technical cooperation programs {n Latin America. 

The request for the technical cooperation programs in Latin Anterlca for the 
fiscal year 1952 consista of three items, totaling $22,000,000. 

1, Bighteen militon dollars to continue the existing bilateral technical 
cooperation programs, at an expanded rate. 

2. One millio:: dollars as the United States’ contribution to the technical 
assistance program of ihe Organization of American States. 

3. Three millfon do'>-rs as the United States contribution to the technical 
sentence program of the United Natlons agencies for operations in Latin 

merica, 
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These three items are needed in order to carry forward a technical cooperation 
program with those governinents of Latin America that need and request our 
help. ‘ Thé entice program is designed to provide the technical ekllis” that the 
Tatin-American governments need.to improve their basic services. It gets at 
the root of their economic problem, and ‘constitutes the most effective help that 
we can provide. ~- 

- The bilateral “portion of the ‘proposed program will permit continuation and 
pisch need expansion of existing programs in 19. of the 20 Latin-American 
Republics, : 

The United States has a special interest in the other. American Republics, 
‘We aré directly. Concerned and interested In the sound development of their 
-economies and in the political stability of their governments. They are our 
immediate neighbors. The friendship, good will, and cooperation of the Latin- 
American peoples and goreraments are imporfant to our welfare and security. 

Other witnesses have already discussed the {mportance of Latin America 
‘to the gecurity of thé United States. Military aspects of Western Hemisphere's 
se¢urity have been outlined by General’ Bolte. Military strength in Latin 
“América, as in any area, must rest on a firm foundation of economlc productivity 
and political stability. I need not remind you of the close relationship between 
the two. - That {s why we firmly believe we must further develop our coopera- 
aN efforts to help our felends carry forward their plans for social and economle 


rogress.: 
apt slightest: progress in the economic development of these countries will 
fire us stronger friends and allies and at the same time will be translatable 
mniedtately into greater potential: markets for the products of United States 


_ industry ‘and a greater flow of private investment. 


In spite of substantial progress in economlie development our neighbors to 


’ the sonth.are not ad strong a link as they are capable of being in the chain 


of .the free world’s defense against Commuicat aggression. The great masses 
of the people have a low standard of living. Their stake in democracy igs small. 
‘They are readily susceptible to the blandishments of Communist propaganda. 

: Statistical data for dmost all of the countries are notoriously unreliable, but 
there ia good reason to believe that in most of them life expectancy at birth Is 
under 35 years. Generally the rate of illiteracy variea from a low of 35 percent 
to a high of 92 percent. Food shortages are chronic in all the countries except 
-Afgentina ahd Uruguay, hotwithstanding the fact that agriculture is the prin- 
cinal.oceupation of more than 66 percent Of the population. Literally. millions 
live their entire life span in the shadow of hunger. Their productive strength 
is andermined by: {nadequate or. unbalanced ‘diefs. Although Latin America 
today has « populatioA approximately equal to that of the United States, its 

roductive capacity, measured -by. the sum. of the national Incomes ofall the 
atries,:is only about’ onetonthy : ‘In 10 of the countries the annual per capita 


laccie ig less’ than $100, and in only. four-~Argentina; Coba, Uroguay, and 


Venzuela-+ia it greater than $200.' The problem of linproving the basic services 
ie fondainental,'and its solution is a prerequisite td‘the effective use of the 

resources now being de voted ‘to economile : Mereiopment by she republics ot 
‘Latin’ Atneriea: eee ad Se tee , 

‘ty Other: handicape to economic Savelipeneit gtow out of the 1 eostaphy of Latin 
\Ataerice: which provides one of the most difficdltenvironm {nu the world for 
human dettlopment. ' The altitudes best sulted for human habitation have either 

n excessively rugged topography ‘or an exceedingly dry climate: Enormous 
extensions of the Amazon Valley In Brasil, the Orinoco in Columbia and Vene- 
zuela, the Parana In Paraguay, the Bénl in ae bre and other lowland valleys 
become inland seqa.during.the rainy. season of the; year, and the potential 
productivity of those lowlands is sharply limited because the soll in most of 


* them. ig. thorouchly. leached.;. Theee areas are infested: by, malaria, yawa, dy- 


aentary,. Bock worm and other. se ical diseases af ail times. Bi arma of insects, 


espenially | 8, emerge pertodically from the. Jangles o Amazon, the 
Parana Boro, the Benl, os pe Coco Rivers of of semth on and ‘Central America : 
fo devebate the ean eee | 0! oeitleas ct pe ing Sete ae ela the s exercangy hin 
’ n 
‘air of ren toon to 4: to 3, feet of Mt altttate, ite b 9. wine o fonda ding and soll 
didfcl that newhers. elee, on earth, neni ans does man have such 
“dl eh ops hae es eal ‘ iis 


¢ ‘proximate! 
iat eres ave one 
or “te rest uf ile region the 
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acreage under cultivation totats approximately 155,000,000 acres for a popula- 
tion of about 138,000,000 so that the cultivated acreage per capita is only a 
trifle over 1 acre, compared to 26 acres in the United States. ‘his, of course, 
does not tell the whole story, for the productivity of agricultural tabor and land 
has been estimated to be only approximately one-fifth that of the United States. 
In additton, the afmnost total lack of modern conservative land-use techniques 
has resulted in destructive agricultutal practices that are everywhere bringing 
on accelerated erosion arid soll exhaustion. The agriculliiral base of the emon- 
omy {s deteriorating at a time when the demand for food by the rapidly increas- 
jog population, especially of the cities, {s becoming ever greater. - 

e bilateral programs proposed for fiscal year 952 will provide for activities 


‘$n the following general fields in approt imately the aMouuts indicated. - 


Ey bed at td 
Spr mep asp 
Ol aenewoaoroe 


This budget|will permit us to ne the iberdsh nts of Latin America fo 
eliminate soma of the hahdicaps fo their omic evelopment. In the fifst 
place, it will enable us tq continue to assigt them eloptng their exp¢ri- 
mental and extension agrituitural se me th y int 
tifle agriculturai\practicés, The modernizatton Of agricullure 
vidé the essentlal\balance now Jacking la the pconomies of mest 


to open new areas for agricu 1 development, and will 
developing environmental .sanita $0 exsential as flret step In health 
{jmprovement. The proposed budget w to continue our cooperation 
in the field of education, This will provide milifons with the tools, of learning 
required to make them effective producers fn a modern industrial civilization, 
and parila vocational insfruction for the rf pero training of the labor force 
needed by the expanding Industries of the different countries. ; 

‘ Although more than 77 percent of the proposed budget Is for the extension of 


“technical assistance in the three basic fields of agriculture, health and education, 


hetertheless a proper balance requires that we provide help as needed and re- 
quested in aéveral other fundamental fields. The pr prograro, therefore, 
provides assistance in setting up the tecbotcal services required for effective ex- 


porlons of mineral resources and the adequate estimate of the potentlals of | 


ydroelectric and other power. In addition, the program proposed will allow us 
to provide assfstance as needed and requested in relation to industrial derelop- 
ment and labor training, and the more effective organization of government 


‘administration. A)l of these aspects are necessary to provide a rounded program 


of helping our neighbors bslp themselves, and thereby fulfill thelr own aspira- 
H advance our own objective of creating stronger 

oF thent to provide the basic conditions which 
a internal abd foreign, to carry forward 


To provide tasting benefits, that development should be balanced. ‘Too much 


neighbors in Latin America by helpi 
will make it posible for private ca 


t In boom &nd Infatloh dating pertods when the world demand fot raw 


ae tion in the development of. the extractive raw materials industries 
‘ maletins is high, as duting World War 11 abd now, and recession ang crisig when 


d slackens. In the long run, our interests {n trade, and thelr interest 
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io a high permanent standard of liviug, are best served by well-balanced pro- 
frams of development, 

The people of Latin America know that with the application of modern 
sclentifie agricultural and industrial techniques, the productive capacity of their 
lands, their foreate, thelr mines and factories can be increased enormously. 
They have already proven this In countless ways. Wherever modern agricultural 
extension services have been organized, as in Pera and Costa Rica, extraordinary 
increases In agricultural production are achieted. With the conquest of malaria, 
which DDT now makes possible, large areas of potentlally rich agricultural land 
in certain of the lowland regions can be brought into settlement and cultivatlon. 
Iron ore, manganese, and other mineral deposits can be developed. New oll 
fields can be opened up. Indeed, the entire aren is susceptible of being trans- 
formed from an area of democratic weakness and potential Communist sub- 
version to one of democratic strength, capable of providing an inner citadel of 
defense should the need ever arise. This can be done if the technologtcal know- 
how needed to Increase production {s applied effectively and on a much larger 
scale than has been done heretofore. 

The pro technical assistance program for Latin America has its roots 
in years of experlence, for it was here that the point 4 concept was first applied 
in practice, Much of our knowledge of how to export know-how was developed 
here. The grass-roots approach which enables the existing cooperative technical 
assistance programs to reach the people in the small towns, villages, and farms, 
and makes the program theirs, has been developed and perfected here. 

The results achieved by virtually all of our programs of technical cooperation 
in Latin America have been far beyond the most optimistic expectations. In 
many Instances they have been spectacular, 

First of alia most interesting administrative device has been developed for the 
extension of technical cooperation—the cooperative service or “servicio” organ- 
izatlon, Under this arrangement, the government which requests and {s granted 
assistance agrees to create a special division in the appropriate ministry, through 
which the cooperative program will be executed. This {gs the cooperative ser- 
viclo. Normally, the chief of the United States technical misston or fleld party 
Is designated director of the servicio by the local government. He Is thereby 
given a dual functlon.’ As representative of a United States agency, the chief 
of field party plans.the program in cooperation with the minister, and as 
director of the servicio within the ministry, he js given responsibility for executing 
tho program planned. The personnel of the servicio 1s made up of a few United 
States techniclans, usually the 4 to 10 members of the United States Geld party, 
and a much larger number of natlonal techniclans. The operational fund of 
tho servicio is provided jointly by the two governments. At the present time, 
there are 833 servicios operating in 18 of the Latin-American Republics, 17 In 
health and sanitation, 9 in education, and 7 {n food supply. 

A few examples will illustrate other accomplishments. Over a period of 8 
years, the cooperative health and sanitation program in El Salvador has derel- 
oped a national program of public health and environmental sanitation. It 
selected and trained a group of doctors, in the country iteelf and in the United 
States, and these trainees formed the nucleus of a professional staff for the 
health department. Gradually each year the ministry bas assumed an erer- 
increasing proportion of the cost of the trained personnel, and by 1950 the Depart- 
ment of Public Health in El Salvador was efficiently organized with a full-time 
trained professional staff of eight public health doctors entirely provided for 
within the budget of the Ministry of Health. 

In Peru the cooperative agricultural development program tralned a corps of 
extension agents, and organized a national extension service. In the highland 
regions potatoes are the principal crop and the chief staple food of the people. 
For yeara production has been decreasing because of the existence of soil Insects 
and blight. The cooperative agricultural program carried out the research 
necessary (o determine the nature of the problem and then proceeded to introduce 
the use of the appropriate Insecticides aud fungicides to control it. As a result 
of this activity, literally thousands of farmers began to use insecticides. The 
importation of the basic ingredients of Insecticides and fungicides increased 
from 1,150 long tons in 1046 to 2,216 tn 1049, The effect on the ylelds was apec- 
tacular In the extreme. The yleld increased from about 500 pounds per acre In 
the untreated tands to about 1,600 pounds per acre In the treated lands on the 
Average and, through the extension service, literally thousands of acres have 

n trea , 
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A cooperative survey by United Statea and Brazilian geologists in Hraztl 
brought to light large reserves of vitally needed high-grade {ron and manganese 
ores tu that country. These surveys Indicate that there is a deposit of 33,000,000 
tons of ore near the Bollvian border, and 7,000,000 tons north of the Amazon 
liver. The average content of these ores is reported to be 45.0 manganese and 
11.1 fron. In addition, 1,310,000,000 metric tons of banded hematitic fron forma- 
tlons that have been discovered are expected lo average about 55 percent iron 
and 20 percent silica. ‘This is only one example of the reaults that have been 
obtained from the cooperative mineral resources development program In Brazil. 
Similar results In relation to other metals, e. g., tlo {In Bolivia, copper in Mexico, 
and nickel [pn Cuba, have been obtained through the operation of that program. 

The above Illustrations together will tndlcate the extraordinary possibilities 
for increasing productlon that are inherent in the technical assistance programs. 
The countriea of Latin America need and welcome this assistance, and there is 
no clearer evidence of it than the progressive increase in the contributlon they 
have been witling to make to the joint program funds of the various programs. 
When the programs started, the bulk of that fund was contributed by the 
United States. EMigures on local contributions In fiscal year 1051 are not yet 
available but In 1050 the contributions by the Latin-Ainerican governments them- 
selves averaged $3 for every dollar contributed by the United States. 

After 1047, it became necessary because of lack of funds for some of the pro- 
grams to be curtailed. By 1040 the nuinber of ITAA programs had been reduced 
to 24 and those carried on under Public Law 402 had suffered a corresponding 
reduction, In fiscal year 10951, under the act for Internatlona! Developinent, it 
was possible to increase the number of servicio type programs to 33, and at the 
sume time initiate or continue a total of approximately 70 other projects in 
agricultural research, {ncluding rubber development, in mineral and water 
resource development, in Jabor and Industrial training, and in several flelds of 
Gorernment administration. These activities have given needed balance to the 
existing program, and have made it more nearly commensurate in terms of type, 
if not in terms of extent, with the economic derolpment needs of the Latin- 
American countries. 

The United Natlons and the specialized agencies are also very active in Latin 
America as {s indicated by the large volume of requests received from gov- 
ernments in that area--153 as of June 1051—and the number of agrcements 
concluded for the provision of specific technical assistance under the expanded 
program—75 as of June 1951. These activitles, supplementing United States 
bilateral assistance, constitute an additional valuable resource In meeting the 
tremendous needs for assistance to raise standards of living and further eco- 
nomic derelopment in this reglon, one of the world’s major underdeteloped 
arena, 

Comprehensive development programs have been inftlated or are belng plan- 
ned by the United Nations and the speclalized agencies {n inany Latin-American 
countries. Projects cover an extensive range of activitles—Iindustrial and eco- 
nomte development, social security, public health, education, wodernized trans- 
portation. The maJorlty of them, however, relate to agricultural fiuprovement 
since agriculture forms the basis of the Latin-American economy. The agrt- 
cultural problems, toward the solutfon of which these projects are directed, 
include control of Insect pests and anlmal diseases, improvement of techniques, 
storing and marketing of grains, soll conservation and Irrigatlon, investment 
needs of small farmers, and related flelds of forestry conservation and utilization, 
and fisheries development. 

Good progress has been made in developing effectlve methods of coordination 
between the United Nations and United States agencles {n the planning and car- 
rying out of projects so that they will complement one another in an effective 
manner, There have been, in some instances, Joint planning and frequent con- 
sultation as well as exchange of information in order to permit the best use of 
existing resources for technical assistance. 

The Organization of American States (OAS) has a primary interest In and 
responsiblilty for the multilateral technical assistance programs [n Latin 
America. It has been determined that the OAS can best serve the Latin-Amer- 
{can Republics by sponsoring regional training projects that will meet Immediate 
basle needs of these countries. Accordingly, the OAS has left the field of 
individual country projects open to the United Nations and the bilateral pro- 
grams with which It coordinates closely. The United Nattons and the special- 

ted neles, however, are also undertaking several reglonal projects which 
are in turn coordinated with those of the OAS. 
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In auminary let toe ray Chat the program proposed for fiscal year 11002 provides 
for the continuation of the actlvilles alrvady under way fn fleend yoar 11, aud 
Permits the expansion of those which are expecially exxcntlal fu relation to our 
own raw-materials program. = In flecal year 1001 the amount spent for illateral 
technical aaststance in Latln America was approximately $41,300,000, The 
budget proposed for fecal your 1082 fovelves au expausion of 36.7 million over 
thie amount. 

Mure than $5,000,000 of the pro {expansion will be absorbed by a alngle 
phase of tho progeam—that of agricultural development, The renson for this ts 
that at the present tline, as tndicated earlier lu this statement, the shortage of 
food creates a deficiency that weakens (he entire economic effort of Lattn America. 
The reat of the Increare requested will make It posable to conthuue, on an annual 
baals, the programa initiated In other Molde. Among these are health and xanl- 
tatlon, education, mincral- aud water-resoutces development, industry and labor, 
government administration, and the planning work of the Jolat commisstons 
authorized by the Act for International Development. 

Tho program of technical nedstance for which (his appropriation {ts being 
requested {a newled and wetecomed by the Latin-American Republles, ft ta fn 
the interest of tho United States to provide this aksistance, not only because of 
our dependence on Latin America for atrategte raw tatertals, and for a yaluable 
market for the products of our tndustry, but also because It represents tho effee- 
tive application of the good neighbor polley and of the concept of the point -t 
program. It demonatratcs conateuctlyve democratic leadendilp at a tine when we 
areatly need the confidence of our friends, 


Jewrait War VETERANS OF THE UNITKD STATES OF AMERICA, 
Woahtngton, D..C., July 30, 1951, 
Hon, Janna P. Ricirarps, 
Caatrman, House Forcign Affairs Comimitice, 
The Caplttol, Washington, D. C. 

Dean Conarraswan Ricitarns: In view of the long Ust of witnesses which have 
kept your commlttce busy night and day on henrings on the mutual security 
died gy T abould greatly appreciate tt if you will Include the attached statement 

n your hearings recon! so that the views of the Jewlth War Vetcrans of the 
United States of Americr may have the consideration of your committee and of 
the House as a whole, 

With all pod wiahes, 

Oordilally yours, 
DeaNano Writzen, 
National Legtalaticve Director. 


StATRMENT BY Beanarn Writers, NATIONAL Louietativs Dinncroan, Jnwisi Was 
VETERANS OF THE UNITED STATES OF AMERICA 


It ls a privilege, greatly appreciated, to present the views of the Jewish War 
Veterans of the United States of Anierica on the Mutual Security Program 
which you are considering. This program, as outlined In the President's com- 
munication to the Congress, Is wholly In accord with (hé stand takeu by our 
otra nteavon on many ovasions {n the past, 

Ve hare supported from the atart the European Recovery Program, the North 
Atlantle Pact, the Mutual Defense Assistance Program, and the Polnt 4 Program, 

The results already achieved through these programs Juailfy golng ahead to 

the full extent with the Mutual Security Program proposed by the Prealdent. At 
thé meeting of the natlonal exceutive committce, Jewish War Veterans of the 
United States of America, held {pn Boston, July 7, 1051, the following resolution 
was pared unanimously: 
_. Whereas the Jewish War Veterans of the United States of America has con- 
alstently endorsed and supported our Government's efforta to bolster the willtary 
and economic security of those countries who stand with the United States in 
defense of Creedom and democracy and, 

Whereas there {8 now pending before the Congress a measure sceking an appro- 
prigton of 38% millilon to provide the material asalstance required to give full 
mplcmentation to the Mutual Security Program ;inow therefore be it 

 Keaoteed that the Jewish War Velerana of the United States of America urge 
upon the Congress of the United States the carly adoption of the proposed legla- 


' 
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latton inorder (hat our countess frlends fn the commuulty of froe natlonsa may 
be baltressed tn the common efort of the free world (o defend Uself agatust any 
peassibility of Communist aggresston. 

Pelor to our national exceutive conmnittee meeting, the eter had been 
carefully atudted by our organization's forelgn affairs committee. Members of 
the nattonnal execullye committee who had come fram all parts of. the country, 
ctuphasized that our only real hope of deterzing war and assuring our strength 
to wit should war coe, lay fu a inighty preparedness effort at home and in 
cconomle and milltary ald to Chose consteles whom we cau count upon to join 
with us tn defending the free world. Ho was pointed out, repeatedly, that our 
foreign economleald programs have beer the deetsive factor In saving Europe 
from being overwhelmed by Conmnuntist fntiitration. Confidence and the will to 
survive have replaced dexpalr. Productlon hax liereased and the economy of 
(hese nations has improved reinaikably, ax a consequence of the effori< made 
by the peoples of those countries— efforts which were stimulated and made pos- 
aibte by our encouragement and by our matertal ald. Much, of course, attll 
retiains Co be done and the eontinuanece of our economie ald Is still wery escontial, 

What has happened on the economle front gives promise of what will happen 
on the military freat, The rexponse to General Eisenhower's efforts Justifles the 
amounts request for military atd. The Cull amount is exsentlal i General 
Lisenhower be ta aceumpileh hls milsslon = =The free counteles of tho werld ovt- 
ade of the United States aud particularily the countries of Kurope, have not yet 
rebuilt thefe produetion to the paint where they can draw out of thelr own 
facilittes, all that ts needed for adequate military defense, The Ualted States 
ean Up the scales with the ald proposed fn the Mutual Seeurily Program, 

Ouldde of Europe, from many of the underdeveloped countries: of the world, 
come the taterhils whieh are exentlal to our production and to the production 
of our friends in the free world. 

We serve a double purpose when we give technical or financial assistance to 
thoxe underdeveloped countries. When we tnerease thelr productivily, We create 
aalituation which makes {t nore difficult for the Kremlin to promote its doctrines 
which Nourish where need and misery abound. Furthermore, with auch tnereased 
productivily, we have a ready xource of supply for hose raw materials which we 
need Co carry on our preparedness program to the fullest extent. In other words, 
our own defense fa served by the use of the funds proposed In the Mutual Security 
Program fn these underdeveloped countries Just as surely as the funds and 
military matériel made available to our partners in Europe ald our defense, 

Tho will and the capacity to fight for freatom can be developed to the highest 
degree only where there le a ateong economy tv produce, at tesst, (he minimum 
living needa for the people and the suppiies required for Cie Arined Forece, 
That Is why the economic ald and the military ald must go together, A shortage 
in clther forin of ald will certainly be damaging to our effort, 

The world situation is critleal. [t wilt continue critical until the defenses of 
the free work! are adequate to deter Communist aggression in any form. The 
Mutual Sccurity Program ts a key step forward in our own defense and on behalf 
of the Jowleh War Veterans of the Uniled States of Ainericr, f respectfully urge 
that what wo have to defend Is too precious for dilatory actlon or for any penny 
pinching in the authorization of the funds requested. 


Usiteo Wortn Feorrariste, Ixc., 
Washington, D. C., July 31, 1951, 
The Honorasre Jaues PL Wicharns, 
Chatrman, Commitice on Forcign Affatre, House of Representatives, 
Washington, D.C. 

Drax Mr. CitatpMAN: Tam very sorry that circumstances prevented my coming 
to Washington on the day and hour which the clerk of the committee advised me 
would be available for ny testimony on the Mutual Security proposal. 

However, he was good enough to advise me that T might mail a slatement to you 
for inclusion In the record, and | am therefore enclosing tt herewith. 

Sincerely yours, 
Cass CANFieup, Vice Presidcat. 
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STATEMENT OF Case CANFIELD, Vick Presipent, UNtteD Worto Feverarists, Ino, 


My name is Cass Canfield. My address is 40 East Thirty-third Street, New 
York, N. ¥. Iam a yice president and a member of the executive council of 
United World Wederatists, Inc, an organization devoted (o supporting and 
atrengthening the United Nations. I am also chairman of the board of the 
publiahing house of Harper & Bros., New York. 

Iam appearing before your comtultice today to testify In support of one feature 
of the mutual security proposals which are before you—the program of economic 
ald to underdereloped areas, commonty known as point 4, 

There is tremendous support for this program all over the country, As a 
publisher I come in frequent contact with the thinking of the American people, 
and I can assure you that in the whole feld of American foreign pollcy no sublect 
excites the imagination as greatly as this does, aud no subject ts quite as popular 
with the reading public or the lecture-attending pubilc. People sce in this bold, 
new program a truly great approach which makes clear to the world America’s 

1 and benevolent intentions and at the rame time demonstrates dramalt- 
cally those productive and technological skills which make us a great aud 
formidable power. 

Yor these reasons, I am a4 little dismayed that in the present bull the polnt 4 
features are not clearly labeled as such, but are acattered throughout the bill In 
various piacea. The program which {s carried on by the Technical Cooperation 
Administration in the State Department in cooperation with the other depart- 
ments of the Government, {Is certainly point 4. And so also is a good decal of 
the ECA program in southeast Asia and {ta program in the dependent overseas 
territories of Ayrica. According to the report of the International Development 
Advisory Board, all of there activittes together accounted for the expenditure 
of nearly $800 milllon during the fiscal year which has just ended. EOA pro- 
grams In the underdeveloped areas differ somewhat from TOA work tn that ECA 
supplies some capital grants and materials as well as technicians. Lut these are 
all point 4 In the broadest sense. The excellent work which Is dono by the 
Tnstitate for Inter-American Affalra is also polnt 4, ax we use the word, and 
it has been carried on most successfully for many years. It !s now uniler the 
supervision of TCA, 

All of theese point 4 programy have proven themselves. Dollar for dollar they 
have been the very beat bargain that the United States could ever obtain. The 
few dollars we spend for technictans who show people how to {ncrease their 
own wheat crop, might cost no more than one ahipload of wheat, set this invest. 
ment returns dividends year after year, It not only frees the United States 
of the need to mako contributions which ft might otherwise make—it earns for 
us the lasting good will of the people to whom we have given the best kind of 
help, the help which enables them to help themselves. And it helps to make 
them strong in a very real sense; strong in materials, atrong In health and strong 
in self-reapect, so that they ate the more effective alllea in peace or In war. 

There is still another avenue of point 4 work which we feel fa most useful, 
That is the technical assistance which Is made possible through granta to tho 
United Nations and its specialized agencies. The akiils which are so desperalely 
needed In underdeveloped areas are not the very highly trained aptitudes of 
Detroit, but are rather simple carpentry, farming, and manufacturing methods 
which abound in many countries, We do not have to uso otr own valuable man- 
power to teach these akills, The use of a simple plow can be taught to an 
Indian by an ftalian as well as by an American. And when we make theeo gifts 
through the United Nations, we are making not one friend, but many. We are 
bringing together nationals of many countries fn a joint venture which will 
cement the bonds of all of our countries, We are avolding tho accusation of 
aceking to dominate the world. And above all, we are helping the United Na- 
tons to grow Into the strong, [mportent and useful agency for world law that 
we atl want it (o become. - 

1 hope that when the present bill fs disposed of, thia Congress will have tims 
and opportunity to return to the point 4 proposal and to discuss it again in the 
light of the report, Partners in Progress, by the International Development Ad- 
- vleory Board. I refer particularly to the p ls for an Internatlonal De- 
velépment ‘Authority and an’ International Finance Corporation, both 
of which would be related to the International Bank for Reconstruction and 
Development, which ia a UN agency. These are long-range programs, and the 
basic tegtalation for them must be started now ff {t Is to t fruit within the 
next few years, 
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1 would Ilke to point out also that in addition to the ectentific and profva- 
sional personnel which the point 4 progranis are now using overseas, the technical 
assistance work could bo well augmented by working farmers, shop and sulll 
workers, and by other typical United States citlzena, These people could partict- 
pate actively in the community life in other natlona and teach the magnificent 
akills that havo made possible the ligh living standards which we have In the 
United States. 

I have not testified on the other portions of the bill, because ours ig a Hiulted- 
purpose organfization, I would like to aay in parsing, however, that in the present 
unsettled Internatlonal scene, the United States has no cholce but to build strong 
defenses and to ald fin buliding the defenses, economically and militarily, of the 
entire free world. We feel, however, that at the same time that we bulld our 
armainenta, we should present to the entire world a proposal for what President 
Truman has called foolproof universal disarmament under world law. We 
must confer upon the UN additional powera which are carefully Imlted and de- 
fined but which are adcquate (o prevent aggreasion and maintain peaw. 

I say that we should urge this at the present time for several reasons. Hirst, 
even If these proposals are not accepted, the fact of making them in all alncerity 
will demonstrate to the ent{re world that the United States Js truly a ce 
power and the United States {Is interested In abollshing war. It will of 
{tremendous vatue to us fn winning the confidence and vA tarps of people every- 
where. It wilt provide substance to the message of the Volee of America and 
areatly heighten f(s effectiveness. The Unfted States has during the last 5 
years, carried on a benevoleit and altrulstle program of foreign atd which is 
without rival In history, We have labored constantly for peace, aud yet the 
Russians have succeedal in many parte of the world {n convincing people that 
our {ntentlons are warlike. It {s urgently important that we make the world 
realize that the United States, white building strength, 19 seeking peace and is 
planning foundations upon which permanent peace can be built. 

1 also urge this course because bills like the one we are dlacussing today, {o- 
volving the authorization of billions of dollara in expenditures, make it plain 
that until some method of permanent world peace fs devised, the citizens of this 
country, and Indeed the citizens of every country in the world, wil have to make 
tremendous sacrifices, The high American living standard which we now enjoy 
cannot indefinitely continue if larger and larger portlons of our Income must 
Ko to the tax collector. And yet untli a really fool proof UN peace plan {s 
adopted, we cannot afford to drop our guard for a alngle instant. This is a 
tremendous dilemma to which I hope the members of this committee will devote 
their carly attention, 


BXecutive Orrick oF THE PRESIDENT, 
Burkau of tie Bupaet, 
Washington, 1). C., August 1, 1951. 
Tfon. Jauss P, Ricitaups, 
Chairman, Forcign Affairs Commitice, House of Representatives, 
Washington, D. C, 

My Drax Mr. Cuatawan: In accornlance with onr understanding, I am sub- 
mitting herewith a statement on the organizational arrangements proposed by the 
President for the administration of the Mutual Security Program. 

Sincerely yours, 
BJ, Lawron, Director, 


STAtvEMENT Or Frrperick J, Lawrox, Director of THE Beaxau or tun Buport 


In the course of comniitice hearings on the Mutual Sccurity Program, there 
has been considerable discussion of the President's proposal for administering 
that program. Representatives of the vartous depariments and agencies have 
dealt with the questions of rabatance and policy. This statement explaina the 
proposed organization for administering the program, which has been fully 
dlacussed with the President. 

The principal features of the Prealdent’s proposal involve: 

(i) The continued utilization of the Heonomfe Cooperation Administration 
for the conduct of foreign assistance programs, and with that end in view, tho 
Beparet tie requeated that the life of the Heonomle Cooperation Administration 

“argon : 

(%) The continued utilization of the Department of Defense for the conduct 

‘of military agalstance programs; and 
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(3) Continuation of the role of the Secretary of State ns the officlal who, 
under the President, provides the foreign pollcy leadership and guldance for 


the pbs irk 

The Mutual Security Program {s not a new program. It encompasses cconomfe 
agalutance, military asaistance, and ald to underdevelopad areas. All of these 
activities have been authotized by the Congress and reflect the established polley 
of the United States Government. So, too, the organizatlon for administering 
these programs does not represent something novel and unique, but is rather a 
structure worked out and tested over the puat several years, 

The Mutual Security Program {s the tangible evidence of the determinatton 
of this country to asast the other nations of this world 10 counter threats to 
thelr freedom and their lives. I¢ fs fmpossible to conceive of this program as 
solely economic, or military, or political. Hf it la Hiited to just one of these 
étemente, it will not reach the goal which the American people have set for 
themselvea to help those other natlons to contaln snd repel Communist ageres- 
alon. To do that, we must weld all of the elementa of this program into a single 
instrument. 

The needs for this coordination are very real and specific. A goodly share 
of our economic aid {s designed to increase military production to nicet military 
réquirementa, Military assistance ta to be provided only where the reelplent 
countries cannot meet requirements, even with economic ald. Moreover, our 
assistance programs must be coordinated for maximum effectiveness with all 
of our other foreign policy and program objectives. Since the Secretary of State 
fa the official under the [resident whom the Congress and the people hold 
accountable for the conduct of our forelgn relations, he must play the leading 
rofe in the administration of thla program. 


4, How the program sill be managed 

The economic assistance part of the program has {wo major purposes. Firat, 
it ig designed to help aliled counteles, particularly those {u Europe, to Increase 
thelr military production and to expand thelr military forvea. Second, it 1a 
directed to areas where substantial immediate efforts are needed to combat 
economle conditions which are being exploited or are vulnerable to exploitation 
by the Communists. These activities require substantially the name kind of 
organization as the Economi¢ Cooperation Administration has developed during 
the past reveral yeara. Only in Europe will the ECA need to make substantial 
changes {0 Sts methods of operation and consequently organization and personnel, 
Those admintatrative adjustments are already being made. 

Because we are dealing with a going program, because the ECA has the skill 
and resources necessary to continue to do the Job well, the President has recoin- 
mended that the Ilfe of the BCA be extended. 

The military arsiatance part of the program, Involving wilifary planning, 
prot ion of military end tfems, and suilitary training will continue, under the 

*reatdent’s proposal, to be administered by the Department of Defense. Nobody, 
to my knowledge, quarrels with the proposition that the inflltary are beat equipped 
to plan military strategy and tactica, to procure and supply military goods, 
to follow up on the use of military equipment, and to provide military training, 

Technical assistance under the Act for International Development will, under 
the President's program, continue to be administered in the Department of State. 
The Act for Loternattonal Development {s a part of the long-term foretgn policy 
of the United States. It ts not concerned with emergency economic assistance. 
It is primarily designed to help the plea of other countrica achleve the 
advances and benefita which we hate achieved In the United States in such vital 
fields aa agricyiture and public health. The essential differences between the 
operations under this program and those proposed for adwintatration by the 

GA should not be obscuted by the fact that authorizing legtslation for both 
types of programs [s sought in the same bill. 


&. Tae jod of central coordination ; 
' Achtleving consistency In these highly coniplex activities will call for central 
coordination of the highest order. Unier the proposed organization, the Secre- 
prt fos State, unde? the direction and control of the President, provides execu- 
tivé-branch Idexiership in formulating the over-all poltcy of mutual secarity 
ia cooperation with other countries. The mijitary atrategy ls worked oat In 
cooperation with other countries in the North ‘Atlantic Treaty Organization by 
the Department of Defense with guidance from the Department of State on 
political Issues. Military and economfe abietance are then provided to tmple- 
; : 

j 
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tment the agreements on political and polftteal and military strategy. The De 
“wirlment of Defense hag clear-cut responsibility for fernmulating the military- 
assistance program and for administering ft. The ECA haga parallel assignment 
for the economicassiatauce program. The Socretary of State provides foreign: 
polley guidance and coordination. He does this, primarily, hy reviewing the 
programs of the operating agencies to assure thelr coordination with each other 
and thelr maximum contribution to our world-wide security Interests 

Except far f(g programs under the Act for International Development, the 
Department of State is not a participant in day-to-day aduiulstratlon of econ. 
omle or titttary assistance, Those operating Jobs belong to the Departinent of 
Defense and the ECA, The bi Wl of the Department of State are 
centered on polley and program leadership on behalf of the President. 

The Une of responsibtiity runs from the Prealdent through the Secretary of 
State for foreign pollcy and program guidance, to the Secretary of Defense and 
the Economie Cooperation Adininistrator for program formulation and opera- 
tions. The Secretary of State, In exercising polley and program leadership, will 
allocate funds on a program hasis to the operating agencies. Allocatlon of 
funds by the Sceretary of State Js the established practlee under the Mutual 
Defense Assistance Act of 19, : 

In making allocationa, the Secretary of State reltes upon the advice of the 
Internatlonal Sceurity Affairs Committee. ‘Fhis interagency committee with 
mMemnberahip from State, Defense, ECA, and Treasury is not the eover tig body 
for the Mutuat Security Program. It {s deatgned to fneilltate coordinatlon on 
behalf of the agency heals, The comnitice gives continuing attention to Inter- 
agency problems of policy and program. 

Shontd the Secretary of Defense or the Economie Cooperation Administrator 
disagree with the Secretary of State on any inatter of polley or program or 
funds, an appeal can be taken to (he President. Quite appropriately, baste 
reaponsibilily and appropriations go (o the President, who fs agcountable to the 
Congress and the people for the administartton of our forelgn policy for lnter- 
national security, 


8. United States organization in NATO and overaca® 


This same pattern ta found In exceutlve branch organization for participation 
fn the regional security arrangements of the North Atlanile Treaty, The Secre- 
tary of State is the sentor representative of thls Government on the North 
Atlantle Treaty Council, Ambassador Spofford sita as Chatrman of the North 
Atlantle Teeaty Councli of Deputles, which fs the continuous worklng body of 
the Counctl, Ambassador Spofford represents the President and reectves hig 
Iinstructicns through the Secretary of State. 

The ECA special representative in Europe representa the United States on 
the Finance and Economnic Roard of the North Atlantle Treaty Orguization. 
Representatives of the Department of Defense represent the United States on the 
Military Committee and the Defense Production Board of the North Atlante 
Treaty Organization. Here agaln, there are clear Hnea of authority and account- 
ablitty running from the Prealdent to these reglonal represeitatives through 
thelr reapoctive agency heads. 

Within each individual country where economic and military assiatance is 
being provided, the United States Ambassador provides policy and program 
leadership and forelgn-policy guidance to the ECA inlasion chlef and the Defense 
Tepresentative, Within this organization there {x a right of appeal all the 
way up the line to the President. tg 


4. The weight of ezpericace , 

The proposed organtzatlon, with the Secretary of State providing lendprahip 
and coordination and the Secretary of Defense and the ECA Aduintstrator 
reeponsible for formulation and execution of programs, is eseentlaily like the 
organization established under the Mulual Defense Agsistance Act of 149. That 
act likewise {nvolved both military and supporting cconomic assistance. The 
House Comuuittce on Forelgn Affairs, tn reporting favorably on the dill, endorsed 
the organizational arrangements developed by the admintstration by which the 
Secretary of State waa given primary reeponsibility and authority, with opera- 
tions assigued to the Department of Defense aud the RCA (H. Rept. 1205, pt. 2, 
Bist Cong. ist sess.). The Senate Comnilttces on Foreign Relations and the 
Arined Services, in a Joint report on the act. declared that: - 

“In view of the nature of the program, the committees feel that it {s logical 
that tho primary reeponsibility and authority for directlon of the foreign mil 
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itary-assistance program be lodged In the President and under him the Secretary 
of State” (8. Rept. 1008, Sist Gong., Ist. sess.). 
The committees then went on to endorse operating assignments to the Denart- 
ment of Defense and the ECA. Thus, the administratlve arrangements pro- 
l for the Mutual Security Program have already been endorsed by the prin- 
on Serr! Nicol committees in thelr review of the Mutual Defense Assistance 
¢ 0 () * 


& Undesirable alternatives 


You have heard q number of witnesses propose organizational arrangements 
for this program differing {no varlous aspects from the arrangements proposed 
by the President. It seems to me that these run counter to the weight of experl- 
ence. One such proposal would involve the creation of a new super agency to 
administer the er tre program, Including control of the funds for military naselat- 
ance, Another wv; uid involve concentrating in the forelen economle asalstance 
agency a large group of activitles which are unrelated or only slightly related to 
the is oat Securlty Program. Both of these proposals wust be serlously 
questioned. 

The radical proposal to disregard entirely existing organization and establish 
a ag id agency to administer the entire program would split responsibility for 
our forelgn policy down the middle and diffuse responsibility for our military 
polfey. The heart of our foreign and military policy is involved in this programm. 

When anything goes wrong In our relations with a forelgn country, the Secre- 
tary of State is held responsible.. This ia {nevitable and proper. So long as 
the Secretary of State must be, and inevitably is, held responsible, he must be In 
position to conduct our relations with such countries, 

It would be a mistake to draw any parallel to the Kuropeap recovery program 
in support of establishing a super agency. The ERP involved no military ald. 
I¢ involved no basic negotlatlons with the recipfent countries by the EOA—for 
the promram was approved by the Congress on the basis of a proposal put forward 
by the recipient countries after extensive negotiations conducted hy the Depart- 
ment of State. Only then was the ECA brought into existence to carry out the 
program. . 

Some will argue the benefits of a super agency out of Impatience with the 
delays arising from interageacy coordination. It would be a rash individual 
who would, for example, more ahead in a matter affecting European defense 
without Defense Department participation. 

A super a y cannot Ignore the views of Defense on military matters, or 
the views of the State Department on foreign policy. A super agency could 
not operate the military portion of the program; that would have to be done by 
the Defense Department. Coordination Is inevitable. If the President himself 
devoted all his time to this porgram and made all the decisions, he would atlll 
wish to take a full measure of time In evaluating and reconciling the views of 
the mafsor foterested agencies. We are deallng with complex problems of policy 
and program and not with a aimpte operating program. 

Various recent reports have proposed that there be concentrated in the foreign 
economic assistance agency a variety of other economic activities. The “Gordon 
Gray" report recommended a nev agency in which would be placed various foreign 
oe activities. Simllarly, the “Rockefeller Board’ report recommended 

e creation of a new foreign economle agency in which various foreign economic 
activities would be centered. Nore recently, the Brookings Report to the Bureau 
of oe a proposes the transfer of various forelgn economic activitles to 


e 

Before discussing the merits of these proposa's for centering foreign economic 
activities, I should like to point ont that of the {sree reports, only the Brookings 
report was concerned specifically with the organization of our overseas pro 
grams. The Gray report dealt primarily with forelgn economic policy. It made 
no spectal study or analysis of organization problems. The Rockefeller report 
was primarily concerned with poticy In only one area of forelgn economic activ: 
ity, namely, asalstance to underdeveloped areas. | 

I might also add that these various proposals on foreign economic organisa- 
tlon corer a miuch larger legialative compass than is treated in the program 
presently before the committee. These proposals cover a wide range of statutes 
dealing with the national stockpile, foreign loang, export control, defense pro- 
duction, and other aubjects. In order to legislate the kind of organization pro- 
: ners these various studies, i¢ would be necessary to amend these various 
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A number of arguments have been advanced before this committee for pulling 
together forelgn economic activities, Because those arguments cov.centrate upon 
foreign policy and program, other natlonal policies and pregrams tend to fade 
into the background. Given this special focus, the conclusion that foreign eco- 
nomic activities of the Government should be grouped tos.ether {s almost Inevita- 
ble, On the other hand, if we view these functlons in the bzoader perspective of 
their total governmental setting, we arrive at entirely different organizational 
conclusions, 

Export control, for example, fs in large part directed toward withholding goods 
and services to keep them from reaching potential enemy territory. The policy 
of export control will often clash with the policy of foreign assistance and cannot 
be subordinate to the latter. The forelga assistance agency should not make 
the determiration as to allocations between competing domestic and forelga 
demands. Thus, there are comipelling arguments agalnst placing export control 
authority in a foreign economic agency. 

Another programm proposed for inclusion {n a foreign economic agency {is the 
overseas procurement and development of strategte and critical materials. Given 
the urgency and high priority of acquiring those niatertals, there Is a real ad- 
vantage in tying together both domestic and foreign operations to that end 
rather than bringing together related foreign activities. In this way, we can 
also maintain proper balance between the vigorous procurement of United 
States niobilizatlon requirements from foreign countries and the economic wel- 
fare of those countries, 

Indecd, the President has found the need of getting maximum emphasis on 
our mobilization supply program so great that, acting under the authority of 
the newly extended Defense Production Act, he fs establishing a Defense Ma- 
terlals Procurement Agency to procure and Increase the supply of scarce and 
critical materials both at home and abroad. 

Still another activity proposed for a forelgn economic agency Is the polnt 4 
program for assistance to underdereloped areas. I¢ Is true that the ECA is 
engaged in economic and technical assistance, including technical assistance to 
underdeveloped areas, But the ECA has been primarily concerned with emer- 
gcney economic assistance programs of a larger scale than those carried on 
under the Act for International Development. The EC/. tas consistently and 
deliberately been assigned emergency programs. The Act for International De- 
velopment {s a part of cur long-term foreign policy. It is not an emergency 
Program Involving operations on a scate which would warrant the establish- 
ment of ECA country missions. It should be part and parcel of the tools we 
bring to bear through our State Department in establishing sound and healthy 
trade relations {n the world on a long-term basia, 

There is no actual duplication between the ECA country missions and those 
of the Technical Cooperation Admioistration of the Department of State. Only 
one agency will provide economic assistance In any one country. The ECA will 
operate where there ig a large-scale economic assistance program. The limita- 
tion of ECA to emergency programs and the continuation of this longer-term 
program in the State Department has very distinct advantages in terns of the 
continuity and coordination of our basic long-range foreign operations. 

Aside from the organizational issues Involved, {t has been suggested that the 
ECA should be terminated to symbolize the fact that the Job for which ft was 
created Is largely ended and for various other reasons. Whatever agency Is 
assigned economic aasistance, it will have to take over the operations, skills, 
and resources of the ECA. If a change is proposed which would require the 
varlous complicated administrative adjustments attached to closing out one 
agency abd creating a new one, I would say that the administrative headaches 
and operating difficulties attached thereto argue compellingly agalnst such a 
move. On the other hand, an approach involving the converalon of the ECA 
Into a successor agency {n'a manner which will cause no Impalrment of employee 
morale, maintain continuity of operations, and permit an easy admluistratlve 
transition, could not be seriously opposed. 


6. The ocntral teruce , 

The President has proposed an organizational pattern (ried and tested by 
experience, and which has been endorsed by congressional committees. It 
recognizes the easential anity of our foreign policy and programs. It keeps 
authority and responsibility well defined and moving in harness. It recognizes 
that the Secretary of State, apart from this legislation, is a key figure in out 
relations with the reat of the world. It will enable the Department of State to 


1490 THE MUTUAL SECURITY PROGRAM 


continue to provide leadership and coordination in admiulstratlon of forelgn 
affaira, with due regard for the responsibilitles of the Department of Defense. 
t makes good and proper use of the organization of an experience of one of 
the most successful agencies created In recent times, the Economic Cooperation 
Adniloistration. It retains ultimate control and direction of foreign policy ad- 
niinistration where they were placed by the Constitutlon—in the Prestdent, 

Any radical pulllog apart and reshufiling of exIsting organization must cost 
money and temporarily but severely jolt stunoth and effective operations. Un- 
less real counterbalancing gains can be denionstrated—and I cannot see them 
then we pay a price jn dollars and time and efficiency, 

I cannot close without stressing the urgency of the administrative choice 
which confronts the Congress. This is far more than a decision about lines 
and boxes on a chart. It will determine whether we may continue to benetit 
fron nearly two centurles of experience with American foreign policy administra- 
tlon. It wlll determine whether we are to lend credence to the image which our 
enemies abroad try to folst on the world, an image of a country whuse foreign 
relations are unstable and unreliable. The task of building an American foreign 
policy admintstratlon consistent with sound management, with the tremendous 
work to be done, and with our system of checks and balances {s a diffeult and 
never-ending one. It can best be furthered by adopting the President's proposals. 


DEPARTNENT OF STATE, 
Washington, D.C., July 31, 1951, 
The Honorable Jauwes P. RicHarbs, 
Chairman, Commitice on Forcign Affaira, 
: House of Representatives. 


My Drax Ma. Ricnarps: As a result of the developments in the course of the 
hearings and of further {nformation received since the mutual security program 
was first submitted to your committee, a number of relatively minor changes in 
the’ proposed ltegtslation appear to be desirable. These proposed changes have 
the concurrence of the rame departments of the Government which approved 
the original draft legislation. 

1, Section 303 (a) Is proposed to be amended to read as follows: 

“Sec, 303. (a) In order to provide for the United States contribution to the 
United Nations Korean Reconstruction Agency, established by the resolution of 
the General Assembly of the United Nations of December 1, 1950, there are hereby 
autborized to be 114 el htang to the President not to exceed $112,500,000. In 
addition, unobdligated balances of the appropriations heretofore made, and avail- 
able during the fiscal year 1951, for assistance to Korea under authority of the 
Far Eastern Economic Assistance Act of 1950, as amended (@2 U.S. C. 155t, 
1552, 1643), are hereby authorized to be continued available through June 30, 
1952, and to be consol{dated with the appropriation authorized by.this section. 
The President is authorized to make contributions to the United Nations, out of 
funds made avaliable hereunder, in amounts not exceeding in the aggregate 
$162,500,000 for the United States contributions to the United Natlons Korean 
Reconstruction Agency.” , : 

The purpose of the change is to place a celling of $162,500,000 on the amount 
of contributions that may be made available to UNRRA. Section 303 (a) In Its 
present form would permit contributions to exceed that sum to the extent that 
unobiigated balances of existing appropriations exceed $50,000,000. It will be 
recalled that Mr. Cabot was asked about this matter, and testified that such a 
ceillng wonld be entirely acceptable. 

’ 2. In section 803 (b) (line 21, p. 8 of S. 1762) the words “In Korea” should 
be elfminated. In Its present form, the {itle of the command fs Incorrectly 
deeeribed as “The United Nations Unifiéd Command in Korea.’ Actually, the 
United States Government speaks as the unlfied command. 

8. The following changes are proposed for sectlon 503: 

{a) It is suggested that the firat sentence be amended to read as follows: 

“Funds made available for carrying out the provisions of title I of this Act 
shall be available (1) for the administrative expenses for carrylng out the 
Purposes of all of the titles of this Act, including expenses Incident to United 
States participation In. international security organizations and expenses of 
domestic programs under thé Act for International Development, and (2) for 
promoting, pursuant to the authority contained in the. Economic Cooperation 
Act of 1048, aa 3 ded, in areas covered by this Act, the {ncreased production 
of materials In which the United States {s defictent.” ; 
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The purpose of thts addition Is to permit the use of title I funds for strategic- 
Inaterials developnient. The need for this stems from the nature of the budget 
presentation of the Mutual Security Program. ECA, fu its presentation to 
the Bureau, Included a sum of about $35,000,000 for strategle materials develop- 
ment {n Its title I request. The {dea was to use this $35,000,000 In the Utle IIT 
area as Well as fu the dependent areas of the tite 1 countries. Apparently no 
thought was given at the thue of the presentation to the statutory restriction 
ou the use of title L funds until after the budget presentation to Congress was 
frozen by the Bureau, so all the Cunds for strategic-matcrlals development fn all 
areas fs tn the title FE authorization. Authority to use these funds in other areas 
thaw the title I area Is therefore necessary ff the funds ure to be used ax phinned 
and budgeted. There Is no thought hy this change to permit the development of 
materials except in accordance with authority already contained in the Econemle 
Cooperation Act, xurtlealarly sections 115 (i) and 117 (a). 

(b) In tine 4, page 12 of S. 1762 the word “department” is misspetled— 
there fs an extra “oe”. 

4. In section 505, it Is proposed that the present provisions be designated 
section 605 ¢a) and a new subsection 505 ¢b) be Inserted in the following form: 

"(b> Section 110 (a) (8) of the Economic Cooperation Act of 1945, as amend- 
ed, Is atuended to read as follows: 

(1) employ persons and engage the services of officers and employees of 
other departments and agencies of the United States Government, and such 
individuals may receive compensation at the rates provided fer the Foreign 
Service reserve and staff by the Foreign Service Act of 1946 (60 Stat. 009), as 
a aes together with allownuc 4 and benefits established thereunder; 
and ¢ © #4" 

The propused amendment of section 110 (a) (1) of the Econoinie Cooperation 
Act of 1048, as amenied, Is Intended to do (wo things: (1) te put ECA and 
State's TCA on equal footing with respect to employees of the PubHe Health 
Service and the employees of certain other Government agencies; and (2) to 
put all United States Government employees working in forelgn assistance mls- 
slons abroad on as nearly equal a fuoting as possible with respect to compensation 
atlowances and other benefits. 

TCA, under section 413 (a) of the Act for International Development, pro- 
vides Public Health Service officers’ salaries, allowaices, nnd other benefits at 
the saiue rates as to oflicers of the Foreign Service Reserve and Staff. ECA, how- 
ever, has no specia) authority to pay Public Health Service officers salaries and 
allowances beyond those paid them as career officers oy Public Health Service 
under the regulations of the Service. The genera) counze! of the Federal Security 
Agency has even ruled that Public Health Service officers may not, In the absence 
of special statutory authority, have their autos transportal overseas by ECA— 
even though ECA has general authority to transport autos overseas ut Govern- 
Inent expense. As a restlt of the diserepancy io the compensation and other 
payments available to Public Health Service officers working for TCA and ECA, 
even though ECA has general authority (o transport autos overseas al Govern: 
{t Is becoming increashigty dificult to recruit Public Health Service people to 
work for ECA, 

Quite apart from the above situation, ECA fs anxtous to have all employees 
working for ECA overseas receive the same salaries, allowances, and other 
benefits, The existing differences are evidently causing a rather touchy per- 
sonnel situation at a number of the missions and in the field. The best solution 
appears to be to pernilt all Governivent employees working abroad for ECA 
to png pay and atlowances cquivatent to that given Foreign Service reserve 
and staff, 

4. In section 500, the following changes are suggested: 

(a) In the celginal presentation of the prograni, section 600 of the draft 
bill contalned two provisions which {t is now proposed to delete: 

(i) In section 509 (b), all of the last two sentences should be deteted. 
The explanation for thts proposal was given In the testimony of Mr. Gots 
and Captain Robillard. 

(ip All of section 500 (e), as It appears fin the original drafe bill, should 
be deleted, The reason. for this deletlon was also explained in the course 
of the hearlags on July 30. 

(b) In subsection (b) (1), page 15, line 1, the word “such” should be deleted, 
This will correet a drafting error. It has alzo been suggested that the word 
“such” In Une 3 of page 15 be changed to “the.” This Is not as fiportant, but 
would be an Improvement. 
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(c) A new subsection (¢) le proposed, to be inserted after line 16 on page 18, 
reading as follows: 

“Excent as otherwise provided by flaw, no recovery shall be had for any In- 
fringement of a patent committal more than 6 years prior to the filing of tha 
complaint or counterclatn for infringement {n the actlon, except that the perlod 
between the date of receipt by (he Government of a written clalm under sub- 
section (¢) abdve for compensation for Infringement of a patent and the date 
of malling by the Government of a notice to the clatinant that his clalin has 
been dented shall not be counted as part of the 6 years, unlegs sult is brought 
before the last-mentloped date.” 

The purpoze of this proposal has been explained In the teatimony of Mr. Casper 

ms, 


After these changes have been made, section 600 will read as shown In the 
attachment to this letter. 

A new section 614 fs suggested tn the following form: 

“no, 514. Any equipment or materials procured to carry out the purposes of 
this act shall bo retained by or transferred to, and for the use of, such depart- 
ment or agency of the United States Government as the President may determine 
in lleu of being disposed of to a foreign nation whenever, [n the judginent of the 
President, such dis t toa foreign nation will not be tn the Interest of the 
United States, or whenever such retention Is called for by concurrent resolutlon 
by the two Houses of the Congreas,” 

Tho purpose of this proposal Is to make the provisions of sectlon 408 (f) of the 
Mutual Defense Assistance Act applicabte to all countries recelving assistance, 
Section 408 (ft) in its present form applica only to North Atlantle Treaty coun- 
tries. A few changes have been made In the language of the original section In 
order to make it appropriate for other areas, The purpose of the section ts to 
authorize other United States Government agencies to use material or equipment, 
originally procured for assistance to other conntries, which {s found to be more 
important to the United States Government. 

6. I¢ will be recalled that Secretary Acheson testified before the House com- 
mittee that there would be no objection to requiring intertitle transfers made 
under authority of sectlon 501 to be apectally reported to congressional commit: 
tees as in the case of sectlons 408 (c) and 408 (e) of the Mutual Defense Aasist- 
ance Act. For this purpose, the, final sentence of sectlon 408 (c) could be used 
without change, as follows: 

“Whenever the Presiiient makes any such determination he shall forthwith 
notify the Committee on Foreign Relatlons of the Senate, the Committees on 
Armed Services of the Senate and of the House of Representatives, and the 
Committee on Foreign Affairs of the Houge of Representatives.” 

Sincerely yours, 
Cranes A, Coorzpor, 
Deputy Director, International Sccurity Affatre. 


S8xrction 500 


Seo. 500. (a) As used in this sectlon— 

(1) the term “invention” means an {nvention or discovery covered by a 
patent lasued by the United States, and . 

(li) the term “information” means Information originated by or pecullarly 
within the knowledge of the owner thereof and those In privity with him, 
which Is not available to the public and {s subject to protection as property 
under recognised legal principles, 

(b) Whenever, in connection with the furnishing of military assistance in 
furtherance of the purposes of this Act— 

(I) use within the United States, without authorisation by the owner, 
shall be made of an invention, or 

(il) damage to the owner shall result from the disclosure of taformatton 
by reagon of acts of the United States or its officers or employees, 

the exclusive remedy of the owner of such inventlon or fnformation shall be by 
sult against the United States in the Court of Claims for reasonable and entire 
compensation for unauthorized use or disclosure. In any such anit the United 
States may avall itself of any and all defenses, general or special, that might be 
pleaded by any defendants tn a like action. . 

“(¢) Before such guilt agalast the United States his been instituted the head 
of the appropriate department or agency of the Government, which has furnished 
military assistance in furtherance of the purposes of this Act, {s authorized and 
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empowered to enter luto an agreement with the claimant, in full settlement and 
colipromise of any clan agnlnat the United States hereunder, 

(i) Phis section shall not confer a right of action on anyone or his successor 
or assignee who, when he makes such a claim, Is In the employment or service 
of the United States, or who, whito In the employment or service of the United 
States, discovered, invented, or developed any Invention or Information on which 
auch claim ia based. 

(ve) Except as otherwise provided by law, no recovery shall be had for any 
infringement of a patent committed more than slx years prior to the fillng of the 
complaint or counterclalin for infringement In the actlon, except that the perlod 
between the date of receipt by the Government of a writtea claim under sub- 
acction (c) above for compensation for Infringement of a patent and the date 
of malilng by the Government of a notice to the claimant that his claim has been 
dented shall not be counted na part of the alx yearr, untess sult is brought before 
the tnat-mentioned date. 


liovse oF REPRESENTATIVES, 
CoMMITTEE ON Forrion AFFAIKS, 
Weoshington, D. C., August 2, 195!, 
Mr. Louis Lipaxy, 
American Ziontat Council, New York, N.Y. 

Dear Ma. Liraky: Upon reading the record of the hearings before the Com- 
mittee on Foreign Affairs, It seemed to me that three questions were raised upon 
which a statement from you incorporated {n the record night be helpful. ‘These 
are: (1) Has Isracl complicd with United Nations decisions in respect of {ts 
borders with the Arnab States; (2) has Israel opposed United Natlons resolu- 
tfons regarding*internatlonalization of Jerusalein; and (3) What was Israel's 
responsibility In reapevt of the filght of the Arab refugees. 

Sincerely yours, 
J. K. Javits, Sfembecr of Conogrces. 


AMERICAN ZIONI8T CoUNCIL, 
New York, N. Y., August 6, 1951, 
Hon. Jacos K. Javits, 


House Offce Building, Washington, D. O. 

My Dean ConoressmMan Javits: Thig will acknowledge your letter of August 
2. Ll appreciate your courtesy In submitting these questions to us and enabling 
us to present the answers, 

I ain enclosing a memorandum prepared by the American Zionfst Council 
which responds to the three question you raise. 

Sincerely yours, 
Louia Liraxy, Chairman. 


I, Tue Uniteo NATIONS’ RESOLUTIONS AND ISRAEL'S FRONTIERS 


Question: Hae ferael complied with United Naltons’ decisions tn reapect of tte 
dorders sctth the Arad States? 

Israel's present boundaries rest on formal armistice agreements with the Arab 
States, negotlated and under the auspices of the United Nattons itself. Israel 
does not hold an Inch of territory outside these boundaries, nor does St claim any 
territory belonging to any Arab States or any part of Valestine now occupled 
by Arab States. 

2, Israel has repeatedly offered to sign peace treaties with her Arab nelghbors 
on the bas!s of the present boundarlea. Dut the Arab States continue to refuse 
to negotlate a peace settlement. Despite the armistice agreements, they regard 
themselves at war with Israel. 


THE ORIGINAL UNITED NATIONS’ PARTITION RESOLUTION 


8. The first United Nations’ resolution on Palestine, adopted November 29, 
1047, called for the partition of Palestine into two independent states. Jewlsh 
and Arab, and a Jerusalem enclave, all to be united by Snternationally supervised 
economle union. 

4. The Jewish authoritlea in Palestine—the Jewlsh Agency and the National 
Jewish Councli—wersé the only major party In Interest that accepted that resolu- 
tlon without qua/ification or reserve, 
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6. Under the UN plan, the two states were to have been interwoven, their 
boundary Unes crossing twice and dividing each of the states into three non- 
contiguous segments, accessible only at the two cross-overs. This division was 
feasible only in peace. The bountarles would surely dlzappear in confilet. If 
the Arabs had accepted tha November 23 UN resolution, the separate Arab State 
would havo come Into belng and those boundary lines would today be fn effect. 

6. But the Arab Higher Committee of Palestine, led by the ex-Muftl of Jerusa- 
lem, and the Arab League declared open war on tho resolution from the very 
bexinning. .Before tho UN Ad Hoe Commltice on Palestine on November 24, 1047, 
Jamat IHusseiui, spokésman for the Arab Higher Comiilllee, declared: ‘lhe par- 
tition Jine proposed shall be nothing but a ine of fire and blood.” 

7. Inside the Jewlsh area, the Valestinian Arabs began guerrila warfare the 
day after the Assembly voted, while Arab volunteers and mercenaries freely 
croased the frontlera froin the neighboring Arab States and Joiued the contilet. 
‘The mandatory power In Palestine declined to accept the UN rocommendatlons, 
refusing to help Implement them. The United Nations Patestine Comission, 
blocked by Arab opposition and the mandatory’s fnilifference, never went to 
Palestine, but reported to the Security Councll on February 16, 148: “Powerful 
Arab interests both inside and outside Palestine are defylng the resolution of 
the General Argsembly and nro engaged In a deliberate cffort to alter by force 
the settlement envisaged therein.” 


THE FAILURE TO IMPLEMENT 


& Confronted with a breach of the peace and armed defiance of an Assembly 
rerolution, the Security Council, under the teaderallp of the United States dele- 
Ration, moved to abandon tho original partition resolution, I¢ summoned the 
General Assembly into special session in April 1048. The United States then 
Proposed a new plan for a trusteeship in Paleatine, but this, 1¢ developed, was 
acceptable to none of the parties and the Assembly adjourned withont a now 
decision. The mandatory left Palestine on May 14, and the Jowlsh State was 
immediately proclafmed, {n conformity with the original UN resolution of 
November 20, 1947, 

0. The Ardb States attacked Jeracl from four aides, Jordan moved to capture 

the eastern part of Palestine, including Jerusalem. Egypt intended to occupy 
the coastal plaln, Including Tel Aviv, and also Jerusalem, And Syria and Iraq 
proposed to divide Galilee and northern Palestine, including Haifa. But that 
partition of Palestine was defeated bs reaiastanco of the newly created Israel 
Army. However, the Jordan and Egyptian Armies did aucceed In occupying 
part of Arab Palestine, and they remain there today. 
- 10, The boundarles envisaged in the original partition plan wero thus erased 
by the Arab invasion. Tho independent Arab State never came Into being because 
its territory on the east and fn the center of Palestine was relzed by Jordan and 
on the southwest coast by Egypt. Isract, for ita part, gained territory in the 
fighting. The western Galllce, a rocky and mountainous regton, tsolated from 
the reat of Arab Pateatine and a salient dividing Israel Into (wo, had been used 
as a base for Arab irreguiara during the fighting, and the Israel forces captured 
this area, uniting thelr divided State. The Isractis succeeded in operating a 
corridor from the const to bring food and water to the besleged city of Jerusalem. 
That corridor, essential to Jerusalem's survival, remains In Iarnel’s hande, 


| THE EXISTING BOUNDARY AITUATION J 


11. Under the orfgtnal partition resotutlon, the area allotted to Iaracl was 
about 5,000 square miles. Today, with the addition of western Calllce and the 
Jerusalem corridor, the area of Israe) ts about 8,100 square miller. The boun- 
darlee which divide Israel and her Arab neighbors in the main follow the truce 
linea which were tn existence when the fighting came to an end in 1018 These 
boundaries are set forth In the armistice agreements negotiated by Dr. Ralph 
Bunche, former UN mediator, In compliance with the Security Counc! resolution 
of November 16,1048 While there have been occasional frontier clashea between 
gifabe and Israelis during the last 2 years, the frontiers have not changed and 

sraci holds no position In violation of them. | | 
| 12. Siace the ening of theee ariuiatice agreewynts, there has never been a 
proposal at the United Natlong (to reviso the frontters or to revert to the 1047 
aytliton boundarics, No such proposal could be seriously entertained for it 
Sold Grek have to oyercome the opposition of Jordan which has since annexed 
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1%. The Soviet Union, hag, on occasion, declared that it still supports the 147 
partition plan in principle, and this tie is followed by Communtsts in Arab 
Palestine tnd tu Tsrael fin effort to stir the Arab refugees tnto revolt against the 
rule of Jonlan and Isracl. 

t4, During scusstons with the United Natlons Palestine Conciliation Com: 
inission at Lausanne, the Arab Slates propesad that the Why partition plate be 
nu starting point for negotlation, hut they thea went far beyond that by laying 
clatia to east GQalllee, to west Calllee, Co (he northera aud southern Negev and 
ty the territory between Jerusaten and the coast, Thus, they would have re- 
eh Ternel to a tiny coastal aren of about 20 percent of Israel's present ter- 
ritory. 

15. But such proposals have evoked no sympathette response at the Unlted 
Natlons where it Is generally accepted that an uggeessor is estopped to claltn 
territory tost In confilct he Initlated, 

10, The Palestine situation baa its analogy in Korea. There, a) polltteal 
boundary, the thirty-eighth puralttel, Uke the partltlon frontler, wis erased by 
an act of aggression, ‘The UN has taken the positfon that the North Roreaus 
cannot reestablish a line they themselves violated, The anime priuciple appites 
in VPaleatine. 

17. lt should be emphasized (hat Esracl holda no territory betonging to the 
Arab Statea or beyond the otd tnternational fronttor of Palestine. On the 
other hand, two Arab States, Egypt and Jordan, now hold substantial areas tn 
Paleetine ferritory beyond their original frontlers, and a third Arab State, 
Syrla, ls attempting (o win control over Israel territory tn the reglon of Lake 
Match, It da often sald that the Arabs fear Tsract’s oxpansion because of Israel's 
Jarge Influx of tiamigrants and beeause Jaraet malntalins a large armed foreo, 
If these fears are genuine they can best be allayed by peace treatles,  Tsrael 
has repeatedly affrined her readiness to enter into peace treatles with her 
Arab nelghbors on the basis of the existiug armistloe agreements. 


THE ATTITUDE OF THE ARAU STATES 


IN The attitude of the Arab States has been Intransigent from the begtrning. 
In 1047 they were opposed (0 any plan which might give rlac to atu independent 
Jowlsh atate In any part of Palestine. They were deternined to establixh an 
all-Arad state in the countey and therefore tn 147 they opposed both the mafortty 
(partifton) and tlnority (federation) reports of the Untied Natlona Spectal 
Comittee on Palestine, In early HHS they opposed the United States plan for a 
trusteeship, Then they went to war, They ageced to a BOtay truce, but when 
It explred they renewed the fighting and dt not stop until they were compelled 
to comply with a Security Council order. In the fall of 1948, at the Paris 
session of the General Agcembly, they rejected the Bernadotte plan which would 
have turned over the entire Nogey, the Patextine desert, to Jordan, Throughout 


they refused to concede that Israel could possibly extat, ‘Phey would accept | 


no compromise of any kind 
19, Tn M48, 1949, and 1050 the General Assembly adopted resolutions catting 
on Taracl and the Arab States to reach a settlement of thelr differences, Israel 
hax, coch time, Informed the UN of Its readiness to negotiate. For 18 months 
the UN Palestine Concillatlon Commission met [n Switzerland tna fullte effort 
to bring about a begloning of peace negotiations But throughout the entire 
peice the Arab delegations refusal even ta meet in the xanie room with the 
srac) representatives, As recently as December 1980, at tho fifth seadon of 
the pitas Assembly, they continued to oppose direct negotlatlons with the 
hew state, : 
TILE KCONOMIO BLOCKADE 


20. Since the collapae of their military effort to Hquidate Isracl, they concen: 
trate on economic and polltical warfare, in tho hope that they can strangle 
Israci_ by cconomle blockade. : 

21, Egypt shuts off the Suez Canal. This has been condemned by Dr. Halph 
Hunche and hag been described by Et. Gen, Willlam EL Ritey, Chief of Staff 
of the UN Trace Supervision Organization in Palestine, as “ati aggressive and 
hoatile act.” Terael catimates the total coat of the Sucg blockade at $150,000,000. 
The United Kingdom, France, Australia, and many other natlons have re- 

tedly protested thia interference with International shipping and the ftastic 
a now before the UN Security Council. The Egyptian blockade preventa tho 
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passage of crude oil from the Peralan Gulf to the British-owned refinery at 
Haifa. The result Is to deny Western Europe the ofl supply essentlal to recov- 
ery and rearmament. The situation has become more serions because of the 
shut-down at Iran. Thus, on August 1, 1951, Sir Gladwyn Jebb, representative 
of the United Kingdom, told the Security Council that Egypt's stopping of 
tankers had caused Britain “great inconvenlence and considerable financial 

_ loss." He sald: “I need scarcely remind the Councli that owing to other events 
in the Near East the need for ut!llzing to the full any available refining capacity 
at Halfa and elsewhere may well become even more pressing !f the supply of 
petroleum products is to be maintained for great areas of the world, including 
Western Europe and meny countries of Asia.” 

22. Meanwhile, Iraq refuses to let of] flow through the pipelines to Haifa and, 
as a result, that reflnery operates at only 25 percent of its capacity, using crude 
oil that is brought by tanker all the way from distant South America. 

23. Syria wants to cut off the headwaters of the Jordan, stop the Huleh drain- 
age project, and thus block Israel's long-range {rrigation and agricultural de- 
velopment plans. When the Palestine fighting ended in 1048, Israel was In occupa- 
tlon of a atrip of Lebanese territory while Syria had crossed Its frontler and 
occupied a strip of Israel’s soil in the vicinity of Lake Huleh in eastern Galllec. 
Israet had no desire to hold Lebanese territory. ting the armistice negotia- 
tions it agreed to withdraw to the old frontier. It had been given to under- 
stand that Syria would do the same. But, after the Lebanese-Israel agreement 
was signed, Syria refuse}, After a long and stubborn negotiation, Syrian forces 
withdrew but a small area of Israel's soil was demilitarized. In this area Israel 
has been carrying forward a largescate dirainage project for the purpose of curb- 
log malaria, reclaiming marshlands, and facilitating the irrigation program for 
the remainder of the country. It is this project that Syria has sought to block by 
nillitary action {n recent months. 

24. The hostillty of the Arab League was responsible for the collapse of the 
Jordan-Israel peace negotiations, Article 8 of the Israel-Jordan armistice 
agreement provides that the two states should carry out certain agreements 
whereby Jordan would open the old clty In Jeruzalem and the road to the 
Hadassah Hospital and the Hebrew University—the great cultural and scientific 
institutions on Mount Scopus which have now been closed for 3 years—in ex- 
change for similar concessions on the part of Israel. In the spring of 1950, 
King Abdullah of Jordan was ready to agree to the implementation of article 8, 
and also to open commercial relations with Israel which would have been a 
great boon to both states. But he was forced to desist by the threat of expul- 
alon from the Arab League. 

25. In the light of this record {t is clear that Israel has not been the aggressor 
in the Near Eaat, and has consistently favored a peace settlement with those 
Arab States that started the war against it. It does not violate its frontiera 
which were negotiated under the auspices of the United Nations, 


II. Tsragn. AND JERUSALEM 


Question: Has Ierael opposed United Nations resolutions regarding internation- 
_ . Gheatton of Jerueatem? . 

26. Israel’s position on Jerusalem fs in harmony with that of the United States 
and many western countries in the United Nations. It favors functlonal inter- 
nationalization, Le, an international regime authorized by the United Natlons 
to supervise the holy places sacred to the three falths. This position, con- 
sistently malotained by Israel, was held by the United States, both In 1949 at 
the Geferal Assembly, when it was a minority view, and in 1960 when other 
leading powers espoused the same program. 


. THR ORIGINAL UN JERUSALEM RESOLUTION 


27. The Original plan to Internationallze Jerusalem was embodied in the 
Norember a4 1947, partition resolution. Israel was the one major party that 
wag ready and willing to accept [t. The UN Trusteeship Council was directed 
to draw up a draft statute‘for the government of Jerusalem. Israel's represen- 
tatives cooperated with the Council fn this task. ey belleved and hoped that 
internationalization would insulate the historic aty from the confilet which 
appeared inevitable. Bot, just as tho UN nial trenypiearr vlna found it im- 
Boast bl td implement the over-all partition resolution, 80 the Trusteeship Council 
al hed itgassignment. 7 
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28. Iu the meantime, Jerusalem was isolated and besleged by Arab forces 
which surrounded it. In 6 weeks, 1,490 men, women, and children—a staggering 
proportion, 1!4 percent of the Jewlsh population—were killed In the defense of 
their clty, The international comrountty did not save Jerusalem from disaster. 
The UN did not move to defend the city. The people of Jerusalem were réscucd 
by young men and women from Israel, who gave up their lives to open the road 
from the Mediterranean coast and to bring them food and water. 

29, While the new clits, built largely hy the Jewish detelopment of the last 
century, was able to withstand attack, the Arab Legion forces occupled the old 
city, the Jewlsh population of the ancient quarter were Urlven out, and some 
26 Jewish synagogues and shrines were destroyed. The old city became part of 
Jordan, the new city became part of the State of Israel. Order has been restored 
to Jerusalem. The people Ive at peace, and the new city grows rapidly as the 
capital of the State of Israel. 


Functional Versus Territorial Intcrnattonalization 


30, The State of Israel and the Jewish people of Jerusalem are ready to accept 
and cooperate with an internatlonal regime to supervise the holy places. They 
velicve that the UN can establish an authority (o safeguard access to the shrines 
and to guarantee full exercise of religious rights for all faiths, But they oppose 
terrltorlal {nternatlonalization, |. e., the {Imposition of foreign rule over the 
city and the abridgment of the natural rights of the people. They regard this as 
inequitable and self-defeating. In their view, it is the holy places of Jerusalem, 
not its area and people, which should be under international supervision. 

31. Notwithstanding the fallure of 1948, which demonstrated the Impractica- 
Mlity of the plan, the United Naticns in December 1949 called again for the 
cumplete {nternationalization of Jerusatem and its environs. It directed the 
VrusteeshIp Counell to Implement It. ‘he United States delegation opposed 
this unworkable plan which was put through by a strong and strange combination 
of Soviet, Latin Awertcan, and Arab States. The Arab States bad previously 
opposer) Internatlonalizatlon because they wanted Jerusalem to be an all-Arab 
elly. Defeated In that objective, they then changed their position. lfowever, 
Jordan, the one Arab state which occupies any part of Jerusalem, has always 
vupposed any kind of Internatlonalization and still does, 

32. The Trusteeship Council) met in Geneva carly in 1050, to draw up a pew 
statute for Jerusalem. But Jordan, the state most directly concerned—for 
almost alt the holy places are inside the old city—refused to permit any United 
Nations supervision in Jerusalem. It deciined to appear before the Council. 
Isracl ¢ffered a counterpropesal—functlonal internatlonalization. 


ISRAEL'S PROPOSAL 


33. In a memorandum subinitted to the Trusteeship Connell of the UN tu May 
100, the larnel delegation declared : ; 

(3) In Jerusalem, the holy places of the three world religions are gathered 
in a niique concentration. These xanctuarles command a world-wide reverence, 
far transcending thelr purely tocal environment. The protection of the holy 
places and of free access thereto, and the maintenance of existing rellgtous 
rights, constitute an international trust for which the responsibility of the United 
Nations should be universally recognized. The Government of Israel belleves 
that the United Natlons shoutd be enabled effectively to exercise that responst- 
bility, which should also be expressed in appropriate juridical form. 

" (4) Accordingly, any sotution which the Government of Israel can commend 
or support must simultancously fuldll two objectives: it should satisfy the 
principle of United Nations responsibility for all mattera directly affecting the 
holy places and free access thereto; and it must leive the population of the city 
free to express thelr Ineravicable national loyalty through the democratic instita- 
tions which they have helped to create in Jerusalem and In thelr own State.” 

(The main features of the Israel proposals are contained In appendix A.) 

34. At the 1050 gession of the Gencral Arsembly, the Trusteeship Council re- 
ported that [t was unable to carry out the 1849 resolution. It transmitted 
Jordan’s refusal and Israel’s offer. A number of western states—Sweden, Can- 
ada, the Netherlands, the United Kingdom-—all advocated functional Interna- 
tlonalization, along the lines of Israel's plan, which had been widely approved by 
pubile opinion alt over the world. The United States also took this position. 
However, no vote was taken on that proposal. Advocates of full internationall- 
zation, realizing that they no longer could command the needed majority in the 
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Assembly, did not seek a reaffirmation. Instead, they urged the-dispatch of 
another mission to Jerusalem, {n the hope that the original plan might still be 
ante out. But even this was defeated. No resolution was adopted. No actlon 
was taken. 

35. Thus, [t is inaccurate to suggest, as do Arab spokesmen, that Israel blocks 
internationalization. Real progress toward a practical and feasible international 
regime for Jerusalem's holy places is blocked on the one hand by the opposition 
of Jordan to any kind of plan and, on the other, by the uncompromising atlitude 
of extreme advocates of internatlonalization. 


e 
HI, Israke AND THE AgAB REFUGEES 


Question: Waai was Isract’s responsibility in respect of the fight of the Arad 
refugces? 

36. There would not be a single Arab refugee In the Near East today if the 
Arab Higher Comittee and the Arab League had accepted the November 20, 
1947, resolution. 

37, In any discussion of responsibility for that tragic exodus, affecting so many 
innocent men, women, and children, It must be kept in mind that the Palestine 
refugees today would have been living [n the independent Arab state or in the 
State of Israe] (where 170,000 Arats now live in peace with their neighbors), 
it the Arabs bad not rejected the November 20, 1947, resolution and waged war 
agatuost the resolution and Israel. Recrfmination over responsibility witl not 
resettle the Arab refugees nor compensate them for their losses. But since Arab 
leaders seek constontly to disavow guilt ans to fasten it on Israel, the facts must 
be recorded. The central and incontrovertible fact is that the Arab Eligher 
Committee stlm-ulsted, organized, and directed the mass exodus. 


THE FACTS OF RESPONSIBILITY 


38 The day after the UN partition resolution was adopted In 1947, the Arab 
Higher Committee launched a campaign of violence against the Jewish com- 
munity. The road to Jerusalem was blocked off; convoys were attacked: settle- 
ment guards were ambushed and killed; roads were mined and settlements 
isolated; a Jerusalem street was blown up and more than 50 men, women, and 
children died In the night; a group of young Hebrew university students were 
massacred on the road from Jerusalem to Hebron; the Jewish Agency in Jeru- 
salem was bombed, with heavy casualties. There was needless retallation. In- 
nocent Arab men, wonien and children were slaughtered at the village of Deir 
Yassin fin an undisctplined and needless attack by Jewish {rregulars--an Incident 
ditterly repudiated at the time by the Jewlsh Agency for Palestine. A few days 
later some 70 Jewish doctors, nurses, and scientists were put to death in a 
convoys’ set afire on the road to the Hadassah Hospital. 

39. These clashes ant counterclashes accelerated the Arab exodus. But It 
started long before then. It began in December 1947, Immediately after the 
partition resolution, when wealthy Arabs who could afford to leave the country 
departed in the expectation that they would return after a quick Arab victory. 
Other Arabs followed the example set by their leaders. Expjoiting the confilct, 
the Arab Higher Committee called on the Arab population to leave the country 
en masse. This was many weeks before Deir Yassin. The Jews appented to 
the Inhabitants of Haifa and of the Sharon Plain to remalo, for they were eager 
to avert war and they wanted to live at peace, with their Arab nelghbors. 

40. Thus, when 200 armed soldiers of the Haganah wrested the port of Haifa 
in Jewish Palestine from Arab forces In April 1948, almost ali the 65,000 Arab 
iuhabltants of that city promptly picked up and left, at the command of the 
Arab Higher Committee. They ignored the appeals of the Jews that they 
remain. (See appendix B for an official British account of this incident.) They 
* were determined to show to the United Natlons that under no circumstancese 
would the Araba tive at peace with the Jews in a Jewish state. But, as Mr. 
Clarenca Pickett, of the American Friends Service’ Committee, testified before 
the Committee on Forelgn Affairs, the Arab radio at Ramallah called upon the 
Arabs to get out, promising them they would retaro within a short perlod to 
kill all Hing ae and take possession of their property, Events proved this to be 
a gigan under, .- ae - . 

41. There is ample evidence from Arab sources of the fact that the Arab 
leadership precipitated the masa departure of the Arabs from Palestine. Mr.: 
Habib Issa, acting editor of Al-Hoda, the chief dally newspaper of the Arabic- 
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speaking community tn the United States, described it {n hls newspaper on 
June 8, 1951. (See appendix C for transtation of his article.) 


THE DEMAND FOR REPATRIATION—WITHOUT PEACE 


42, When the fighting ended and the UN truce came, the Arab Higher Com- 
mittee and the Arab States were confronted with the grave consequence of thelr 
niiscalculation, but they refused to accept it. Charging Israel with the “expul- 
sion” of the Arab refugees, they insisted upon repatriation. They would not 
discuss resettlement in Arab lands. The very presence of the refugees was an 
embarrassnient. It was evidence of a political and military defeat which the 
leadera of the Arab States did not wish to admit to their people. Throughout 
1848, 1949, and 1950 the Arab States refused to negotiate a peace treaty with 
Israe), insisting that Israel must first agree to the return of the Arab refugees. 
In Israci’s view this was a demand to commit suicide. Israel could not agree 
to the return of targe numbers of Arab refugees who were not ready to give 
thelr loyalty to the new state and who would surely constitute an explosive fifth 
column should the Arab States renew hostilittes. Arab publicists themselves 
openly urged the return of the Arabs as a potential subversive force to facilitate 
the second round of fighting for which they constantly called. 

43. It should be noted that there has always been a tendency to exaggerate 
the number of the Arab refugees. It has been variously esthinated at between 
600,000 and a millon. But the total number of Arabs In all of Palestine did 
not exceed 1.200,000 In 1947. There are tow 170,000 Arabs in Israel. Between 
400,000 atid 500,000 remained in the Arab part of Palestine which has heen Incor- 
porated into Jordan. Unless one regards all the Arabs now living In Israel and 
Jordan as refugees, the figure of a million 1s obviously gross exaggeration. The 
number of bona tide refugees is actually about 600,000. The fact is that many 
indigent members of the local Arab populations throughout Palestine and the 
Arab countries were Included In UN refugee relfef. 

44, Repatriation of a substantial number might have been possible if the Arab 
States had been disposed to enter into peaceful relations with Israel. Some 
Arab refugees—a figure estimated at more than 20,000—dld filter back. Israel 
permitted the reuniting of families in certain instances. 

45. Eager to brenk the impasse in negotiations and open the way to peace, 
Israel made a concrete repatriation proposal in 1949. It had been suggested to 
Israel by the Palestine Concillation Commission that if Israel would agree to ac- 
cept a substantial number of the Arab refugees, the Arab States might do like- 
wise and that could well mean the beginning of a final and decisive solution of 
the problem. Accordingly, In the summer of 1949, fn negotiatlons at Lausanne, 
Fe enctes to take back 100,000 Arab refugees. But the Arab States rejected 

e offer. 


THE STATUS OF THE ARABS IN ISRAEL 


46. It should be pointed out that the Government of Israel has spent large 
sums for the care of Palestine refugees within its own borders and also to lift 
the living standards of the entire Arab population inside Israel. It estimates 
that between May 15, 1048, and December 31, 1019, it spent 3,010,495 Israel 
pounds for Palestine refugees. In the calendar year of 1050, it spent an addi- 
tional 963,149 pounds. This makes a total of more than $11,000,000. 

47. On December 6, 1950, Forelgn Mintster Moshe Sharett of Israel told the 
Ad Hoe Polltical Committeee of the United Nations of the efforts his Govern- 
ment had made to ralse the living standards and to secure the political rights of 
the Arabs inside Israel (UN document A/AC.38/SR71), 

48. He stated that Arab women had voted for the first time in history In 
Israel's firat election. In 1844-45, only 45 percent of Arab children of schoo! 
age were at school. In 1949-50, 83 percent were at school, the result of Israel's 
new compulsory education law, and it was expected that the figure would soon 
rise close to 100 percent. 

49. In Jewlsh areas, the Government pald 60 percent of education expendl- 
tures, because {t was a tradition of Jewish communities to defray part of the 
cost. But in Arab areas, the State of Israel bore the entire expenditure. The 
same was true of health expenditures and the Arabs now had full hospitalization 
for all costs of ccntaglous diseases. Mr. Sharett also told the committee that 
before the state was established, an unskliled Arab workman had received 40 
percent of the wages pald to Jewish labor. The figure now stood at §5 percent. 
an ae. was no differential between the wages earned by Arab and Jewlsh 

abor. 
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50. On July 1 of this year, the Prime Minister's office in Israel announced 
further progress with regard to the status of Arabs in Israel. According to the 
Jewish Telegraphic Agency, the Custodlan of Absentee Property had decided to 
release the property of Arabs who were citizens of Israel. The Custodlan was 
prepared to release upon application all movable property and to consider the 
release of urban real property as well as unfreeze all Arab bank accounts. The 
government was permitting some 23,000 Arab infiltrees to rematn permanently 
{n the country. In addition, it was known that 18,000 infillrees resided illegally 
{In Arab villages. The report stated that the 170,000 Arabs [n Israel Included 
32,000 living in citles- and towns, 120,000 In rural communities, and 18,000 
nomads, The Governinent had carrled out pledges of political equality contained 
In the Ierael declaration of Independence. It had published its Official Gazette 
in Hebrew and Arabic, Inscribed its currency.in both languages, sponsored 
regular Arabic radio broadcasts ond extended the franchise to the Arab 
population. 

51, Over 31,000 Arabs voted in Israel's first general etectibns and more than 
75,000 participated In the second this summer. 


RESETTLEMENT AS THE Pi! SE SOLUTION 


52, Throughout this rerlod. Israel has stressed that the real solution of the 
problem is the resettlersent of the Arab refugees in Arab lands among thelr own 
people, fn a culture <ad economy congenial to their own Interests and aspira- 
tions. Vast areas of Arab laud are avallable for this purpose. Syria, for 
example, has an area of about 06,063 square miles with a population of only about 
3.4 millions, Iraq, with an area of 116,000 square miles, has a population of only 
about 48 millions. Manpower Is urgently needed In both states to carry out 
long delayed irrigation projects. 

53. Moreover, Israel has been taking In large numbers of Jewlsh refugees. 
Approximately half—more than 300,000—have come from Moslem lands: Iraq, 
Yemen, Iran, Syria, north Africa. And many more are on the way. Inasmuch 
as the Jewish communities are steadily streaming out of the Arab lands to 
to Israel, the resettlement of the Arab refugees In the Arab countries beconies a 
logical and ratlonal population exchange. 


THE PLEDGE OF COMPENSATION 


54. Israet has offered to compensate the Arab refugees for thelr abandoned 
lands. Such compensation would be pald by Israel into the United Natlons refn- 
tegration fund and would be used for resettlement purposes, The statement of 
the Ambassador of Israel before the Ad Hoe Polltical Committee of the United 
Nations, on November 7, 1950, Is reported In UN document A/AC.88/SK.35: 

“With reference to the statement of the director of the agency that large sums 
would de required for the reintegration of the refugees, he (Mr. Eban) supported 
the recommendation In paragraph 69 of the agency's report, which proposed that 
the United Natlons should authorize contributions to a fund that would be avail- 
able for projects of refugee reintegration. His Government was willing to pay 
compensation for abandoned lands. It was essential that those sums should be 
pafd into the refugee reintegration fund, and It was preferable to adopt collective 
methods of paying the compensation rather than to attempt to solve the problem 
by means of individual tndemnities.”’ 

This proposal was made at the fifth session of the General Assembly, when the 
Assembly for the first thne undertook concrete measures looking to the solution 
of the Arab refugee problem by resettlement.?. (See footnote for text of General 
Assembly resolution.) 

65. Ambassador Eban told the Ad Hoc Polltical Committee on December 4, 
1950, that his Government was prepared “‘to discuss the principles for the asseas- 


1 The resolution of the General Assembly of the United Nations adopted on December 2, 
1080, declared, inter alla: OO . : 
‘rhe General ftir | ee 8 
-“4, Considers that without prejadice tg the provisions of par. 11 of General Assembly 
(IU) of December 4! 48, the Felntexration of the refugees into the 
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preparation ‘ot the time when International assistance is no Jonger available, and for the 
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ment and procedures for the payment of compensation withthe Committee of 
Experts already established by the Conciliation Commission for that pare 
(UN document A/AC.38/SK68). The UN's representatives are now making this 
study fu Israel. Israel's position on this Issue has a direct bearing on its request 
for fluanclal assIstance, Ambassador Eban referred to his Gavernment’s inten: 
a to pay compensation In his note to the Secretary of State requesting ald. He 
sald: 

“10. In addition to the burdens Imposed by immigration and defense, the 
Government of Israel has undertaken to make its due contribution toward the 
solution of the Aral refugee problem in the Near East. It has declared its will- 
Ingness to support the reintegration fund (o be established by the United Nations 
by paying tnto ft funds accruing from compensation for abandoned Arab lands, 
on the understanding that such funds will be used for the permanent resettlement 
of Arab refugees in conditions which would conform with their own welfare and 
with the ultimate stability of the Near East. Under this arrangement, which hag 
been publicly announced in the United Nations, Israel is probably assuming a 
heavier financial commitment in the Arab refugee problem than any other single 
inember vovernment, notwithstanding the fact that the problem itself was actu- 
ally created In the course of a delibernte attempt tu destroy Israel's existen.e, as 
a result of which Israel sustalned heavy and widespread niateriul damage.” 
(March 22, 1951.) 

58. In 1948 at the United Natlons, the emphasis in discussions of the Arab 


refugee problem was on repatriation. Even at that time, however, the UN quali- 


fred its deelarations on repatriation by litaiting return fo those who were prepared 
tu live In peace in the State of Israel, The continuation of the Arab war negated 
the possiblity of peaceful repatriation and tuday there Is little doubt that the 
majority opinion at the United Natfons favors resettlement as the primary solu- 
tion, Statements of leading United Nations delegates at the fifth session of the 
Genernl Assembly reflected this view. (Some excerpts may be found fn ap- 
pendix D.} 

av. Fortunately, in the Interests of the refugees and the restoration of peace 
to the region, the Arab States have tndicated a reversal of their position within 
recent months, Following the last meeting of the Arab League, it was reperied 
that they were prepared to cooperate with the Untied Nations in the reintegra- 
un program, This is a step forward and there Is now the promise of a final 
solution, 


APPENDIX A 
IskAgL’s JERUSALEM PRuPUSAL 


The matin features of the Isracl plan for Jerusatem. submnitted to the United 
Natlons Sg aren» Councit In May 10950, are as follows: 

“(a) A statute should be adopted whereby the rights of the Uulted Nations 
in respect to the holy places {In Jerusalem would be derived directly from the 
General Assembly and accepted hy all parties concerned. The authority of the 
United Natlons fn the holy places would thus take statutory form and not depend 
upon a contractual agreement. 

“¢b) There should be appointed g United Nations representat{ve or such other 
organ as may be found appropriate, for the discharge on behalf of the United 
Natlons of the functions prescribed regarding the holy places in Jcorusalem. 
This representative or organ should constitute an Independent authority deriv- 
ing {ts powers solely and exclusively from the General Assembly {teelf and 
exercising those functlons in the international right without dependence on 
any individual government or accreditation thereto. - 

“{c) The United Nations representative thus appointed (or the United Na- 
tlons organ thus set up) should carry out the following main functlons In respect 
of the holy places in Jerusalem: viz, supervision of thelr protection; adjudica- 
tion of disputes between communities az to thelr rights to the holy places; the 
matntenance of existing rights In connectlon with the holy places; the [nittatlou 
of their repaira; assurance of thelr exemption from taxation; questions relating 
to the maintenance of free acceas subject to the requirements of public order; 
facilitation of pilgrimage movements; issuing of reports to the appropriate 
United Nations organs on alt tbe above matters, 

“(a) The definitlon of holy places as lafd down and applied up to the termina- 
tion of the mandate shall continue to prevait (Cf. UN Map No. 220, November 
1949). All governments and parties concerned should negotiate on the defini- 
tion and demarcation of these places In order to achleve agreement on the 


- exact altea within which the abore-mentloned functions of the United Nations 


representative shal) operate. 
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“(e) Apart from their statutory sphere of authority concerning the holy 
places in Jerusalem, the United Nations representative or organ could negotiate 
agreements with both governments concerned, in conformity with the resolutions 
of the General Assembly, for the protection of holy places Jocated outside the 
city of Jerusalem. The United Natlons representative or organ could also 
‘negotiate, if required, on behalf of any church organization submitting views 
or Claims with respect to religious buildings, Institutions or property.” 


: APPENDIx B 


The following {s a photostat of an official British Police report on the flight 


’ of the Arab refugees. 
THe ARisp Exopvs 


10/PS. 
District molt’ Headquarters, 
P.O. B. 700, Haifa 
26th April, 1048. 
SECRET 
A/A. 1, G., ©. 1. 


D. 
Subject: General Situation—Haifa District. 

The situation in Haifa remains unchanged. Feery effort (8 being made by the 
Jewe to persuade the Arad populace to stay and carry on icith their normal lites, 
to get their shops and busineseca open and to be assurcd that their lives and 
intercats soll de safe. On the other side the evacuation goes on and a large road 
convoy escorted by Military and containing u large percentage of Christians 
left Halfa for Beirut yesterday. An estim-ted number of 700 has been given 
for this convoy and evacuation by sea goes on steadily, 


10/P8. 
stag Police Headquarters, 
‘ P. 0. B. 700 
Haifa. 
28th April, 1948 
SECRET 
A/A, 1. G., O. 


I. D. 
Subject: General Situation—Haifa District. 
There is no change in the situation In Halfa. The Jews are sii) making every 
, effort to persuade the Arab populace to remain and seitle back inio their normal 
lives in the town. Another convoy left Tireh for Transjordan and the evacua- 
tion by sea continues. The q rays and harbour are still crowded with refugees 
and their housebold effects, all walting an opportunity to get a place on one of 
the boats leaving Haifa. Some families have lived and slept on the quaysides 
, for several days waiting a chance to get away. Life in the New Businesa Centre 
- hag returned to normal with all shops and businesses functioning. 
.. The steam trawler “TADORME”  hirr the Haganah ship “OPERATION 
_GASTEL” was brought into Haifa harbour at 580 a. m. with a total of 559 
_ pereons on board made up of 832 males, 182 females and 45 children. The illegals 
. were transferred in the usual manner to the Empire Comfort and the Empire 
_ Reat. ‘During the transhipment the illegals twice refused to move from their 
_ ship and had to be got on the move again by naval and marine personnel. The 
transhipméent was completed at 11.15 a. m. and the illegals left for Cyprus. 
oe ca (Szd.). A. J. Bldmead. 
for SUPERINTENDENT OF POLICE 


Arrzexpix 0: 
THE Anas Lraovs AND THE PALESTINE REFUGEES 


My Habib Issa 


Se (This article was translated from the Arabic Griginal in Al-Hoda of June 8, 
. ~: . 1051,  Al-Hoda {fs the chief daily newspaper of the Lebanese emigrant con- 
.,. - munity in the United States. Mr, Issa fs the acting editor of the paper.) 


“* Ap soon as the British had publicly announced’ the time for their relinquish- 
* SPént Of the mahdate and thelr withdrawal Palestine, the Arab League 
. i Oe eek Re e: 
i aes ; : : 


THE MUTUAL SECURITY PROGRAM 1503 


began holding meetings and calling conferences, and its general secretary, Abdul- 
Rahman Azzam Pasha, published numerous reports and declarations in which 
be assured the Arab peoples and all others that the occupation of Palestine 
and of Tel Aviv (the virtual Jewish capital) would be as simple as a mililary 
promenade for the Arab Armies. Assam Pashn’s statement pointed out that 
armies were already on the frontiers and that all the millions that the Jews had 
spent on land and on economic development would surely be easy booty for the 
Arabs, sluce in would be a simple matter to throw the Jews to the bottom of 
the Mediterranean Sea. 

As the time for the British withdrawal grew nearer, the zeal of the Arab 
League was redoubled. Meetings and conferences took place almost dally and 
burning calls and appeals were issued. Brotherly advice was given to the Arabs 
of Palestine, urging them to leave thelr Iand, homes, and property and go tu 
stay temporarily in nelghboring, brotherly states, lest the guns of the Invading 
Arab Armies mow them down. 


The Palestinian Arabs had no choice but to obey the advice of the League- 


and to believe what Azzam J’asha and other responsible men In the League told 
them—that their withdrawal from their lands and thelr country was only 
temporary and would end fn a few days with the successful termination of the 
Arab punishment action against Israel. 

But victory was not to be the result of this punishment actlon. Victory Is not 
produced by speeches, reports, and declarations. Victory Is produced by can- 
nons, alrplanes, and tanks. The threats of the Arab League evaporated in the 
face of the preparedness, good command, and superior generalship of the Zionist 
gangs. We saw the military promenade become a crushing catastrophe that 
shattered the prestige of the League and its member states and exposed their 
inner weakness and deterioration. 

Azzam Pasha and the other responsible Arab leaders now try to excuse the 
defeat of the Arabs on the ground that their forces were inadequately armed, 
organized, and trained. In the light of this, we should like to ask Azzam Pasha 
and his colleagues a simple question: “If the Arab Armfes lacked sufficient arms, 
organization, and training, why did you throw them Into a savage war against 
an enemy who had everything that modern wars require—equipment, good 
training, unity of command, expert officers who knew the art of war and who had 
participated in two world wars? And why did you jeopardize the lives of a 
inillon Padesiine Arabs and inake them wander from their homes? Since, as 
you say, the Arab Armies were not adequately prepared for victory, did not the 
Bigot _ the Arabs, urged by you amount to the facilitation of the Ztonist 

ctory?” : 


AprENdIx D 


RESETTLEMENT OF ARAB REFUGEES 


The following are excerpts from statements by United Nations representatives 
with regard to the resettlement of Arab refugees. 

Mr. MoInryrr (Austraiia): “He * * * felt that while the return of the 
refugees to Palestine was desirable from every point of view, it was very 
possible that In many cases such a return would not be wholly in the interests 
of the refugees themselves. It might perhaps be better if the refugees were 
compensated for the losses they had suffered and were permitted to settle In 
neighboring Arab countries * * * he expressed his satisfaction at the state- 
ment by the Israeli representative that his government was prepared to admit 
Nablility to pay compensation as proposed.” (UN document A/AC.88/SR.64— 
November 80, 1950). 

Lord MacDonald (United Kingdom): ‘The United Kingdom had, however, 
given serious consideration to the Commission’s statement that, having in mind 
the best interests of the refugees, attention should in future be gtren to the 
resettlement of nonreturning refugees in the Arab countries, with payment of 
compensation to them. It was doubtful whether it was In the interest of the 
refugees themselves to return en masse. It was questionable whether the refu- 
gees fully appreciated the conditions to which they would return and the im- 
filcations of their return. Were they aware that they must be prepared to 
live as peaceful citizens of Israel, accepting alt the obligations of citizenship? 
There was a grave danger that the legacy of mistrust and bitterness would 
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- make the task of mutual adjustment of populations extremely diffi. tit. More- 
over, It was probable that the Arabs of Palestine would have great difficulty 
in adjusting to the very highly organized econcmic structure of Israel, which 
-ran counter to the economle outlook of the Arabs. It was unlikely that an 
Arab would wholeheartedly accept the regime of austerity, directly toward the 
achievement of goals for which at the best he had no enthusiasm and which 
might well arouse his active resentment. In the circumstances, it was the 
considered view of the United Kingdom delegation that the Arab refugees would 
have a happier and more stable future if the bulk of them were resettled in the 
Arab countries. A corollary was that nonreturning refugees should as a matter 
of right receive early and adequate compensation for the property they hed 
abandoned in Israel. 

‘“¢ © © The United Kingdom delegation had noted with interest the con- 
structive suggestion of the representative of [srael that compensation should 
be paid Into the reintegration fund. It hoped that any funds paid in com- 
‘pensation would be devoted to thé reintegration of refugees, but felt that 
the precise procedure should be considered by the Committce of Experts.” 
(A/AO.38/SR.61—November 29, 1950). 

Mr. Ross (United States): “* ¢ * The United States delegation hoped 
that all the members of the United Natlons {n general, and in particular the 
states of the Near East, who were very specially concerned with the welfare of 
the ‘refugees, would approve the spirit of the report. * * * Mir. Ross hoped 
that all the near eastern governments concerned would give prompt and deter- 
mined consideration to definite proposals for reintegration. * * * For the 
reasons stated earlier, the United States delegation considered that the United 
Nations in general and the states directly concerned fn particular, should realize 
that direct assistance to refugees could not continue forever. Accordingly, a 
constructive program had to be adopted which would enable refugees to become 
fe cconmmle asset for the Near East countries” {A/AC.38/SR.35—November 7, 

). ; : 

Mr. Ross (United States): "* * * His delegation had welcomed the state- 
ment of the Israet Government's intention to contribute to the reintegration fund 
established under the resolution” (A/A038/8R.62—November 29, 1950). 

- Mr. Nandy (France): "* * © The French delegation welcomed the position 
of Israel in the matter of compensation” (A/AC388/SR.63-——Norember 80, 1950). 
' Mr. Lapointe (Canada): “* © © His delegation hoped that refugees would 
be told that.their future would perhaps be more promising lt they agreed to 
permanent settlement in Arab countries” (A/AC38/SR.85—November 7, 1950). 
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TUESDAY, JULY 31, 1051 


House or REPRESENTATIVES, 
ComMiTrer on Forrign AFFAIRS 
Washington, D. 0. 

The committee met in the House Foreign Affairs Committee room, 
ie Capitol, at 10 a. m., Hon. James P. Richards (chairman) pre- 
siding. 

Chai rman Ricirarps. The committee will come to order, please. 

dies and gentlemen, we are pale ed to have with us today a 
at soldier, Lt. Gen, Alfred M. Gruent er, Chief of Staff, Supreme 
eadquarters Allied Powers, Europe. 

General Gruenther will be our last witness, I think. Anyway, 
that is the way it is planned, and it is planned that way because we 
wanted to have a witness here who was In a high position in the mil- 
itary field, and one who has already demonstrated to the committees of 
thie Congress his thorough knowledge of the problems with which 
we are confronted. 


STATEMENT OF LT. GEN. ALFRED M. GRUENTHER, CHIEF OF STAFF, 
SUPREME HEADQUARTERS, ALLIED POWERS, EUROPE 


. General Gruentuenr. If it is agreeable to you, Mr. Chairman, I 
shall not submit any prepared statement. Instead, I would like to 
discuss the problem we face in Europe today as we see it from our 
vantage point in Europe. If it isin accordance with the rules of your 
committee, I would welcome questions from you gentlemen here at 
any time. 

i would like to give you first our views on some of the practical fac- 
tors related to the accomplishment of our general mission in Europe. 

As you know, General Eisenhower's headquarters recently moved 
to a new location about 10 miles outside of Paris. Some of you gen- 
tlemen were over there a month ago when we were still in the As- 
toria Hotel. 

Mrs, Borzon. Just where? 

General Gruentuer. Our new headquarters is just north of Ver- 
sailles, at Roucencourt, Mrs. Bolton. The breezes are very fine there. 
So fine in fact that there is not a single fan in our new building. 
However, Paris weather selected the day we moved to have one of its 
rare hot spells. As some of you recall, while the con ional party 
was there, we had nothing but cold; but, as I said the day we moved in 
was really hot. We are trying to set an example of austerity, so it was 
well to have a little of our own medicine in respect to a lack of air- 
conditioning. 
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I am going to outline what the intelligence situation is, as we seo it. 

(Discussion off the record.) ; 

Mr. Vorys. You have told us of the ground movements. There 
would be air activities that would go on, including the use of the A- 
bomb in your emergency plan, would there not? 

General Grurntuer. Yes. I have been discussing this from a 

round viewpoint, and the situation with respect to the air is such 
that Tam glad you interrupted me at this point so I can make it. clear 
that in all of our planning air power is the dominant factor. 

It is the skillful use of this air power that we envisage as being the 
oxtremely important factor in warfare. 

Discussion off the record.) 

eneral Groentuer. There is in Europea population of 175,000,000 
and we have facing us a very backward enemy from the standpoint 
of culture, and so forth. Our belief is if we can get the 175,000,000 
Europeans going, not to mention the productive capacity of the 
United States, there is practically nothing we cannot do. 
i Wer j is job largely Udiny 
He visualizes at this stage that the leadership of the United 
States furnishes that lift necessary to raise the morale of Europe. 
Having United States participation in the défense of Europe, particu- 
jarly with ground troops and air troops stationed there, is a factor 
which he believes is going to assist tremendously in raising that mo- 

rale, It is one of the reasons why he is there. 

Tn our planning we are looking ahead to the time when we can have 
what we refer to as a forward strategy, a strategy which is going to 
hold as far as to the east as possible. That is what we are working 
on now. . . . one 

The question is, What is it going to require? It is obvious it is going 
to require more in ground troops and more in air forces than we have 
now, That is where we come up with what we refer to as a require- 
ments plan—what it will take to do the job. . 

We have worked out figures, which are tentative only-—— 

Mr, Vorys, What is the yellow line? 

General Gruentier. It is simply the boundary between the British 
zone and tha American zone. There are three zones in Western Ger- 
many, a British zone, an American zone in the center—I should say 
American-French zone in the center—and 8 combination French- 
American zone in the south here. 

You see here what the requirements are on this chart; we have also 
listed the development that has taken place in Europe. 

Discussion off the record.) ; 

eneral GruENTHER. We firmly believe if we get a posture of 
defense of anything like this order of magnitude, the war is never 
going to come because it is going to be so expensive for an enemy 
to undertake an aggressive act of that kind, reyardless of the surprise 
advantage, Of course, he is always going to have the advantage 
of surprise and all he has to do is inake up his mind some night to 
attack. Still, if we have our airfields located properly—these troops 
will be on the alert all the time—it is going to be a-tough proposition 
for the enemy. 

{Discussion off the record.) ' 

{r. Reece. Will you mind discussing the ‘air power somewhat 
. more in detail? You are about the only one who has referred to it 
/ 
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at afl in our entire testimony here. So far, the discussion has been 
on x seanty basis at the best. 
(Discussion off the record.) : ; 
; General Grventier. We are trying in every possible way to build 
| up rir power to be able to neutralize that threat. Because one of the 
4 


first things that would happen-sould-be the battlé Zor air supremacy. 
lis time, today, the 31st of July, it would not be a very even 
battle. As we build up that air power it is going to be tougher and 


tougher for them. ‘That is a very important part of our prograin. 

Throughout this whole area now there is planned the building up 
of air fields. 

In an organization like NATO there are many difficulties. For 
example, who pays for the airfields? There is a French term—“‘infra- 
stractaie whlch many of you may have heard, which includes these 
installations. Infrastructure also includes, in addition to airports, 
signal communications, depots, and so forth. 

One of the big political problems—it is not one our headquarters 
is seized with, but ‘Aiibacealar Spofford, United States Deputy to the 
North Atlantic Council, is working on it urgently, is how the infra- 
structure—these fields, these depots, these signal communications, 
etc. —is going to be financed. 

It represents a tricky problem, Just take one item alone, signal 
communications. If you are going to have cables, and you must 
have them, you have a problem. Here is where General Norstad’s 
headquarters is at Fontainebleau, close to the place I am_ pointing. 
He must be able to get instructions out to his air organizations here; 
radio is one way, cable comniinication another, 

Suppose we build these cable communications in time of peace. 
They are being used by the PTT, the commercial concern. Who 
shoutd pay for those? “PTT is not interested in having them in. 
They have enough communications right now. It is that type of 
complicated problem that comes up. We are not in a position to 
solve that. Our job is to say, “We need this many fields. We need 
this kind of communications. We need this many depots.” It is up 
to the government, the North Atlantic Treaty Council, to decide how 
they are to be handled. 

Mr. Cirerrizip. How are you coming along now, since the elec- 
tions, with the nir bases ¢ 

Gieneral Gruentuer. As far as the French are concerned, Mr. 
Chiperfield, their attitude has shown some change. When you were 
there, Mr. Chipertield, and you other gentlemen were there, the 
French were rather sensitive on the question of sovereignty because 
the Communists kept talking all the time of the American invasion 
and referring to the fields and adding fuel to that fire. 

That has dispersed now. The French do not pay too much attention 
tothe Communists on that score now. 

_ But the question who pays for them is still a problem that is bother- 
ing the French Government. The French Government in its budget 
this year has 2,600 billion francs. The Government has thus far voted 


taxes for only 2,200 billion. So they have an immediate deficit of 400 


billion, without considering anything tike airfields. So they shy off 
2 little bit on the financial question. 

We keep pushing all the time and saying, “Gentlemen, these have 
to be built.” 
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I raised this point only because of your quest ion, Mir. Reece, to show 
that woe are doing overything wo can. Without tho airflolds wo are 
not polnnto boat otousethoair power. ; 

If you could snap your finger and make thoso bases, wo still would 
have other problems, such as making the planes and training the 
pilots. And training pilots roquiresa long time. 

It isa problom to which General Norstid’s headquarters, which isa 
subordinate headquarters of General Kisonhower's, is devoting ite 
maior timo and offort. 

Rest assured, wo aro thinking and concentrating and worrying all 
the time about tho improvement in air power, because wo fool that it 
is tho major factor in proventing tho war from starting. If it does 
start, however, it gives usa chance to fight it ona very favornble basis, 

(Discussion off tho recon.) , 

Giencral (rugnrirkr. Wo recognize Hus: Tn trying to mastermind 
tho Soviot philosophy there aro many pitfalls, With 12 mon in tho 
Kremlin making tho decisions, for anybody to stand up and say that 
ho knows what they are going to do is, of course, a typo of lunacy, Wo 
olaim noability to forecast that. 

Discussion off tho record.) ; 

QGenoral Grurntiver. But there is nothing to do about it oxcopt got 
ready and to be ablo to cut down thia groat disparity in strength. 

Mr, Vorva. Gonoral, there is one thing you have not montioned. I 
wish you would say somothing about it. As T understand it, on ground 
tighting or any othor fighting tho offense hay to have at tho point of 
contact a tremendous averbalanco of foreesa, Am I wrong about that? 

Qonoral Gaurnrurr. [think that ia a very good point, and a very 
good additional answer to tho point Mr. Chiperfleld brought up. 

There is one other point which is appropriate in that same connee- 
tion. That is, the Soviet division is amaller than most of the divisions 
that avo going to bo facing them, The Soviet division runs about 
19,000, gonerally speaking. Tho Allied divisions run from 1S to 18 
thousand. Qur Amorican division, you know, is a little over 18,000, 
The British isaboutthosame. 

h as Yea Would carrior-basod aircraft from the Navy bo 
elpfu 

eneral Gruenturr. Yes. Coneral Eisenhower's philosophy 4s 

that he will get a great deal of help out of naval-based carrior aircraft, 

Mr. Mrrnow, Goneral, is there not considerable. danger in this 
because the Soviets also know that tho longer this goes on the less 
advantage they will have? In other words, wo are going to be bettor 
prepared, and if they are going to strike they had better do it in the 
hear sale be seoms to me, 

General Gaventuen. That presents quite a dilemma for the Soviot 
highcommand, — Ifthe Soviet command wore convinced we wero going 
to attack, that is probably true. I beliove, and I havo had a fair 
amount of contact with these doctrinaire Communists, they feel pretty 
strongly that timo is still on their side, 

First, it is not on their side as it stands right now. ‘They havo com: 
mitted a very gross error. In history, I think tho fight In Korea is 
going down as one of their major errors, because it has started a chain 
of events which before it is finished, will have brought about tho 
greatest aggregation of power against them the world has ever soon. 
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There are some possible pitfatls between now and tho time whon wo 
will arrivo at that condition. If tho allics fall out, and a coalition 
of this typo is cortainly a very delicate business to handle, and if tho 
rearmament inthe western countries brings about economic distress, 
the Soviets will have had a considerable degeoe of comfort, 

Discussion off the record.) 

General Qaurntuesn. ‘Take, for instance, a Communist official 1 
knew in Vienna. His belief in the excellence of the Soviet system, 
and particularly the Soviet cconomic system, was such that thor bs 
no question but what he believes dainty in communism and in the 
eventual deterioration of capitalism. ‘The world could not continue, 
vs far as he is concerned, with Chat, any more Cian with mereantilisn, 
slave ownership, and feudalism. ‘They have all gone inte the finbo 
of obsolescence necorting to him, And as far as le is concerned, capi- 
talistn is going the same way and it is just a question of time. Ho had 
ho particular animosity Coward Che United States, except that tho 
United States has an awful system, As time went on, le felt the 
United States would meognize Che validity of the Soviet system, 
man like (iat in power has to take some very big chances to start. a war 
now. He is an extremely high-ranking man, a colonel general, who 
ix right next to an army general, and then comes dhe marshals of 
the Soviet Union. 

Whether his associates believe the same Ching or not, ie reeponsi- 
bility of untoashing a war for which they cannot logically foreseo a 
successful conclusion gives them a great deal to Chink about. 

Tlowover, you can get into a long argument as to whether dime is 
on our side, or whether Gime is on the sie of the Soviet Union, 

My own conviction, and Tam absolutely positive of it in my own 
mind, is that time is on our sido if we can make tho proper uso of it, 
If wo go down and are not ablo to continie with the degree of resolute- 
hess clint is required, and cannot seo through a coalition of this type, 
and T can assure you that tho frustrations are many in connection 
with it, then the Soviets may bo right. 

I think thoy have a dificult problem in trying to resolve this per- 
ploxing dilemna which faces (hem now, 

Mr, Jupp, General Marshall, on the other side of he Capitol, satd 
that for 6 divisions or nbout 108,000 combat forces, we had to have 
232,000 men in supporting units, artillery, antiaiversft, and all the 
othor things, 

When you are talking about tho total armed forces in Europo is that 
in tho sense that General Marshall was talking nbout ¢ 

General Grugntner. I am talking, Dr. Judd, in divisions. T am 
not sure what Goneral Marshall was talking about. So I will not 
anawer that Iam talking about in tho senso that General Marshall was 
talking about, We are talking about divisions that are properly 
et rorted, 

enerally speaking, this is a general rule that the Amorican Army 
has beon following. European armics do not follow that complotely. 
On account of our base of suns and of course wo will supply onr 
own Amorican troops, we will havo a long supply line. 

Considering tho fact that there will be a great deal of alr powor 
over there to protect with antiaircraft and so forth, it is estimated 
it will run on an averago of between 40,000 and 45,000 men for a 
division, ; 
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It means, therefore, if you have a division of 18,000 men, there is 
something over 22,000 men in support of a division. There is no fixed 
rule on that, because certainly there is no relationship between tho 
amount of antiaircraft that you need to protect a major port and the 
divisions that are up ahead on the line. That is about an average. 

Now then, your question, are the European divisions based on that 
kind of calculation; in other words, are we going to base X times 40 
for those supporting. That is one of the problems we have to face. 

Discussion off tlte re) 

eneral Gruentner. We co not think in the case of the Dutch for 
instance that it is necessary to have the same number of auxilinry 
troops as we have fora United States division, However, it is going 
to be some figure, Dr. Judd, in addition to the division. 

The Soviets, since you have brought the question up, probably op- 
erate on a more austere system than do the Western Powers. 

Discussion off the agrokg S 

eneral Grurntuer. The Soviets have a smaller slice tied to their 
lower standard of living. They take less care of their troops, they 
recruit and take on local civitian labor without any reference to the 
situation; the gun is the persuasive power they use. 

Mr. Vorys. ‘General, before you get to that, a British officer told me 
that they thought one reason why the Soviets did not move was that 
they did not have an administrative set-up for all Western Europe. 
Ts that a factor at alll 

General GrventHer. I suppose it would be a factor and they cer- 
tainly would have their pains! they moved in and did not have an 
administrative set-up. However, in the last war they seemed to 
survive that Iack pretty wel]. They, as you know, were thrust back 
and I think we have to realize this, If you realize what happened 
to the Soviets from June 1941 until December 1941 you would see 
that the Soviets lost 5 million men in killed, captured, and wounded. 
They were people they hac no control over. They were gone—finis. 
That is not to mention untold quantities of ammunition, equipment, 
and so forth, and not to mention all of this administrative personnel, 

Still, they held the lines at Moscow, and within a matter of months 
started an advance which carried them right on through to Berlin, 

Now, they did not have an elaborate organization. They did it by 
ruthlessness and disregard for human life. They have a very definite 
theory that the individual exists for the benefit of the state. A friend 
of mine will argue for hours on the thesis of the dignity of man versus 
the dignity of state. That is their whole philosophy. 

So as to the administrative part of being able to contro} hostile 
population they havea system that is rather convincing ina way. It 

id not bother them too much, because if they got any sniping, and 
mee did get plenty, they just exterminated whole groups of prone 

I would say while that is probably a factor as to why they do 
not go to war now, it is probably not the deciding one, 

You recall in 1946 Stalin made this pronouncement to his people. 
He said: 

In order for the Soviet Union to be protected from all possible accidents we 
should have a stec] production of 60,000,000 tons a year; an oll production of 
60,000,000 tons a year; and a conl production of 500,000,000 tons a year. 

Whether he was giving a blueprint or not it is difficult to say, but 
what are the facts! What do they have now! They have a stee) 
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production of less thun half of that, or about 28,000,000 tons a year; 
they have an oil giao of a little over half, somewhere about 40,- 
000,000 tons; and a coal production of a Jittle b 

265,000,000 tons. 

So, in trying to reason out why they are not attacking, I think more 
than this administrative set-up that you are talking about. You 
would find it in the field of industrial potential and ability to fight a 
long war and ability to take care of the colossus, namely, the United 
States, which is a very significant factor that they cannot overlook. 

From our standpoint what we are doing to this military aid prograin 
adds up as follows: Tho programs which have been passed by the 


it over half, or about 


Congress up to date will provide for the major items of equipment for . 


a certain munber of divisions. The program which is proposed before 
your committee now and before the Congress would complete these 
divisions and provide the major items of equipment for almost an 
equal number of additional divisions. 

Then, it would provide partial equipment for several more divisions. 

If you look at what we are shooting toward, we are really aiming 
toward having available enough equipped divisions to stop a major 
attack. The countries have the An PONST although they do not 
necessarily have the money to pay for all of this now. They will have 
the manpower and structure by the end of this year, for about 50 per- 
cent of what they need, of which at least half and maybe even more, are 
very grossly underequi »ped now, ; 

So. recouuleing this threat that faces us, we ave very eager to see this 
program proceed as rapidly as possible. In fact, if the economy could 
stand it-and the production could stand it we would prefer to see it 
for a larger number than this. 

When the suggestion is made it would be well to spread it over a 
period of time our philosophy is that we think it is extremely danger- 
ous and extremely inadvisable to spread it over a longer period of time 
than it is spread over now. 

General Eisenhower's basic philosophy is this: The problem is such 
an urgent one in terms of United States security and the question of 
being able to narrow this gap in the disparity of power between the east 
and the west is such a very, very important one from the standpoint 
of raising morale, that the United States should be filled with im- 
patience to get the job over, so that we are not committed to this 
thing forever and so that we are able to bring these people up to a 
degree where they can defend themselves. His thesis is that over the 
long term Europe must be able to defend itself; that this is a matter of 
heart and brains, and that you cannot import these qualities. Because 
these people have been overrun and because of the vicissitudes of eco- 
nomic dislocation they have had terrific prciolocs) setbacks that 
you know so well. He feels that we in the United States must exercise 
our leadership at this very, very important time, and that, without 
regard to any particular fixed amount, we should get them equip] 
as bupidly as they can take it on. ns 

His very strong belief, therefore, is that if this is a considered pro- 
gram from the endpoint of production, which is a point that other 
witnesses have undoubtedly testified on, that it should go forward and 
should not be prolonged. If anything, if there is any way to expedite 
it, it should be expedited. 
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Mr. Herter. May I ask there, are you reférring specifically to the 
suggestion made in the Senate that this bo spread over a 2-year 
period t 


General Gaurnturr., For any period. Iam referring to this, Mr. 
Herter: Of course, we are not able to keep in touch with all that is 
going on here, but we hear, from time to time, suggestions that it be 
spread over a longer period, or that a certain number of billions of 
dollars be cut off. Of course, as to that longer period, if you do it 
aver a 2-year period it has the effect really of reducing divisions and 
air squadrons by a very significant number, say, between 12 and 15 
in the ense of divisions, ‘That isa reduction we can ill afford at this 
time 

The general feels that the European countries have hind a consid- 
erablo increase in morale in the last year, and that the curve is very 
definitely upward. A terrific amount still remains to be done. There 
is a question as to how some of it is going to be done, because consid- 
ering tho small reserve that they have—and I ain sure other witnesses 
have testified to that—there aro many great problems still to be 
resolved, 

However, his belief is that it is our job, and not simply because of any 
debt to civilization, but because of enlightened self-interest. Ho stated 
repeatedly and has told you gentlemen who wore over there that he is 
viewing this as a matter of the security of the United States, and it is 
not a guestion of any philanthropic process of defending somebody 
else. It is from tho standpoint of sheer enlightened self-interest, and 
that it is to our very great interest to speed this up as much as possible. 

(Discussion off the record. 

Mv. Vorys. On this spreading it over business, not only is it going 
to be spread over in that thére is today a shockingly smafl amount of 
what wo have already appropriated for that is already there for you 
but the proyrain of deliveries will spread it ont to beat the band, ? 
am just looking here at Mr. Lovett’s public statement before the 
Appropriations Committee, and he said: 

The tead time on our major required Ltems {s falrly stable. It takes 18 months 
in order to deliver, 

So that this is going to be spread over an awfully long time even 
the way it is going up to date. 

General Gruentiizr, It is our understanding, Mr. Vorys—and 
Tam onty repeating what we have been told on this—that this program 
that ie under considoration now will be substantially delivered in a 
relatively short time. Whether that will cover all of the long lead- 
time-items I do not know, but in our checking into it and in our push- 
ing for it that is what we have been told. It is our understanding that 
the 1950 program is now over 50 to 60 porcent delivered; that delivery 
of the 1051 program will be completed by next July, that is, a year 
from now; and that this program under consideration now would be 
substantially completed not too long thereafter. 

I will not say that those figures are correct, but that is what we 
have been told and that is what we have been pushing for. 

_ Wo believe in a year or a year and a half wo would have a very 
significant hurdle for the Soviets to overcome, It does not win the 
war if the war comes. It may not even prevent it at that time, but it 
is going to cause them to think twice, or maybe three times, before 
they start it, especially if we can get air power in there. 


? 


i 


THE MUTUAL SECURITY PROGRAM 1513 


Chairman Riewarvs, Mr. Chiperfield. 

Mr. Cruverrizto, General, last week in the papers there was a state- 
nent about one army, ene uniform, and ong flag. What was meant by 
that statement, and who mado it? 

General Gavuestien., I do not know who made it, but what is un- 
doubtedly referred to is the European army. 

Mr. Carrerrirep. Would we be included in that! 

Goneral Gaventien, No, sir, Tho name we have sugested for it is 
the European defense forces, because again there is psychology in it. 
People understand a division, and there is a tendency ufways to refer 
to power in terms of divisions. It isa standard that many understand 
opularly, ‘hey have called it the European army concept. We be- 

iove it should be called the Euvopean defense forces. 

The idea is, Mr. Chiperfleld, is this: This problem of closing this gap 
or of getting these forees we have shown here—and this does not get 
them by any means—brings in the question of tho Germans and how 
do you get the Germans into this sort of thing? 

It has been estimated—and the Germans and the Freneh have done 
this—that if they will have an allegiance to a union instead of a na- 
tional allegiance, that this fear and this antipathy between these two 
countries, France and Germany, would be alleviated, so that. you can 
use this German manpower, ‘That is why these conferences have been 
taking place. 

General Eisenhower supports the idea of this and while our head- 
quarters has not been in this all atong, we are going to be in it from 
now on. 

However, with respect to the question you are talking about of one 
flag and one uniform, itis a European idea, and this is for the uso of 
European forces. So, if this situation developed—and it is going to 
require some great leadership and imagination to develop it because 
there avo many complications in it—you might havo United States 
forces and maybe British forces and European forees, The Euro- 
pean forces might all be in one uniform. 

Certainly the symbol of having them in one uniform under one 
flag is very fine. Cieneral Eisenhower finaly belioves that many of 
the problems of the integration of Europe and raising tho moralo of 
Europe and perfecting the defense of Europe would disappear if 
customs and boundaries disappeared. 

The European dofense forces are in furtherance of this concept. 

Mr. Ciurrrriecp. We would be fighting under no flag but our ownt 

General Gruentuer. That is right. 

Mr. Jupp. We hammered away at the necessity for unity of the 
European forces in this room 2 years ago. Finally we wrote into the 
legislation and the committees report language to deal with it, because 
one of the greatest handicaps to getting across the whole military- 
aid program was the problem of divided forces under separate 
commands, 

We said, or some of us did at that time, that there was no sense in 
starting on this at all unless wo were reasonably sure that if war broke 
out there would not be half a dozen different. armies going in difforent 
directions under separate commands. Instead there must be a unified 
command. Jud eo himself came up with some phrase like “uni- 
fication of direction” as one of the requirements that the committee was 
insisting on from the start of the program. 
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So it is not General Eisenhower's idea fust now. Tt was insisted 
ttpon here more than anywhere else, 

General Gruentiier. Of course, you understand General Eisen- 
hower doos not make any claim to credit for any of the idea. 

Mv. Jupp, Or blaine. 

Goneral Gaventiten, Or blaine either, He has reeentty been asked 
whether he wold support. if. and he has said ho will support it. 

Mis. Botox, That does not mean, however, that General Bisen- 
hower said all troops are going to be under one flay, as has been pub- 
licivedt on this side of the water. 

Qoneral GQraventier. Dam not familiar with that quotation, THe 
has not said that. As a matter of fact, Qoneral Eisenhower, on the 
question of uniforms, believes it is a tectinical point. ‘They have had 
some committoes of French, Germans, Belgians, and Ttalinns confer- 
ring for the last 6 months. L happen to know what is in that report 
about uniforms, but Tam sitre General Eisenhower does not even know 
what they are saving about uniforms because we have never dis- 
cussed it, 

As to the question of United States troops—if that is the import of 
tha question you asked—it has never even been mentioned. 

What General Eisenhower does fool—and the Schuman planis an 
illustration of this—is this: Ho feels (hat the more the United States 
ean back a project of this sort. from the standpoint of helping to 
resolve very complicated problems, the moro sure it is to go over. 
The Schuman plan had no chance of adoption untess the United States 
mibported it. ‘ 

Mrs. Borzon, That is part of the United Europe idea, ts it nott 

General GQaventnire. OF course, That is the United Europe idea, 
which he is for but he is not the only man who is for it. 

Mr. Reece. Tf the general is not advised, in fairness to him, T think 
it might be sald that one of the Senators quoted General Eisenhower, 
after the return of the senatorial party, as stating that he was in favor 
of ove army, one fag, and one uniform, Tdo not know in what words 
he was quoted, but that was the substance of his statement. 

General Gruentner. If he said that, Mr. Reece, ho was thinking 
of it in terms of the Europeans, because that would be in character 
with his beliof for the Europeans. The more the Europeans can get 
united, the better, : 

atte Boron, And anything else would be out of character with 
the man, 

General Gruentier. Oh, yes, Ho would never say that. Tam sure 
it is just a misunderstanding. T have not seo the quotation, 

Mr. Forron. May T ask if this could not be donet Tho people who 
have been up here to brief us on this program have had one figure in 
mind, and that has been the $8,500,000,000 figure. As these alterna- 
tives aro shaping up T beleve rather than just casually answering 
them that it would be well for tho services to provide a program on 
each one to show the variations and to show what tho defects are from 
the one that is the best program. 

For example, there is going to be a billion-dollar cut put in. There 
is in addition going to be one of $2,500,000,000 or $3,000,000,000. So 
that. would be other alternatives, 

The other plan is the Taft-Smith plan of extending the program 
over 2 years and, in the alternative of that, a 50-percent cut for tho 
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year in funds, 
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One would be to extend the prograin over 2 years and let you do 
your own ordering and talking care of your own lead time. 

L think on about four of these major issues which are now in the 
public mind that if would bo well to have you people meet them gpe- 
cifleally, TE lhave asked that that be done because otherwise we hear 
indirectly of what somebody said to Senator Lodge, or maybe we hear 
casually that it will cost us divisions or cost us air wings. but if. has 
to be gotten up just as the $8,500,000,000 figure is golten up, showing 
what it really does Co our programing or commitments on your leat 
time and on your heavy equipment; what troops would be ready in 
Kurope that you would not have the equipment for, and so forth. I 
think if it could be done that way it would get us off this hook, where 
we in the committee are briefed thoroughly on one program of §8,- 
ae Dut when we get off that as military altertntives, wo just 

onder, 

General Gauentixk, In answer fo that, Mr. Chairman, I am sure 
that the Defense Department here would attempt to get you any pro- 
ara that are required. Since you aro referring to us, of course, we 
do not prepare the programs over there. We are on international 
headquarters, Mr. Fulton, and General Eisenhower is in command of 
this force. 

Woe have gotten up tho military requirements. We have not con- 
verted them into money, nor are we aware of the various alternatives. 
ee sure, though, there is talent available in this city Gint could work 
those up. 

Mr. Futon. General Eisenhower, however, answered this 2-year- 
spread theory. 

General Gauentuen. Yes. We could answer the 2-year-spread 
theory pretty well, and we would have cominents on any one, Tet us 
say you mentioned one, that there would be a cut of a billion dollars. 

r. Furton. That is the Douglas amendment, 

General Gauentiuer. Yes. If the cut of a billion dollars came out 
of the military side then we would be able to indicate what the effect 
would be on tho program. Uf you had a spread over 2 years we cer- 
tainly are able to make a reference to that. 

Mr. Ferron, Then there was one that had to be denied in our com- 
mittee hearings, that our committee members were supposed to be for, 
and I do not think that was the case. That was a 33 tiltion cut, ‘That 
has been variously estimated at a $3 billion cut and a $2.5 billion cut. 
‘These cuts that have been mentioned so far have been indicated as 
across-the-board proportionate cuts. 

General Qauentiurr. Yes. Of course, you get inte this kind of a 
question. If a cut comes you will have to reevaluate the whole pro- 
gram, because if you start off on onc asstimption where you might have 
started, let.us say, to equip partially 10 divisions, then you might say 
it is not advisable to equip those 10 divisions because they would be 
virtually broomstick divisions. I do not. say that would be the case 
because I do not know what the effect of a billion dollars would be on 
it. I do not have those figures, but there are people in Washington 
who are doing that pretty well all the time, and who have that type 
of information. 

So, if the committee desires it, Mr. Chairman, I think you can get 
that information. Iam not able to help youactually. Ecannot answer 
that question. 
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Mr. Herter. Can I ask you a converse question to the one he asked? 
We have so much coming off our production lines at the present time 
and so much is prcjccted for the next few years with the money that is 
being made available, or that is made available. In connection with 
sone of these end items, such as tanks, planes, and so on, if our military 
people in this country decided that they could spare more for you in 
dollar equivalent than there is in these epprope tions today, from 
what is comnts of our production lines, would you have the manpower 
available to take advantage of that at the other end? 

In other words, if you were given flexibility on the top side, could 
you take advantage of that? 

QGenernl Groentuer. Yes, sir; if we'knew it far enough ahead of 
time. What we have to do, of course, is involved in the question of 
calling up additional divisions and making a program. We have to be 
able to present that to the governments in advance. 

Mr. Herter. What is your lead time, then, as against the 18-month 
Jead time? 

General Guentier. It vepenids on budgetary progratns and fiscal 
years, which run differently for different countries. Kor example, for 
the French, if we were going to try to push the French into an 
expedited: program we should be getting it in to them pretty soon. 
They practically close their budget canis Bepteniber for consideration 
by the Assembly shortly after the first of the year. 

Of course, their budgetary period is ina turmoil right at the mo- 
ment. because they do not have a government. Whether they will be 
able to neet that schedule or not I do not know. So I cannot give 
a categorical answer on the lead time, but if there is a lead time we 

‘have to meet it. : 

Mr. Herter. You can speed up your operation, though? 

General Gruentuer. Yes, sir. 

Mr. Herter. The reason I asked that is this: You have enough 
experience in the Pentagon to know many times the programing is 
changed from the point of view of priorities. 

General Gruentier. Yes. 

Mr. Herren. A cease fire in Korea might change it considerably, 
for example. There might be changes in appropriations heretofore 
made, and considerably more might be released from this side to 
help you with your problem in the domestic situation and in Indo- 
china, or wherever it might be. . 

I think it is important to know if more could be released to you 
from the point of view of firming up your whole position, if you 
could take advantage of it? j 

. General GauentHer. Yes. My general impression is we could. As 
a matter of principle, Mr. Herter, we believe it would be to the United 
States interests to be able to do that, because it is surprising how 
much moral effect equipping a division has. 

Take Italy, for instance. I do not know whether you went down 
there, Mr. Herter, or not, but you got a very fine impression, those 
of you who went down there, from the Italians. 

ust a week ago today General Marras came into my office. 

(Discussion off the record.) ne cad : 

General GruzniHER. He had some questions on priorities of equip- 
ment for Italy. 
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Of course, why the priorities went the way they did I did not have 
a chance to check up on, but just to have been able to take on an 
increased delivery in terms of certain equipment for those Italian 
troops would have helped out a great deal. 

General Eisenhower went into an infantry outfit here and he found 
three different types of machine guns in that one place. They were 
not kicking about it. They were quite willing to have them and 
utilize them, but they should have all one type. ; 

Mr, Herter. One more question along that line. Again, from 
your experience in the Pentagon Building—— 

General Gruentier. I should not think you would keep on remind- 
ing me of that. 

{r. Herter. Assuming that the Department of Defense has so much 
available in the way of equipment for all purposes, it then sets up its 
line of priorities as to where that must go. If it had a free hand 
to equip you within the limits of what it felt was prudent, from its 
tota uction, it could give you advance notice as to what it thought 
it could let you Lave. Would that not be a much better measure of 
what you were trying to do than a pure dollar measure that you are 
_ held down to year by year? 

General GruentHuer. Yes. As far as we are concerned, the dollar 
does not mean very much tous. Ido not want tosay we are disregard- 
ing the dollar, but I mean we cannot convert from dollars into items. 

fr. Herter. Those things you are interested in. 

General Gruentuer. Yes; those things we are interested in, 

Mr. Herter. But again, if you put on a different hat and were sit- 
ting in the Pentagon uilding t ay, you would not release a single 
thing, no matter how many dollars were appropriated, if you thought 
they were needed for our own defense here in the United States, or for 
priority overseas? 

General GroentHer. Yes. Iam not sosure about the last one. If 
understood the question it was this: If I were sitting in the Penta- 
gon with another hat on I would not release a thing. 

Mr. Herter. Unless it were in our national defense interests to do 


it. 

General Gruentuer. Yes. I would agree with that. 

Mr. Heater. In other words, you would establish there priorities 
which were in our own national defense interests in sending equipment 
abroad ? 

_ General GruentHER. Yes. But as a matter of policy if I were sit- 
ting where that hat is, as you know, I would have as a liberal policy 
the question of determining what is best for the purpose you men- 
tioned, of our own national interests. 

Mr. Herter. Our own national interests? 

General Gruentner. Yes. Because I ain firmly of the opinion— 
and having been over there I am convinced it is the right thing that 
the surest way to get these people so that they can defend themselves 
is to put them on their feet, and the faster we can do that, the-better 
it is for our own interests. 

Mr. Herter. For our own defense interests! 

General Grventuer. Yes, sir. 

Discussion off the record.) 
hairman Rictarps. General, you mentioned a thing that worried 
me a long time ago. You mentioned the fact of this Italian general 
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coming and seeing that another army had so-and-so, and you men- 
tioned that you do not know why that was. Why should not General 
Eisenhower have the final say-so on that? : 

General Gaventuer. He would, sir. This was something that was 
started long before we got over there. We are into that airly well 
now. Ona thing like that we will have quite a bit to say, as a matter 


of policy. 

Pshoutd explain just a little bit on that. From the standpoint of 
staffing, we are trying to run his headquarters on an extremely austere 
basis. We have, as of the day I left, 230 officers in the headquarters. 
That is for everything. To monitor this type of operation you are 
talking about would take a ane number of officers. Actually, we 
have five. They can only handle policy matters, and when they get 
a complaint like this, they can only pass it on to somebody else to 
get an answer on it. That is the way we do it. 

We are seeing, though, where these difficulties come up, that before 
any decision is taken, they ‘are referred to our headquarters, that is, 
the American side of our headquarters, which is just five officers. 

Chairman Ricirarvs. That is just consultative, is it not? 

General Grurntuer. Yes, sir. There is no question about their 
going around us. They will ask for just. as much advice as we are 
able to give. Our liaison with General Kibler, who is working for 
the United States Chiefs of Staff in London on this very problem, 
is such that he always refers that kind of subject to us. 

Chairman Ricwakps. Suppose the Belgian group was not doing 
what they should? 

Discussion off the record.) 
hairman Ricttarps. Cain General Eisenhower say, “You have to 
do this, or you do not get so-and-so”? 

General Gruentuer. That is right. 

Discussion off the record.) 
hairman Ricwarps. And you cannot operate as things are now to 
make decisions like that? 

General Gruentner, Oh, yes, sir. General Eisenhower’s recom- 
mendation in a matter like that is a pretty firm matter. 

Mr. Furron. Why is he so far down on the personne! chart in this 
NATO business? That has worried us on the committec here. I agree 
with the inference of the chairman that it takes him down almost out 
of the policy-making group. . 

General Gruenruer. Of course, that is true. This is a little com- 
plicated. He is down here. There is no question about it. He was 
put there to command the troops in Europe. There was at least ons 
very distinguished American who came and advocated this: He said, 
“It is foolishness to have Eisenhower here. He should be up here as 
the executive chairman for this group.” 

Mr. Forron. The quarterback. 

General Groenruen. That was his thesis. Of course, that is in- 
verting the pyramid quis a bit too. However, this gentleman believes 
that very strongly. In fact, I am inclined to believe he appeared be- 
fore your committee. If not, he appeared before the Senate commit- 
tee. That is one way of doing it. a 

Now, that is actually what happened. Even though he is on this 
chart down here, iri practice you will find that these people are con- 

! 
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ferring with him al] the time. They do not know where he is on the 
chart and do not care particularly. 

Mr. Fuuron. May I comment on your chart? Theoretically, on a 
military basis he would have first to correlate and check with three 
other opposite numbers there, so that the four of them would then go 
through three steps to get up to where the final decision is made. Thoy 
would then have to correlate on each side issue as they went, first 
correlating on the second level, and in four places on the third level, 
before they got to the Council. 

General GrurntuER. Of course, you are talking about correlating 
here. Was that the first correlation? 

Mr. Vorys. Will the gentleman yield? 

Mr. Fuiton. Yes. 

Mr. Vorys. You mean three steps sideways and four steps up. 

Mr, Futtox, That is correct. 

General Grurntuer. Of course, you understand in this business, 
if this were a cominform, the Soviets would have a little different 
chart than you do have there in a democracy. When this thing is 
working, you have the question of persuading and leading rather 
than merely ordering and telling. 

Mr. Funron. General, might I just comment on what Mr. Vorys 
said?) On the first step up, John, he has two correlations to make side- 
ways, and on the second step up he has three correlations to make 
sideways. 

Mr. Reece. Will the gentleman yield? 

Mr. Fuion. Yes. 

Mr. Reece. But under the chart of command here in the United 
States the commanding general would be down at least three steps. 

General Gruentuer. Yes, and there is a little question involved 
here, and a little principle involved which you gentlemen would be 
the first towarn about. You are not going to have the military run this 
country, and the military do not want to do it. So I do not know, 
and I am not so sure what Mr. Fulton’s tegen is, but I recall that 
this man whom I mentioned would have him up there, and the min- 
isters would be coming around and bowing to him and asking for 
permission to speak. 

Mr. Funton. I compliment you in a way. I think the people of 
the United States want you and General Eisenhower to be pretty 
much running the show over there, and in where tho major decisions 
are made, and they want you to be initiating and implementing it. We 
have confidence in you and we are lucky to have you there, and we do 
not want you clear down here and outside of it like this. 

Mr, Hottrirtp. The very fact that. you are placed where you are, a3 
far as the chart is concerned, is that not of a great. psychological ad- 
vantage as far as the people of Europe are eoneerhie: that is, putting 
yourself in position where you are not dominating the show 
ostensibly, even though you may be from an advisory standpoint t 

General Gruentier. I think that is a very important point, Mr. 
Holifield. As many of you know, the question of United States domin- 
ation is really a fairly sensitive point in many parts of Europe. Ono 
thing that has disturbed me is that United States motives have been 
so generally misunderstood. Tnere are any number of people who are 
still very mistrustful of our motives from the standpoint of peace. 
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General Eisenhower has been hammering that he is for peace, peace. 
He is getting this point across, I would say, remarkably well. The 
trust him. They say, “Yes, he probably is.” However, there are still 
a great many of them wondering about whether the United States is 
really for peace or not. A lot of them say, “Well, he is for peace. 
Yes, he is. But the United States is not.” 

That comes in very much on this point. 

The good effect that he is having on the so-called common man of 
Europe is really very, very significant. 

Mr. Houtrtevp. In the Jast analysis, that is where the whole strength 
of the NATO movement will be. It will be on the convictions and 
morale of the ordinary man. 

General Gruentier. That, I think, is very well stated. 

Mr. Hoiirrerp. And we might hurt that morale quite a bit if we 
put ourselves ostensibly at the top and say, “Now, you boys do this,” 
rather than saying, Come on and let’s do this.” 

Mr. Forton. Will the gentleman yield? 

Mr. Hottrtevp. Yes. 

Mr. Fuiron. I am certain you are not trying to justify the crazy 
patchwork quilt of the NATO organization and the Council of Europe 
organization-——— 

{r, HottFreLp. No. 

Mr. Fuuron. And the organizations which act as a liaison between 
all of these countries and us and then between each of them. It is 
terrificif you try to diagram the thing up. ° 

Mr. Horirizep. Sometimes the diagram of a thing does not repre- 
sent the real situation. Ihave found that out too. I am not justifying 
this diagram, but I-am thinking through to the pont we are trying 
to accomplish, and that is the encouragement of these people to go 
in with us on a mutual effort, an effort which we cannot direct them to 
go into, but which we must obtain their voluntary enthusiastic support. 

Mr. Jupp. To show how little the people understand this diagram, 
when we were in Europe one of us asked the top brass, and the to 
civilian, what this army is generally called by the people. We ask 
“Ts it called the European army, or the army of Europe, or the NATO 
army?” They said, “It is called General Eisenhowei’s army.” That 
is how the ordinary people in Europe think of it. 

Mr. Hotsririp. Apparently he is at the top then? 

Mr. Jupp. In the public psychology that certainly is the case. 

General GruentueEnr. He has had a tremendous impact on them, and 
he has been very modest about it. He has created an atmosphere of 
cooperation. In-our headquarters that has been one of the things 
we are after, to get these people who are working in the headquarters 
to feel that ep sense of conviction. 

Mr. Reece. If I may revert to the chart with the red arrows, you 
expressed concern about getting the red arrows faded out? 

eneral GruenTueER. Yes, sir. We would like to have them a little 
bit shorter, at least, Mr. Reece. ; 

Mr. Reece. Can they be materially faded until we grt an effective 
air set-up which will give you an umbrella in Europe 

General Gauenruer. No. I think that is correct, and that is cer- 
tainly the thing we are smophaneie. ‘ 

Mr. Reece. The thing that gives me some concern, following that 
up again, is that nearly all of the talk and discussion is about divi- 
sions, and relatively little about air power, wien is essential. 

ie i. 3 
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You referred tothe plan in certain areas. Can that be effective until 

we get a reasonable air supremacy? 
eneral Gruentiter, ‘They can make a greet contribution, Mr. 
Reece, but they are not going to be the whole thing. 

I do not want to go into any platitudes that it is teamwork that 
counts and that you have to have the three components working to- 
gether, but it is ey a fact. 

Mr. Reece. We all accept that. Everybody accepts that, but there 
has been a wide feeling that air power has been de-emphasized. 

General GrouentueR. But we are as much concerned about the air 
power angle as you are, and perhaps even more. The question of 
trying to defend this with a wall of flesh is absolutely repugnant to 
us and we deplore just as much as you do that the unit of measurement ° 
is always talked about as the division, because it has a psychology 
which is wrong, as far as we are concerned. . 

Mr. Reece. I think if that idea, General, could be conveyed, I think 
it would be very reassuring to the public. 

Off the record. 

(Discussion off the record.) 

Mr. Reece. The one thing that is probably retarding them, or one 
of the things retarding them, is possibly that they do not have an 
adequate stockpile of aviation gasoline and the background suppost 
to support a sustained air attack. 

CGieneral Gruentuer. Possibly. I think from the standpoint of 
maintenance they do not have it covered nearly as well as our Air 
Force does, or as the British do. But they are getting better, and 
they are getting very much better, Mr. Reece. This MIG-15, and the 
way they have been handling that, and the way it has been built, 
has really been a révelation, and almost a shocking one, Of course, 
their pilots are still not as yood as ours, but they are getting more 
experience and showing up better all the time. 

n the maintenance field we think we still have an edge on them. 
That edge does not exist all the way through. 

{Discussion off the record.) 

Mr. Reece. Off the record. 

(Discussion off the record.) 

Mr. Vorys. General, there is going to be offered an amendment 
governing the use of American ground forces in thd Maybe 
this happened while you were away, but the limitation which passed 
the Senate was six divisions, We found in the past 48 hours that 
divisions do not mean anything when you talk about limitations. 

Granting that you might not wish any limitation, would a limita- 
tion by divisions, or by numbers, or by percentage, wo will say, of 
total NATO ground forces, in Europe be the best for you and the 
most encouragement to Europe? That is, it seems to me there could 
be three kinds of limitations: 

First, none of these funds should be spent to support in excess 
of six divisions in Euro 

Second, that none of these funds shall be spent for over 200,000 inen, 
or 300,000 men in Europe. 

Third, none of these funds should be spent for ground forces in 
excess of 10 percent of the ground forces in Europe. 

It would be that sort of thing. 
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General Gaventien. Mr. Vorys, my suggestion on Chat would be, 
if the Congress decides Chat there is to be a limitation, (hat Chew should 
be n clear understanding as to what is meant by a division, If a 
decision is made that not over X divisions ave going to go, that it is 
realized that tho X divisions have to have supporting troops, se Chat 
inisunderstanding cannot be created, 

f there is to be a limitation at all, my recommendation would be 
that. the Himitation should be in terms of divisions, with the under- 
standing as to what a division encompasses. 

T would say just from reading the newspapers tho Inst couple of days 
there might have been some misunderstanding about that. 

With respect. ¢o one tield that you opened, where you said that you 
realized I igi feel no limitation should be on at all, on Chat partic- 
ular point I abyel to know General Kisenhower's view. His view 
is that there should be no limitation on the (roops, as such. The Timi- 
tation he is thinking about, if there was any, is Che limitation in terms 
of time, During the time we are trying: to raise the morale and 
build these people up, the question of Hinitation of divisions is a false 
standard, Mt happens to be what he believes. ] recognize there 
isa difference ef opinion on that. 

Mr. Vorys. I have felt that the limitation of divisions was a false 
standard in that a division did not mean anything, and the last fow 
lays have tended to bear out my view. : 

This is a very practical problem that the Congress will face, T feel 

uits confident, in the next fow weeks. If tho troops are in boeing, 
there is a twilight zone there as to whether Congress can say what shall 
happen to thein, but they can limit what dollars should be spent 
for them. : 

The proposal is unquestionably going to be mado that, because of 
the entirely different conception Ay NATO that you hear about now 
compared to what we heard about it in 149, Congress will want to 
retam some sort of control over a further change in the concept. 

‘There are two ways to doit. One way would be to say we are “agin” 
it and you cannot say anything that is good. ‘Pho other one would 
be to say this thing is coming along, and whatever we think of it, it is 
going to be done, and we want the formula in a form that is to be as 
groal as possible, : 

When you talk about the number of divisions in Europe next year, 
are you including American divisions, or is that just European 
divisions? ; 

General Gauentier. No. ‘To explain this so that you have this 
clear, this is a requirement to meet this problem of what to do about 
a threat. that is here, So, wo say wo need divisions. I plead guilty 
to the use of the term “divisions” but it means air power to support it. 

However, wo do not care ns far as wo are concerned what country 
supplies that division. We recognize there are, of course, certain 
realties of life which indicate that, but when we have listed this we 
have not said what countries these are going to be from. That is 
going to be for the governments to decide what proportion of those 
are going to be country A, country B, country C, or country D. 

For example, just take an illustration, Just assume we can get 
20 divisions in being from one country, Thén, if this figure is right, 
and you understand it is an assumed figure, that would leave the 
rest of the divisions to be furnished by somebody else. If that were 
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the case and there were 20 effective divisions from country A, tho 
problem of getting (he remaining effective divisions from Europe 
would not bew major problem, 

Mr. Vorys. Here is (he problem. ‘These European cowntries may 
follow what happens in Congress too, 

Coneral Grventier. They do, very closely, 

Mr. Vorys. Let us say they knew a certain number of divisions were 
required to be in being next year and that we had committed our- 
selves to the fact Chat the defense of Europe was the defense of the 
United States, and they just said, “Boys, there are going to be just 
1h divisions from over here, or 20. Now, Che United States ean furnish 
the rest or the thing is over. That would be a bad thing, it seems 
tome, to have happen. 

General Groextune, Yes, sir, 

Mr. Vorys. On the other hand, if they knew what the requirements 
were but they knew that the United States was not going to furnish 
more than six divisions, it might bea good thing for them—-T do not 
know whether it woutd be six lisiaanic. or 200,000 then, or 400,000 nen 
in the ground forces; but, at any rate. if they knew we are going to 
furnish billions of dollans’ wortlvof stuff, and Navy and Air personnel, 
but there was going to be a limit on dhe ground forces the United 
States is going to furnish, then PE would think that night be an en- 
conragement Co have them face the facts of life rather than a dis- 
couragement. 

That is what 7 think, but 1 want to know what you think, 

General Gauesrurkr. Well, (hat isn way of looking at it, General 
Kisenhower considers the problem a little bit differently. He is ad- 
vising them that they must build up. and is saying, “Gentlemen, 
American aid cannot last forever, ‘Nherefore, you have a time limit, 
in which to raise (hat amount.” 

Now, you are doing the same thing, You and he are both reaching 
the sane objective, which is to make Europe dependent on itself for 
its own defense, Gener Eisenhower and you, EF would say, from what 
you have said, do not believe Chat the defense of Europe on a long: - 
term basis can be importable. Tt has to be done by the people of 
Europe with regard to the ground forces. 

That is his thesis and your thesis, You have a different way of 
arriving at it than he does, though. 

Mr. Vorva. But that is not at all expressed in the law at the present 
time. We thought it was, but it turns out Chat it is not. 

When General Kisenhower or you say to these European statesmen 
and generals, “That is what we think,” then they say, “Well, that is not 
the way it is at all. ‘Pho appropriations are made and all the troops 
can be sent. You yourself and the others have said that this defense 
MM Europe is tho defense of the United States. Now, get them over 
1eTe, 

There is nothing in the law to carry out what your idea, and mine, 
and General Eisenhower's is. 

General Gaventien. Well, EF accept your judgment as to what is in 
the law because I do not know, but as to these people arriving at any 
such conclusion as that, which is the second part of your premise, 
can assure you they do not do that, because General Eisenhower 
preaches alf the time that they are going to have to do that. So, 
within the ministries of those governments there is no question of that. 
It is not a matter within my knowledge as to whether it is in the law. 
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Chairman Ricianps, Is not General Eisenhower's thinking in line 
with these objectives that you have just stated, so far as the United 
States is concerned, to get them out of Europe and turn that respon- 
sibility over to European troops; but does he not feel in the meantime 
the accomplishment of that objective would be slowed up if there 
were not the forces brought into being for morale purposes and so 
forth, in the interim, and does he not think that in order to reach that 
objective there should not be a limitation in between? 

eneral GruentneR. That is correct, sir, 

Mr, Jupp. Mr. Chairman, for the purposes of the record, I looked 
up the language on unity of command that was in the original flaw, 
It says: 

Any such assistance furnished under this titte shall be subject to agrec- 
nents * * © designed to assure that the assistance will be used to pro- 
mote and integrate the defense of the North Atlantic area and * * * to 
realize unified direction and effort. 

That was Judge Kee’s phrase. It was to make official our belief 
that they had to achieve an integrated and unified army in Western 

Surope. 

Chairman Ricnarps. That was not the judge's idea, but it was more 
or less a compromise of an idea you advanced which you thought 
could go still further in the potitical field. ; 

Mr. Jupp. I had urged something like “unity of command.” His 
phrase represented a middle ground. ; oo, 

In the supplemental report of the committee we said this: 

This matter of unity of direction and effort involves n most delicate question 
of timing. No question engaged the committee in more searching thought 
than the question of the tiietable for developing unity of command. 

The committee {gs aware that unlty of command prematurely {inposed might 


prove to be only a mockery and a hindrance. On the other hand, the frustra- 
tlon of unity of command by noniilitary considerations must not be suffered 


to occur. 

Mr. Merrow. Do you think it would be possible to realize the objec- 
tive that you have now set forth that Europe will be in a position to 
defend itself, without the integration of Western Germany economi- 
cally and militarily into these plansf 

neral Gruentuer. It is conceivably possible, but with the great- 
est of difficulty, I would say the participation of Germany comes 
very close to being a “must.” I hedged a little bit because it is con- 
ceivable you could have situations existing in East and West Germany, 
getting a buffer state where that would not be necessary, but natu- 
rally in our thinking we are going on the hypothesis that the inclusion 
of Germany obviously isa “must.” We think it is very essential. 

Chairman Ricuanps. In connection with that, Mr. Merrow, of 
course the participation of Germany is a political question now. ‘But 
in the meantime, have you any contact with military men in Germany 
officially representing the Government, or otherwise! 

General Gruznrner. No. We have not officially or unofficially at. 
this time, Mr. Richards. 

Discussion off the record.) 
hairman Ricwarvs. But it involves the pride of the German peo- 
ple, though and you have to deal with that., 

General Gaventier. That is right, but on the contrary, having the 
siz of the unit small did not involve the pride of the French people. 
It involvéd a fear. © _ 

' 
i . i 
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In my particular view, in this period of austerity you can only 
ator one big fear at a time, and the fear of the evil of Russia is the 

ig one. 

“Discussion off the record.) ; 

fr, Sarr. Do you think the military is almost entirely at the 
mercy of the political decisions that are being made in Europe? 

General Grurentier. No. Not at the mercy of the political deci- 
sions, I would say this: Except in England the military are not con- 
sulted as much as they are in this country. The military, general] 
speaking, are not on as high a plane as in this county and in England. 
In England a political decision is rarely taken without military ad- 
vice. In this country you know better than I do what the situation is. 

(Discussion off the record.) 

Mr, Sait. Of course, on the matter of securing bases in France, 
when we were there it was pretty much the boys who were running for 
reelection who did not want you to upset the apple cart. It was the 
idea that after the election they might talk to you. So it seemed to me 
at the time you were pretty well tied down on the political decisions 
that the men in political life were making. 

In other words, if they are not going to go along politically the 
program is doomed. Reports reaching us from England this week 
are to the effect that this fellow Bevan is doing considerable in the 
Jabor movement against this whole rearmament program. To me that 
is dynamite. 

(Discussion off the record.) 

Mr. Ssutu. I hope you are right. 

General Gruenturr. I hope so very much. 

Mr. Citteerrirtp. General, you are talking about a certain number 
of divisions, We had a chart before us a few days ago which indi- 
cated we hada very much larger number of divisions on our side spread 
all overthe world. Places hike Turkey and Greece were counted in. 

General GRuENTHER. J suppose so, and the Siamese, too. 

Mr. Cuuverrieip. During this emergency is there not some place we 
on aaa some of that power in order to build it up in Western 

curope 

General Gruentuer. It is very tough, Mr. Chiperfield. 

Discussion off the record.) j 
eneral Gruentuer. I have not heard of the number you indicate, 
but I am sure somehow you can drum that number up. 

I saw a figure 6 months ago in the New York Times that we had 
38,000 airplanes, which, matched against the 20,000 of the Soviets, 
gave us a 2-to-1 advantage. However, I am sorry to say, there was 
some question about the figure. 

Mr. Herter. Can I come back for a moment to the troops-to-Europe 
question? 

Gencral Grurntirer. Yes. 

Mr, Herter. Certainly when we get on the floor on the House, as 
Mr. Vorys said, that question will be raised in one form or another. 
Is there anything you can tell us that we can use, probably from the 
point of view of the strategic plans you have in mind, that would give 
us real assurances that as far as the boys‘in the divisions over there 
are concerned there will not be another Dunkirk, so to speak, and that 
you are pretty clear in your own mind as to where you can hold and 
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in what period of time and how you could evacuate them in case 
situation like that came up. 

(Discussion off the record.) 

Mr. Herter. I wondered if there was some general phrase that you 
thought would be safe enough so that you could be quoted merely in 
case that question arose, because it is a very vital one, particularly 
ile Aa get your air cover developed. They are in a very exposed 

ition. : 
P Chairman Rrcrarps. I think it is restricted, but could you see any 
objection to members of the committee using on the floor of the House 
the militar theory about these lines? Soren the enemy is think- 
ing about that. Of course, that is military stuff, but it is the kind of 
matter that has been in the paper, or some of it has. Why could not 
somebody know more about that? 

General Gruentuer. I certainly think you gentlemen could use any 
of that. The ony ining that comes up there is this: The reason why 
wo have any hesitancy about it all is this: A statement that comos u 
about where a defense line is does give information to the enemy. If 
you say it, or Mr. X, the columnist, says it or somebody like that, or 
an unidentified military. authority says it, I think it is all right. 

I do not know whether that answers your point or not. 

Chairman Rronarps. But a member of this committee who has 
heard confidential information from the military is in a different posi- 
tion. I am not talking about giving some special information, because 
this committee has a record for not doing that. 

General Gruzntuer. I want to pay a great tribute to you on that. 

Chairman Ricuarps. We are proud of it. 

General Gruentuer. I think you should be proud. 

Chairman Riciarps. When we go on the floor of the House and the 
other Members know that we know certain things because we have 
gotten it from you in executive session,.then I believe there should 

a statement y the military to us as to what, out of that kind of 
material, we could use. I was using this line and this other line as 
an illustration of something we have fo work on, because everybody 
knows you are not going to get the Germans in there if you sit down on 
the Rhine. For the same reason that it might be harmful to talk 
about one place it might be harmful not to talk about that other 
thing. That is what we are up against, 

g iscussion off the record.) 

hairman Riowaros. That is right. 

Mr. Jupp. General, when did you first start work on this in Europe? 
General Eisenhower started in January or February. Were you over 
there before him? 

General Gruenrarr. No, sir. We both went over on the 7th of 
January and got back here on the 80th. Then I went over on the 6th 
of February and he got there on the 16th. ’ 

_Mr. Jupp, The thing that is most disappointing to me in this whole 
picture is that there has been so little P in the development of 
air strength. Maybe it was unavoidable, but almost.everything you 
have told us today about its crucial importance was discu here 
" fully 2 years ago. Yet you are making more headway in the ground 

force than you are in the air, itseemstome. 


4 
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T looked up one of the minority reports of August 1949 of some of 
the Members who opposed the program, and they said that while they 
supported fully the end purpose of the legslation: 

However, we feel {mpelled to oppose bill H. R. 5895 on the baste ground that the 
method of assistance proposed in the bill is not consonant with the inajor objec- 
tives of United States policy—the security of the United States and that of 
friendly free nations. 

) e e r) e r e 

Western Europe can be defended only by alr power, strategically based and 
maintained In a constant state of readiness to meet the Impact of sudden 


aggression. 

In the opinion of the undersigned, the President should have a clear mandate 
froin the Congress to negotiate with friendly natiuns, upon their request, for the 
immediate use and occupancy of airflelds, bases, and other essential facliitles 
which will further the purpose of effective coliective security In Western Europe. 

Yet, 2 years later we have not gotten anywhere to amount to any- 
thing on that. : : 

General Gruenturr. Of course, the machinery for doing that was 
not set up at that time. Iam not familiar with that report, but to 
get air bases over there has not been undertaken except in the last 


ear, 
J Mr. Jupp. That is too bad because you say yourself you cannot 
defend Europe by land forces alone. This has been the criticism: 
That you are an infantry general, and Marshall is one, and Eisenhower 
is one, and Bradley is one. We hear people wondering all the time, 
if this is not just the straight, old, German war-college concept of war 
based on ground forces. Some of the people who opposed it in the 
bepnning were afrnid of just what has happened. 
{rs. Bouton. Did not the Congress vote a large Air Force? 

Mr. Surri. Seventy groups, and it was vetoed. 

Mr. Jupp. That is why I asked you when you got into it, because 
if you did not get into it until February you cannot be held respon- 
sible. However, somewhere there has been a Jand-bound psychology 
dominating it instead of an air-power psychology, it seems to me. 

General Grurnturr. Of course, in that statement you read there I 
think the wording was that it could only be defended from the air. 

Mr. Jupp. If I had read the whole section—and I did not read it 
all, those were the final paragraphs it made the point that if we send 
in ground troops without adequate air support and strong strategic 
au, re are just throwing away the ground troops. And we have not 
got the air, 

General GruentieEr. I subscribe tothat. Of course, there has nat- 
urally been delay, Mr. Judd. The fact that they pulled General Eisen- 
hower over there meant it required stern treatment, and that is what 
he is trying to do, 

Mr. Vorys. General, here is another thing. The Treasury figures 
showed Saal ha for MDAP as of July 30, 1951, as blige 
$883,773,742. We could explain, as we did before, the lag between 
the checks going out and the deliveries, but the deliveries are not going 
to - mace above that out of about $7,000,000,000 that has been mace 
available. 

We talk about what the Europeans have not done. I should think 
the Pp aging conoe at those figures would be saying, “You have 
had $7,000.000,000 to play with over a period of 2 years and have less 
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than $1,000,000,000 worth of stuff over here. Wo do not know what 
is happening in the United States, but wo hear a lot of talk, and noth- 
ing is getting here.” 

Vhat aro we to say on that? ’ 

Cieneral Gruentier. I cannot answor that, Mr. Vorys. I hear that 
sane thing from the European countries. One country in particular 
is quite vitriolic about it because they have mado commitments now to 
call np two Reserve divisions for a month to 6 weeks next summer, and 
they feel they must have this equipment some time before the end of 
thisyear. It doesnot seem that it will be forthcoming. 

I think some of the difficulties aro production difticulties. Further- 
more, the countries themselves, I think, have some blame in it because 
in turning in their lists thoy were a bit slow. ‘There are a variety of 
reasons, but I am not just up on it enough to know what those reasons 


are. 

Mr. Vorya. As wo told you, you worked in the Pentagon before 
February—— 

General Gruenturr. I thought we had an agreement that that was 
not to be brought up again. 

Mrs. Keniry. Mr. Chairman. 

Chairman Riciarvs. Mra. Kelly. 

Mrs, Kruuy. Thank you, Mr. Chairman. Genera) Gruenther, when 
you plan the ground troops for any county do you not plan at the 
same time the amount of air protection needed for those troopst 

Goneral Gruentier. Yes. 

Mrs. Ketzy. How could we plan air protection if it was not known 
Bhether Congress would consent to sending additional troops to 

{urope 

General GrventHer. Tet me get that last ono again? 

Mrs, Keiiy. How could air pecertion be planned if it was not 
phos etn Congress would give consent to sending troops to 

Suro 

General Groentier. But the reverse of your statement is not neces- 
sarily true, Mrs. Kelly. We still might have planned our air oven 
though the ground was not going to be there. the reverse of your 
proposal might not be true. 

( Discussion off the record.) 

Mr, Jupp. Would it not be better to have predominant omphasis on 
air with less on ground than the other way around? 

General Gruentuer. Probably so, although a categorical answer to 
that question could get you into trouble too. 

r. Jupp. Of course, I do not mean 100 against 0. I am talking 
about where the emphasis should bo, 

General Grurntier. I am not trying to dodge your question or get 
complicated with you at all, but here is the thing I want to bring out. 
Right now we have air bases in hore. You could put ten times the air 

wer in there and that would turn out to be a very bad thing, because 
he iron curtain comes in very close here and you could wake up the 
next morning and you would have lost al) these planes, 

So just from the standpoint of the ground trying to prevent the 
ovetrutining you get into that problem. Naw, just assuming for the 
sake of argumont they. had no value as ground fighting forces, but 
that all you needed was airplanes, and that you did not need ground 
troops at all, you would still have to have some kind of ground troops, 

a 
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Mr. Jupp, I did not suggest. that. In fact I disavowed that. 

Gonerat GruenturR. T recognize it. I know you did not suggest 
that and I did not mean to imply you were, but In giving an answer 
to tho question that you would put air power in at. the oxpenso of 
ground power I wanted to avoid giving a categorical answer to that 
that you had to have a certain batance, and FE was using that objective 
thing as an illustration. 

Mr. Jvop. You would not have air bases up close to that salient if 
wo did not havo ground forces in there, would yout 

General Grurntner. No. 

Mr. Jupp. They aro there in tactical support of the ground forces? 

General Gruentuer. Yes. 

Mr. Jupp. What 1 criticizo is lack of more progress in 2 years in 
getting tho strategic air bases farther back. 

General Gruentuen. Yes, sir. But here is tho thing, and espe- 
cially is this true regarding jets. You want your air power—anda this 
is tactical air power, which is the power you aro going to uso against 
advancing enemy columns—you want that as far forward as you 
can because as you know the jet has a very short life in tho air. 

(Discussion off the record.) 

Mr. Furron. Korea again demonstrated that almost unopposed air 
power sill must need ground power for support. 

Goneral Gruentner. Yes, I am sure Dr. Judd agrees with that. 

Mr. Furron, ‘That is right. 

Mr. Vorys. Along that line, wo havo heard that we have to fur- 
nish antiaiveraft and all kinds of things for support and conmuni- 
cations, Tt would scom to me the way to have antiaircraft around 
an airtield, for instance, would be to have local fellows who could bo 
enlled up to man tho batteries, rather than to export United States 
draftees at about $10,000 apicce per year, or something liko that, to 
sit around and wait for the enemy to come. By the same token it 
would seem to mo that an awful lot of the supplics and support 
personnel even for our own divisions should come from there, rather’ 
than to have such a big number in your divisional slice, just as though 
we have to do everything for our own selves, while you have soma 
ear aa and It :tians unemployed sitting there and watching us 

o it. 

General Grusntier. Tako tho first one, Mr. Vorys, on tho question 
of the antinireraft. ‘The antiaircraft for the most part that is going 
over there is for the protection of the troops themselves This is mo- 
bilo antiaircraft, rnd they are highly trained troops that have io act 
very quickly when these jets come in. Thev have to bo extre.ely 
well trained for that. You cannot stop and have language troubles 
and worry about. all that sort of thing. They havo to bo first-class 
people. ‘Tho problem of using them and getting them there probably 
would be quite a problem. I do not know if it is possible for it to bo 
done, but it would bo very, very difficult. 

Now you move into the next ficld in tho question of supportin 
units. t us take an item like motor maintenance. We have ha 
gara agp ig tae the motors aro repaired in thoso buildings by 
civilians. What happens if you have to more back or forward? You 
cannot take the building with you you start out with, and you might 
not take tho civilian with you cither, Hoe might have some other 
ideas about it at that time. At any rato, he is not in a military unit. 
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So you would find if you were going to do anything on that you 
would want to get those fellows in a military unit, 

That raises another point as to whether aliens are to bo enlisted, and 
the Congress has been considering that. There is a possibility of 
some sort of solution of that sort, but just pulling them in on a kind 
of ad hoc basis I would like to utter a caveat about that. | 

Chairman Rroiarps, General, the members are going in and answer- 
ing to their names on the roll call. They will be coming back soon. 

{r, Vorya. Mr, Chairman, will you have an afternoon session? 

Chairman Riciarps, I do not think we can finish up with the gen- 
eral this morning. Whatever the committeo says on that is agreeable. 
If we could finish it would be fine, but if any members havo questions 
they want to ask we could do so now. 

us see. We will have to stop this morning in 15 minutes. 

Mrs, Botton, Why do we not stop now? 

Chairman Riciarps, Suppose we stop now, and recess until 2: 80, 

Genera], there will be some more questions this afternoon, and we 
will give you a little breathing spell. 

General Groentner. That is all right. 

Chairman Riciarps. We will recess then until 2: 30 this afternoon. 

(Whereupon, at 12:30 p. m. the committee adjourned until 2:30 
p. m. the same day.) 


AFTERNOON BESSION 


The committee reconvened at 2:40 p. m., the Honorable James P. 
Richards (chairman) presiding. 
Chairman Ricrarps. The committee will come to order, please. 
General Gruenther, will you continue your testimony. I believe you 
were being asked some questions when we recessed for lunch. Are 
there any further questions, gentlemen? 
r. Cutrerrietp. Does he have any more charts or anything he 
wants to show usf 
Chairman Rrowarps. Do zou have any charts in that line that you 
want to show the committee 
r. Curerrterp. I would like to have you tell us something about 
the strategic air force in England; how we are working with the 
English in that area on a rates air force. 
eral GRuENTHER. As you know, we have some strategic air bases 
in England. Then we have some beses under construction in North 
Africa. We are setting those up now. 
Mra, Bouron. England includes Scotland? 
; isuers) Gaouantazr. Well, I do not think we have a base in Scot- 
an a . 
What we are interested in being able to do, if the aggressor moves, is 
to get strategic air power from as many laces on the periphery as 
possible in order to make it very difficult to defend against. 
The area on that would be North Africa and England. Wecandoa 
pretty good job on that. Regarding the second part of your question, 
r, Chiperfield, British is very excellent, from the standpoint of their 
making bases available and making other facilities available, 
. (Discussion off the ’ 
‘Mx, Curezartetp, That is all, Mr. Chairman. 
. Chairman Riouarva, Mr. Smith. 


: 
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Mr. Sarra. Have we straightened out the Mediterranean situation 
in the matter of command? . P 

General Gruentiter. No, sir, it is not straightened out yet. That is 
a matter that is before governments now in this command structure, 
the North Atlantic pewers, It is really before the Council of Deputies, 
Ambassador Spofford’s group, now. 

(Discussion off the record.) mene. 

General Grurntuer. The specific answer to your question is, it is 
not resolved at this time, ; 

Mr. Sarria. The concept that General Eisenhower has as to the 
whole problem in Western Europe is definitely tied up with the 
situation in the Mediterranean, is it not? 

General GrurNtHeER. Very much s0. 

Discussion off the record.) ‘ : 

eneral GRuENTHER. You see, what we are trying to do is to hold 
this area. You cannot do much maneuvering there, but we want to 
hold it so that a potential enemy does not get it. 

That is basically what he is thinking of in connection with that. 

Mr. Surriz. If you do not care to answer because of it being 
secret—— 

General GrurntueEr. Most of it has been:secret. 

Mr, Satrri1. I mean, so far as the record is concerned. What about 
Africat What are we doing thero about strategic bases 

General Gauentiusr. We are getting a pattern of strategic bases in 
here. Then in this area we are getting some. ; 

Chairman Ricnarps. While you are on that, if you do not mind, how 
valuable would Spain be in this thing as a site for air basesf 

General GruentueEr. It has considerable value for air-base sites, and, 
of course, for naval bases also. 

Discussion off the record.) 
eneral GRUENTHER. Spain has value because of its position in con- 
trolling the Mediterranean. 

Chairman Ricnarps. If you had airfields in Spain, would they be 
able to handle the same kind of air stuff that you are handling now? 

General Gruentuer. Yes, generally speaking, it would be the samo 
kind but a good deal of preliminary work would have to be done. 
It is too far back for tactical air. 

a Ricuarps. If you lost out on one, you would have the 
-other 

General GruENTHER. Yes, sir. 

Mrs. Boron. I realize, of course, you are dealing with the Atlantic 
Pact countries. The problem of the Middle East, the Greeks and 

‘Turks, looms large. 
Would it seem to you there could be constituted a middle eastorn 
up like the Atlantic Pact group, or a Mediterranean group; would 
that make good sense? 

General Gruenturr. Both of them have problems, As you know, 

really the two basic alternatives are as follows: That there be a sep- 
arate pact. That is solution 1. Solution 2, that those countries 
be brought into NATO, ' 

Those are two general solutions that are pele offered as alternatives. 
As to bringing them into NATO, you are familiar with the objections 

:that some of the other countries have been raising to that. 
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‘Mrs; Borrow. Would it cot strengthen us in many ways if there 
were & Mediterranean group? 
 Géneral Gruenrner. Yes; but the Pe roblem that comes up there is 
this: When you have 4 separate pact then the question—this diagram 
that Mr. Judd was talking about—of coordinating three ways comes 
in, You.would have to coordinate not only that way but you would 
ner to go over and coordinate in what we might call the middle 
eastern 
Mrs. LTON. ‘But to hold the Middle Fast and north Africa, which’ 
may neéd holding, would not that be advisable? 
eneral Gruentier. Yes. 
Discussion off the record.) 
rs. Boron. We were told the other night that 1 none 5 of the Arab 
countries. are now friendly to us. It is getting to.be a very serious 
so irieeery for us. Would it perhaps be impossible to secure such 
poe action from these countries at this time? 
Diccusion off the record.) 
neral GruentiueEr. What I have been hoping, under sponsorship 
of the large powers, Peewee the United States and United King- 


- dom, is that Greece and possibly Turkey could be gotten under on 


eral Eisenhower, and then the others could be associated. 

Mrs. Bowron, ‘You think the association would help? 

General Gruentuer. Yes; I do. The Middle East situation is one 
that bothers us. Of course, the Tranian problem is a difficult one 
and ould result, ve tat very unfavorably for the free-world. 
olitical di ions that exist here are very disadvanta pe 
Thee £ no other area in the world where the defense would 
easy if you could ever get political aerecenents Political meat 
does not solve our problems up here in Europe; they simply facilitate 
them. * But political agreement down here means much more.  ~ 

; Bovron. Would you include north Africa in this association! 

General Gruentuer. I do not think s0.. 

“Brg. Botan, You would keep that area by itself? 

’ Generel Gavenruenr. Parts of north Africa are not strategically so 
“Critical: What we are trying to do is encourage stabilization in Yihe 
Middle East. - If you ever got these People sitting around the samé 
table, it Mold help. : 

“Mr, . Do any of them have very substantial military forces? 

General. GruenteEr. Not very substantial, - , 

at 7 8 Mien dor dink situation. But Mrs. Bolton has been out there 

ink - a special subcommittee | the might consider 
ving ae 6 task, - ou peop have to solve all the problems of the 
mer in one form es ‘another, anyway. 

Chairman: ‘Ricwanns,. Are ‘you a fisherman? ‘You were talking 
isnt can'of ree ‘They are pretty hard to untangle when you 
are ing your 
‘ Peal Von The feiate Ambassador i & lunch the other day said: 


bis | t By ata t behind t 
8 onlin vay abot ats ran he anf pace creer reas 


Ido ote ie if spat is right. hcg developed it a little more than 
0 


did'not want to have invaders; 
ee ro thas before AG om n | 


Ras ame inyaders, ot 5 


ia 


ae 
. a 7 
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He meant to imply they would have a selfish reason in working for 
the defense of Europe. . ; 
(Discussion off the record.) . . 

- Mr. Vorys. You said we know what the British and French think. 
We have asked various witnesses, and they have said that on the 
political side we are familiar with the political thinking in Britain 
and France, but I thought the witnesses said that on the military side 
the military fellows would like to have the Spanish in; is that correct? 

General Gruentuer. That is true. It is one of those problems that 
are 90 percent political. You really have the problem of how much 
attention this is going to get in an organization. like the NATO or- 
ganization. : . 

(Discussion off the record,) ; 

. Mr, Vory; u a egoTread there was a NATO agreement 


about laying down ground rules fer troops fightin outside of their 
omptrritory, and that General Ei 
ce, 


ower hailed that as a great 
ment for administrative 
troops here, you have 


1s the Jegal situatign. They have worked 
ions 9 that. Thatis what General Eis- 


fans, Mr. Mavsfield wants to ask you a question. 
. General, } have three questiohs. ‘These questions 
ect be si sjust nore the : . 

nthto make militarily or Yugoslavia? 
ot. Yes 
newspaper story that-Grener 


uniform, one-fag army— 


: A few/days ago there was a 

WA er was/going to create a one- 
, we coveyed that before. 

he said that. He is for 
marily an European army. 


upp. Kiplinger this week says; ; 

Eisenho @ one-uniform, one-flagarmy is for troops of the Continent and 
witl not include forces of the United States. 

General Gruentuer. That statement is correct. 

Mr, MANsFIEtb ( presiding). How many American divisions do you 
think we ought to have in Europe until the present emergency gets 
straightened out and a European army is ready to take over! 

General GruenTuEr. We do not have an idea on that now. We are 
counting on the number of divisions that are presently contemplated 
jn coming, which are the four that were arranged for earlier this year. 

On the question as to whether additional United States ground di- 
visions should come to Europe, we have no view on that at this time. 
. Itisa matter that wearé studying. — ; a 

The general's own thinking is something like this: If he comes to 
a conclusion that it ig netessary, he will make the recommendation. 
He has not yet made that recommendation. 

' (Discussion off the record.) : 
ra, Bowron, Mr. Chairman, I have a question. 
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Mr, Manartetp (presiding). Mrs. Bolton. 

Mrs. Bouton. I wanted to ask this question, General: What has hap- 
pened to the airfields that went across Africa 

General Gruentner, I do not know the answer in detail to that. 
Some of them have done some cracking up and need repairs. 

Mrs. Boron. The British took one or two, did they not, to use? 

Gencral Grurnrurr. Yes. They havea couple, Some them need 
repairs. I flew over this area when we were down here. 

{rs. Bouton. I meant south across the continent. 

General Grurntien. I do not know. 

Mrs. Boron. Because when I was over there in 1945 with Karl 
Mundt, we tried to come back via tho war fields, and at that time there 
were some of them already covered over with sand, and some of them 
in bad shape. 

General Gruentuer. Yes. Unless they have been kept in shape 
for commercial use I would doubt it if very many of them aro in shupo 
militarily. I do not have the answer to your question, 

{Discussion off the record.) 

‘fr, Cutrerrieip. Would you like to comment on tho Voice of 
America, or propaganda activities! 

General Grorntner. Well, as a matter of fact, I have x high regard 
for the Voice of America. I ize, and you people know infinitely 
more abvut it than I do, that there are imperfections in it. You 
could very easily point out this type of that. type of a program is not 
making the hit that it should, and I think that is true. But aso 

neral proposition it is a very excellent thing, and I think we should 

doing more anc more iu that fleld. to. 

1 am very much interested in what Mr. Gordon Gray is doing. I 
understand he has just taken over the chairmanship of an organiza- 
tion to coordinate these activities, and I think that is an oxtremely im- 

rtant field. 

Per. Cnipzrriztp. Do you think it would be wise in our broadcasting,. 
and so on, to do that, rather than putting a tag of the Voice of the 
United States Government on itt 
General Gauentier. Well, of course, I think this, sir: In Munich 
you have Radio Free Europe. I think those people are doing a gfood 
job, but I think it is a littls delusion to say, just because they call 
hemselves Radio Free Europe, that that means the people who are 
listening to them would not stamp it as an American Government 
pr m. Actually, it is not an American Government program. If 
o Free Europe were beamed to France, for example, it would 
have quite an effect and you could convince the French people that 
it was not an official Government program; but as far as what the 
Ceschs think about it, that is another thing, because the Communists. 
keep broadcasting all the time that this is an official American 


rogram. 
P Incidentally, it is a terrible annoyance to the Czechs. 
Mra, Bouron. You do know it is bothering them? 
' General Gauznrner. Tho programs are coming up with mean 
ivicke like this: They will a fellow who is informing on other 
people and they will identify him over the, radio and say: “Watch 
out for John Jones. He is going to inform on you. If you will 
check the records, you will see he visited so-and-so at such-and-such: 
a time,” , 
! 
i fo 
‘ / , j 
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Mrs, Bouron. That would be annoying, would it not? 

Gencral Gauentuer. It would be disconcerting to have all of your 
private telephone numbers exposed in public. 

Mrs. Boron. Wonderful. 

Mr, MANaFIELD (presiding). Mv. Reece. 

Mr. Reecr. Whenever my time comes up, Mr. Chairman. 

Mr. Mansrieen (presiding). We are just going around the table. 

(Discussion off the pecan) : 

Mr. Rerce. I have done a little conpuling here which is based 
upon one of the primary essentials, I think, for the defense of Europe, 
and that is air power. 

In my questions, what I am leading up to now is whether wo are 
giving sufficient emphasis to the development of air power for 

euro 


pe. 

As I understand it, one of the long-range bombers costs now about 
$3,100,000 ready to go into the air, fully equipped. On that basis, 
if tho majority of this $8,500,000,000 were used for the construction 
of bombers—just using bombers as an illustration, becauso that is 
the most expensive plane, and realizing that tactical air units would 
have to go with it, that would build about 2,500 long-range bombers. 
Or, if wo take the estimate for the 3- or 4-year program, that is, the 
estimate of the cost of the 3- or 4-year program until we bring our 
troops out which, as I understand it, would be around $30,000,000,000 
which would be our share of it in order to meet tho deficiencies of 
the requirements of the various NATO countries, that would repre- 
sent the cost of something over 12,000 of the long-range bombers. 

I am now wondering about this: Assuming that the European na- 
tions could under great stress develop reasonably soon, with the aid 
of the few divisions we have over there, and build_up a respectable 
ground force, what would be the deterrent effect on Russia if wo used 
a larger share of these proposed expenditures, so as to put into being a 
ready-for-use siking strategic Air Force that these proposed expend- 
itures would buy, let us say, ranging somewhere around 10,000 and 

General Grurntier. First of all, the question of the deterrent value 
is something that is diMficult to estimate. It is a value that resides in 
the minds o ple, because if they decide that they must move, those 
10,000 or 12,000 do not stop them from moving. Now, atm it 
will make life pretty miserable for them in their homelands, if they 
are bombarded by fhat type of airplane. But they could move in 
and take over western Europe just the same. 

Mr. Rercr. If that was accompanied by tactical air support?’ 

General Grurntiurr. I was going to move to accompanying tac- 
tical air support later. I was just going to take the hypothesis on 
the basis of which you made the statement, and then we will move into 
that other field. 

The second thing is this: You have said that you would then count 
on their building up a few divisions. As a matter of fact, that is 
what we are Pynete get the afd program to do now, that is, to build 
up these few divisions, If all the money went into air power there 
would never be any left to build up the divisions. Europe does not 
have the power to do it now. 
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Now, taking up the matter of tactical air power, and the suggestion 
of having a number of these heavy bombers and at tho same time somo 
of tho tactical air power, wo say: “Yes, wo agree. We think that is 
what should be dono.” . 
General Eisenhower is giving full weight to tho possibilities of nir 
power. It is just a question as to what that balance is, Mr, Reece 

recognize there can be a great difforence of opinion as to what that 
halance should be, -Thero is a schoo} of thought that might say, or 
that I have heard say, “Put it all in air power.” 

We do not subscribe to that school of thought. 

Mr, Reece. IT do not adhere to that school of thought, but T havo 
been somewhat disturbed and the hearings havo accentuated it rather 
than abated it, as to whether suflicient importance is being placed 
upon the building up of an adequate striking power by air. ‘There is 
a limit to what wo can do in the United States. Here in this com- 
milleo wo have seen tho charts and listened to the economists explain. 
ing the economy in practically every nation on earth. In nearly all 
of them outside of the United States, Great, Britain, and Belgium 
and one or two othor exceptions, thero is a substantial deficiency nnd 
; they say wo should make up those deficiencies. 

ch ono of these economists states what. tho limits aro of these other 
countries, None of them have discussed what our limits may be. 
Woe havo the responsibility for making up tho deficiency. General 
Bradley comes before tho committes with a world map and shows 
how in very sensitive area all over tho world tho pressure is being 
supplied by the Sovict and tho satellite troops, and the only power to 
resist that military pressuro is the United States, in effect, excopt for 
tho aid wo get, to assist in Eyropo in tho othor European countries. 

Now, that bocomes very disturbing. Wo havo a national debt of 
something like $275,000,000,000, We aro authorizing a defense ox- 
penditure this year of something over $80,000,000,000, counting tho 
scientific developments. We have a tax bill which I think the ocono- 
mists or tax experts agree is scraping tho very bottom of the tax 
barrel, Tho only other substantial revenue has to be, as they say, from 
& Sales fax. 

We ourselves have a limit somewhere, and you emphasize, as did 
General Eisenhower, that the industrial capacity of the United States, 
or our economio strength, is the ono great deterrent. That is what 
causes me to place p bly greater emphasis on the air power, which 
is one important striking power, as I see it, that we can use without 
exhausting our own economio resources. 

ow, that is probably not so much a question ag it is a statement, 
bytit shows what underlies my thinking with reference to emphasizing 
air power, that is, that it is one phage that wo do have tho ability to 
build up and strike with effectively without exhausting our resources, 

I am wondering to what extent, by spreading ourselves and just 
going ahead without regard to where our own precipice ig, wo might 
. not be running the riek of exhausting our economy here and thereby 
removing the greatest bulwark against communism ft 

General Gauenruen. I am sure, Mfr. R that there probably is 
some danger involved. It isa danger I am not competent to estimate, 
but you have had people who have been before this committee who 
have given that. Now, in an endeavor to arrive at the correct answer 
to the afr problem, in our headquarters, for example, we have a large 
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number of air officers on the staff, Inn key potion we have tho 
Supreme Commander and then a Chief of Staff, which is the job I 
hold, and then a Deputy Chiof of Staff for Plans and Operations. All 
of tho strategic plans aro under him. That officer is an Air officer— 
an RAF Air Vico Marshal, who had great experience in tho war, 
mostly with American units, incidentally. The man immediately 
beneath him, who has direct charge of all operations, isa French Air 
officer who was in Indochina fighting under combat conditions against 
puree activities, and so forth. In addition to that, we have an Air 
‘hiof Marshal—a four-star Air officer—on tho staff, 

That in itself does not insure that we arrive at. tho right answer. 
I do not want to say arbitrarily that wo are going to arrive at tho 
right answer. I say wo aro studying it and General Kisenhower is 
giving it his personal attention. 

Mr, Reece. One thing (hat increases my concern fs, as I indicated 
this Hea throughout tho hearings on the military sido of it most 
all of tho talk has concerned itself with divisions and men. Nono of 
tho witnesses havo talked in the samo detail about tho number of 
tactical airplanes and number of strategic airplanes, and what tho 
striking power of then may be, and what the necessity of having them 
may be, and pointing out tho necessity of building up that element of 
our defense, Nearly all of tho testimony has had to do with divisions 
and men rather than air power, which inereases my concern some- 
what, General. 

J am in favor of building up tho strongest defense and putting our- 
selves in the strongest position that we are capable of doing without 
endangering our economic opsition here, which would endanger the 
wholo picture. 

_ General Grurntner, Well, Mr. Reece, I recognize the imperfection 
in my presentation 

Mr. Reece, I donot infor that at all, Tam very much pleased with 
it anyeeles Iam greatly jeand with your presentation and the 
breadth of coverage, including air power, that you have given in it, 
more so, I think, than any other witness who has appeared before tho 
committee, ‘ 

What I said implies no criticism of your presentation at all. Just 
the reverse is true, You have made a most excellent presentation 
of which I, personally, am ay preciatte. 

Genera) Gaventurr. That is very kind of you to say that, but I do 
not mind the criticism at all. I would like to assure you, though, that 
tho problem is not neglected. I mean, tho sense in which we have been 
doing this has been to try to reeducate the public on what the order 
of magnitudeof a thing is, You instinctively go to a type of measure- 
ment that the public understands, To reassure you a little bit, in 
spite of the presentation, General Eisenhower had all of the Afr 

hiefs of Canada, the United States, France, and Papier get to- 

ther. They met in Washington in Ma , working on this very prob- 
em. Then they came to Paris and worked ‘in for about 10 days. 
Then we took a working group from each of those countries, and Wo 
now have about 10 officers who aro doing nothing but working on this 
problem all of the time. 

You have a big problem as to how much alr these people can absorb. 
That is the thing. It is not just a question of making planes. That 
is what wo aro trying to work out in addition to the balance. 
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Mr. Resce. It is one of the things we have not had discussed in very 

tdetail. However, I do not want to belabor that point and I feel 

am taking too much time, Mr. Chairman. I appreciate your dis- 
oussion very much. 

Chairman Riotanvs. Was there anything else you cared to say on 


Genoral Gruentiirr. I do not havo any detail to add to that. 

Mr. Herter. I wonder if we could have a recess for 6 minutes to 
answer to our namest I would like very much to ask the general 
& question. 

Yhairman Riciarvs. We will take about  5- or 10-minute recess 
and come right back. 
Whereupon a recess was had.) 

Chairman Ricitarvs, Tho committee will come to order. 

Mrs, Kolly. 

Mrs. Keuty. Is there any ovidenco that civilians have been evac- 
uated by the Russians from that offensive area t 

Discussion off tho record.) 
fra. Kruy. How well armed aro the Balkan areas? 

General Gausntuer. In tho last year these Balkan satellites have 
reared considerably and in ground forces their strength has gone 
up in tho last year, ‘There has been a not quite corresponding in- 
crease in air power. ‘Their ground power has gone up faster than 
their air power. So that the number of divisions they have now 
compared to what they had a year ngoisincreased. 

Furthermore, the type of division that is being increased is the 
offensive (ype of div sion, namely, an armored division, So from 
the standpoint of capabilitics, which again wo always have to keep 
thinking about as to what could this fellow do—the capabilities of 
tho satellites have increased considerably in the last year. 

The question as to whether tho Soviets think they can get away 
with another war by proxy is something that I do not know about 
I would think they would have some skepticism about their ability 
to get away with that type of conflict now, but you cannot tell what 
they aro thinking f. ; 

Mrs. Keuzy, ‘To ge to another area in the world, if the Arab refugeo 

»roblem could be solved as quickly as possible, possibly by authorizing 

180,000,000, which it is estimated that that problem would cost, do 

ou think that would enhance the possibility of reaching an agreement 
in that area of the world? 

General Grusntiter. I would suppose it would enhance it some, 
Mrs. Kelly, but just how much I do not know. I ain not in close 
enough touch to give a view on that. . 

do know from my knowledge of the subject that it is an irrita- 
tion, and anything that will remove an irritation has value, But my 
view on that would not be worth quoting. 

Mra. Kery. Then for my last question, The strength which wo 
hope will come from this collective effort of the free countries will 
far exceed tho strength of tho separate national components. Now, 
remoye that collective st rength, and how strong would the European 
arca bet In other words, if thoy by themselves could create one divi- 
sion, by collective strength we should have three divisions. Is that 
correct ? , 

} 
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General Grurntier, I do not know. _I would not be able to give 
a multiplication of that worked out, but I would answer your question 
this way, if that satisfies you, and if it does not, please ask me again: 
If we can work out a scheme on collective security it will enhance 
the over-all security very much, as against a system whereby the sepa- 
rato nationalitics and the separate nations had to provide their own 
security. There is no question about that. 

Tho most effective utilization of these forces is a system such as 
this, Bear in mind as you think of this that no such system has ever 
beon organized in human history before in time of peace. So the 
fact that oe have been able to get this far on it is a unique achieve- 
ment in the history of the world. 

In time of war two nations got together with terrific pressure on 
and a senso of urgency existing, and there was no question abont it 
that survival wasat stake. ‘Tho issues are not as clear-cut now. They 
are just as real, but they aro not as readily recognizable. ‘lo con- 
template that this system will not work is just too horrible to believe, 
because it really, in my opinion, means the future of civilization. 

Mrs. Kris, Thank you, General. 

That is all, Mr. Chairman. 

Chairman Rtcrarvs, Mr. Herter. 

Mr, Herter. General, I have in front of mea table prepared by the 
Pentagon of the amount of end-items or similar items that have been 
uuthorized to date for our Armed Forces outside of the MDAP pro- 
gran entirely. ‘Thoy are identical items to these that come into the 

IDAP program. ‘Thoy amount to a repeater already mace of 
$20,127,000,000, A figure is in the bill that will be coming before 
us within the next 2 weeks on the floor of the House, I am told, of 
another $29,000,000,000, That is for end-items only and has nothing 
to do with the pay of troops, or installations, or building of barracks, 
or anything of that kind. 

Now, that is a total of nearly $60,000,000,000 in end-items, of which 
presumably some have been used up in erainiiig and some in Korea, 
and so on. However, it is a very considera fo amount today. I 
assume that wo will have a request from year to year of rather similar 
amounts in connection with our Armed Forees, 

My question is this: Since those items are in overy way identical 
with those being shipped, that is, these end-items for equipment of 
the armed services in Europe, can you see any ab ection from the 
point of view of flexibility if this committee should decide merely 
to authorize the armed services in this country, or the Department of 
Defense, to assign to you a percentage .of those end-items, and we 
might want to puta top limit on it, or it might be so much of that type 
of equipment as in their opinion was justified by the speed or tho 
pro that you are making. : 

eneral Gruentuer. No. I seo no objection to that, Mr. Herter. 
I would assume as a part of the premise under which you posed tho 
question that you were visualizing that such ngs as the progrun- 
ing and giving advance notice, and so forth, would be taken care of 
in the way it is taken care of now. 

Mr. Herter. I would assume that the Department of Defense would 
notify you. ; 

General Gruentuer. Yes. 
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Mr. Herren. As to what in their establishment of priorities they 

felt could possibly be sent to you. 
_ General GroznTHer. We are interested in this: We are interested 
in items, articles, and equipment for these pes dle, and that is our 
fundamental requirement. We are interested in having them in time 
so that they can make their plans, because for each of these it involves 
expenses which, as far as these countries aré concerned, are significant 
portions of their padeets. As long as wa can get that, and as long as 
we can’ plan, and as long as tho percentage is such that it does not 
hamper us in that we are able to go ahead, which is the sense in which 
Tunderstand your question has been posed, I see no reason against it. 

Mr. Herter. My reason for peel that question is, it seems to me, 
that it gives you much greater flexibility in carrying out this program 
yy when you get your men trained, your equipment is ready here. 

You do not want to be limited by a dollar appropriation as to what 
can be made hero that can be sent out of the country to take care of 
your needs, 

Tam, of course, arguing a conviction of my own. 

General Grurntierr. I recognize that. 

Mr. Herrer. ‘the second point is, if the entire matter were handled 
in that way, would there not be a considerable speeding up, so to speak, 
in the liaison work, because in effect then the whole relationship in 
getting these end items sent to you would be a contact between your- 
self and the Pentagont 

We have a good many civilian agencies we have seen from the charta 
that stand between you, and I can see the value of civilian agencies 
when it comes to the question of putting the heat on these European 
countries to mesh their proddction of the end items you give to them, 
but when it comes to the final allocation and shipment of the end items 
to you, this would make a direct pipeline. 

General Grumntier. That.is possible. I would not be able to com- 
ment on that, because I do not know enough of the administrative 
machinery by which that shipment is made. The reason I make that 
statement is this, Mr. Herter: As you know, we have really just five 
officers handling this, It would take an organization which is already 
in existence, that is, the Joint Chiefs of Staff and the Defense Depart- 
ment here have an agency in London that does that. ; 

Mr. Herrer. Your MAAG and JAMAAG would still continue to 
do all of the screening, and sorting, and everything of that kind. 

General Gruentuer. Yes. The reason I did not give an answer 
to the question about whether it expedites it or not is because I am 
not sure enough about that administrative machinery on the expedit- 
ing. I do not have the facts on that. : 

{r. Herrer. But offhand you could not think of any objection, 
could you! 

General Gaventire. I do not see any. _ 

Mr. Herter. Would you not still visualize your economic people in 
each of the country missions and your politi¢al and military people 
working out their end-item requirements as they do today, taking into 
consiceration what each country within ita economic means could con- 
tribute ) 

General Gruentuer. I would hope that that would always be done, 
and that in the working out of the administration of the plan you have 
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in mind nothing would be done to change that very essential coordi- 
nation. 

Mr. Herrer. It would seem to us, watching that operation, that it 
was n very successful one from the point of view of cooperation. 
There is nothing written in the law that-says it has to be done that 
way, but it was set up that way, and seemed an excellent arrangement. 

General Grurentuer. Of course, the people who are handling that 
here may have views on this which would be overriding, and I have 
not discussed that matter with them. 

Mr. Herter. Surely. . 

General Gruenriser. Because on these two points you are asking 
me about we always come back and say, as long as we can get our 
matériel and as long as we have flexibility in items, wo have no inter- 
est, for example, in money values. I sup there are such things 
as shipping charges, and so forth, that have to be converted into 
money, but we, as such, are really not interested in money. We are 
interested in items, and any system that will get the things and the 
articles and equipment there is O. K. with us, 

Mr. Herter. As I understand it, the program that we believe in 
very strongly, such as the training of foreign military personnel in 
this county would have to be provided for over and above this. 

General Gauentuer. Yes, sir. 

Mr. Herter. And possibly shipping charges, and packing charges, 
and overhead costs would have to be provided for separately. But 
these end items, again with the possible exception of a few mine sweep- 
ers and small boats that would be specially built for special purposes 
in special sections of the world—everything else, as far as we can seo 
in the end-item program is nothing but standard equipment, and there 
is no way of entity ig a tank when it comes off the line as being 
an MDAP tank or a defense appropriation tank, is theret 
_ General Gruentuer. No, sir. The tank is what wo are interested 


Nn. 

Chairman Ricxarps, Are there any other questions? 

Mr. Vorys, I have just gotten some figures, I do not know whether 
you know a thing about them, although you know about part of them. 
They deal with employees in MDAP. 

Mr. Herter. You mean in Washington? 

Mr. Vorys. I had thought of your idea, which would be one going 
toward economy. The grand total is 8,748. 

Chairman Ricitarps, The grand total of what? 


Mr. Vorys. MDAP personnel. Military in the United States, 239; | 


civilian, 5,108, That is in the Department of Defense. Overseas, 
2,327 military; civilian, 620. 

The Department of State Program Direction in the United States 
88 and overseas 107. Support Activities—this is for State—119 in 
this country and 140 overseas, 

So that there are 5,554 in the United States and 3,194 overseas, 
and that does not include the members of mobile training teams, or 
labor forces employed in the various installations for rehabilitation, 
and it also does not include civilian personnel in performing other 
functions that you handle, and who run MDAP on the side. 

Mr. Herter. ney I say this to the gentleman? I have rather sus- 

ted that MDAP money was being used for everything except the 
itchen stove. I have gotten a member of tho staff here to consult 
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with the Comptroller General, and he started getting figures, I un- 
derstand, to show exactly what MDAP money is being spent for. One 
of the reasons why I was very anxious to get that was that I had the 
feeling that a lot of things were being charged to MDAP that had 
nothing to do with the MDAP prograin. 

Mr. Vorys. If we have 5,000 civilians working on a program that 
up to date came to $7,000,000,000 of exactly the same sort of thing that 
we are satel for our own forces, that is considerable overhead. 

Mr. Jupp. Who furnishes funds for all those civilians? Does 
MDAP furnish them? 

Mr. Vorys. The Department of Defense employs them under Mu- 
tual Defense Assistance. This comes out of MDAP appropriations. 

Mr. Herter. I had the feeling that a lot of money was being spent 
under this MDAP appropriation. Some of the objections to the very 

‘scheme I ain offering were that a lot of things were being done with 
MDAP money that this committee had no idea about whatever. 
Mr. Jupp. Is there a breakdown of what these people are doing? 
Mr. Vorys. I am not sure you are familiar with anything except 


the—— f ; 

Mr. Herter. I do not think this is something General Gruenther 
has to get into at all. ; a 

Mr. Vorys. That is, excepting the 2,327 overseas military. 

Mr. Herrer. I am assuming they would charge the military to the 
military program in those countries. 

General Gruenturr. Probably. That is not under us. 

Mr. Vorys. Are they charging tho salaries of the 2,327? 

Mr. Herren. I am told tho information is being typed up in greater 
detail by a member of the,staff. : 

Mr, Jupp. You say our military advancing groups are not under 

_you, but are under the Pentagon? ; 

General Gruentuer. Yes, sir. Tho chain of command on that sort 
of thing is that the Department of Defense has these agencies through- 
out, and they come to General Eisenhower fer policy matters, but on a 
matter like this we have no cognizance of it. 

Mr. Jupp, That is, General Eisenhower has a considerable say as to 
what they shall be doing, but the actual doing of it is under the direc- 
tion of the Pentagon here? : ; 

General Grugntuer. That is right. Supposing that a team in coun- 
try A decided equipment was being misused, let us say, and therefore 
they wanted to stop it and change the amounts. We would be con- 

, sulted. But whether there were 10 men arriving at that. conclusion or 
25 men, we have not been in that. ; 

Mr. Heater. May I ask one more question, Mr. Chairman? 

Chairman Ricwarep. Yes, 

\{r, Herter. At the very ontset of the hearings when the Secretary 
of xtate was testifying I asked hima question as to why a determina- 
tion had been made to turn over all of this end-item au pinent as an 
outright grant to the individual nations or individual military estab- 
lishments, rathor than to follow the old pattern of World War IT with 
lend-lease, He said he could not give tho reasons, but ho know the mat- 
ter had been given consideration, and that the balance was in favor of 
the outright grant, rather than the lend-least operation. 
me you know what the answer is, or what the pros and cons are on 
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Generel Gruenruer. No. I do not think I would be able to give a 
very goo answer to that, Mr. Herter. I can think of some, but I am 
not sure they are the ones that really governed. . 

Mr. Herrer, From you own point of view, when the United States 
Government, let us say, finished this program, or has gone through the 
major part of it and turned over somo $17,000,000, or $18,000,000,- 
000 worth of war matériel to different nations on the Continent of 
Europe, or Europe, Greece, and Turkey, in the event yon wanted to use 
that equipment or General Eisenhower wanted to use that equipment 
in some section such as the Middle East, once you had given it away 
you prould have no further lien on it of any kind whatsoever, would 
you 

General Gruenturr, I do not know what the legal status of that is. 
There is an agreement signed, but I do not know the details of the title 
to the property. I am sure one of these officers from the Defense 
Departinent would know the answer to that question, but I do not 

now. 

Chairman Ricizarvs. Is there an officer here who can answer that? 

Mr. Herter. In case that question is raised I would like to know 
what the arguments are for completely giving it away. 

Colonel Orstuun. The title passes to the nations. 

General Grurntuer. The question Mr. Herter asked is, if nation A 
has been given this material and wo wanted to send it to the Middle 
East, can wo do it? . _, 

Colonel Orsrnun. They cannot do it without our permission. 

General Gruentiter. But can we do it 

Mr. Herrer. General Eisenhower cannot say that this is needed in 
the Middle East worse than it is here? 

Colonel Orstnun. No, sir. 

Mr. Herter. He could not take it from the Belgian, or the French, 
or the Dutch Army? 

Colonel Orstnun. No, sir. ; 

Mr. Reece, Would you mind giving the breakdown on that? 

Mr. Vorys. I will hand it to you. . 

Chairman Ricitarps. I would like to state before we finish up here 
for the members of the committee, that we will have a meeting at 10 
o’clock in the morning and this will wind up the appearance testi- 
mony, I think. There may be a few other statements put in the rec- 
ord. [hope you will all be present because we will decide the proce- 
duro as to writing up the bill, or whether we take up anything else, 
and things like that. We will take up those questions in the morning. 

Mr. Herter. I was wondering if I could get an answer from Gen- 
eral Gruenther on that last question. 

Chairman Ric#arps, I know, but I was afraid some of the members 
would leave before I said that. 

Mr. Ilenrer. General, that is, from your point of view, in the opera- 
tion of a joint effort, would you feel that you ought to bo able to keep 
some sort of a lien on that property? 

Hegueral Gruentuer. I would not feel very strongly about that, Mr. 
erter. 

Mr. Henrer. I do not know whether it is important, but I am just 
posing the question. 

General Gruentuer. I do not think so. Iam just trying to think. 
You see, in the priorities the equipment is assigned largely into tho 
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areas where it is most needed. I do not think it is necessary. I have 
never thought of it before, but I do not think it is necessary. You 
would have considerable difficulty. I am thinking about it mn terms 
of the European nations themselves, because they make commitments 
contemplating that they are going to have this equipment assigned to 


them. : 

Of course, if there is always a string on it which they think is 
likely to turn into-a whim, I can see very considerable disadvantage 
toit. 

Chairman Ricranps, Are there any other questions? 

Mr. Jupp. Mr. Chairman. . 

Chairman Ricraros, Dr. Judd. 

Mr. Jupp. I have a question on general policy such as you were 
discussing at the outset this morning, Genera). You were speculating 
as to reasons the 12 men in the Politburo might have in their minds 
and the considerations they would have to weigh before they would 
Inunch an attack on Western Europe. One of them was their recogni- 
tion that while they could probably overrun Europe and win the first 
battle, they still would have to win the war against American produc- 
tion. 

Do you not think that if they were to start. a drive to overrun 
Western Europe they would simultaneously, or even before that, 
have to strike at the United States itself in order to cripple our produe- 
tion? So that, we are likely to have either a war that involves us 
right here with such striking power as they have, as well as a war in 
Europe, or no war at allf 

General Groentier. I think thot that is probably true, Dr. Judd. 
Tho question again comes up as to whether they calculated it out to 
that refinement, or whether they might become involved because of a 
miscalculation, because of a tense situation, or something like that. 
I think in all logic what you are saying is correct. 

Assuming that that is the way that they are also thinking, they have 
got to be able, if they are going o launch that, to knock out a good part 
of the American production at the timo that they start anything. 

Mr. Jupp. The point is if they are going to start a war in Western 
Europe, they know it would bring us in. So there is everything for 
them to gain and nothing to lose by striking at us at once. If they 
can knock out a good part of our production, fine. If they cannot, 
they are no worse off than if they did not try. . 

snoral Gruenrnes. I think so. 

Mr. Joop. So when we talk about attack on Western Europe, must 
we hot be prepared for simultaneous attack upon ourselvest 

General Gruentnex. Undoubtedly. 

Mr. Jupp. Our people should understand that much as 4 minimum. 
There is no secret about that. 

General Gauentuen. That is right. 

‘Mr, Jupp. Therefore, anything that we do to increase our strength: 
here helps deter attack upon Europe, conversely increased strength 
over there hélps deter attack upon us. 

General Gruentier. Very efinitely. 

Mr. Jupp. One other thing: You sald this morning—although this 
may be a little out of your field if you want to regard it as such—you 
sid you thought that history would probably record the attack upon 
Korea by their satellites as their greatest blunder because it has put 
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into operation a whole series of speed ups in building the defenses of 
the free world that probably otherwise would not have occurred. 

Now, they made this great mistake in Korea. Should we try too 
hard to get them out of the mistake? Do they not want a cease fire 
precisely in order to write off their mistakes and be freer to start 
operations elsewhere ; ; 

General Gruentier. That is a possibility. When I made my 
point, I was referring to the way that they have aroused the free 
world. Whether a successful cease-fire—and it certainly does not look 
as though it is being very successful at the moment—is going to so 
disarm us is a situation which I hope will not occur. That would be 
the only premise under which I would accede to the import of your 

uestion. 

4 I feel that we in the free world—and you gentlemen particularly in 
your position of leadership because your responsibility is very very 
great in this—and you are part of tho high command just as much as 
we are—that your job is going to be, and I am sure you recognize it— 
is to assess this danger and take the necessary measures to see that 
we are properly prepared diplomatically and in whatever ways are 
necessary militarily to doit. But as for putting us ata disadvantage 
if we stop, if the cease-fire is successful, I would not feel that way 
about it, Doctor. 

Mr. Jupp. I suggest it only in the sense that the hostilities are now 
compelling them to commit their own resources there. 

General Gruentuer. They are committing resources but we are 
committing some resources, too. 

Mr. Jupp. The point is that with a cease-fire they will be able to 
withdraw their forces. They are sure we are not going to start the 
warup. We cannot withdraw our forces because we do not know they 
will not start it up. Thus they get off the hook for operations else- 
where and leave us on the hook. | 

General GrugntueR. J recognize the dilemmas in connection with 
the cease-fire are very tough ones and especially if you get a situation 
where we have to keep troops there indefinitely. 

Mr. Jupp. Let me put it another way: Do you think they are more 
likely to start trouble in Europe if there is some sort of settlement in 
Asia than if there is notf 

General Grozntuer. I would feel that there is more chance that 
trouble will start in Europe if this thing isnot settled. In other words, 
I feel that the successful conclusion of the cease-fire is an advantage 
from the standpoint of Europe that it lessens the danger of their 
attacking Europe, paradoxical as that may seem. 

Mr. Jupp. General Bradley, as I recall, said the opposite, that with 
a cease-fire in Euro 

General Gauentier. In Korea, 

Mr. Jupp. Yes, in Korea, that we might be in greater danger of 
all-out war elsewhere because it would allow them to shift their full 
attention to somewhere else. The North Koreans cannot now carry on 
much of an operation. The Chinese Communist cannot at the present 
time, Russia is now at the place where she has to accept a psychologi- 
cal licking or commit her own strength in Asia which she hes not had 
to do heretofore. 

airman Riowanvs. General Bradley did not say suchathing. He 
said it might be desirable. 
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Mr, Jupp. He said ho thought that well might be tho case. 
Discussion off the record, 
{r. Foiton. Could we ask you to explain your viows on the cease- 
fire, how it would help Europe? 

General Groextner. From the standpoint of the treasure that wo 

are putting into it over there, take a point that Mr. Reece has been 
talking about here. Mr. Reece has been talking about air power, why 
wo «lo not have more air power, ‘The business of having enough air 
power there has a very definite relationship with tho situation that 
exists there. From the standpoint of our build-up, wo welcome a 
situaton where the Korean situation is settled and more particularly 
where we get a position in the world where armed conflict is not con- 
tinuing. 
We Foot that same way to a lesser extent in connection with Indo- 
china. Tho fact that you have got armed conflict going on in any 
place in the world involving the Sovict Union or satellite we consider 
very much to our disadvantage. Iam talking about tho disadvantage 
of the whole free world. 

Mr. Jupb. If we got a cease-fire in Korea, would you bo able to 
shift air units to Europe 

General Gruenturr. Probably not, initially. That I do not know. 
Of course, as you know, there has been an air build-up in Korea. If 
this is just an armed truce whero there is going to be no withdrawal 
and where they continue to build up, well then, you have had it, of 
course, 

Mr. Jupp. The thing I have been afraid of is that it allows tho satel- 
lites still to tie us up in Asia while tho Soviet is able to move its first 
team elsewhere. I hopo ya are right, sir. 

General Grurxter. I hope so, too. 

Of course, if we get to a position where we are not leading from 
weakness, that sort of skullduggery is not going to take place any more. 

Now, we suffered those disadvantages during this period. That is 
one reason why I am so convinced that we have to operate from a 
position of strength and the sooner we can get there the less skull- 

uggery we will have to face. Admittedly, you have got an extremely 
difficult problem for the very reason you mentioned. 

Chairman Ricitarps. Are there any other questionst ; 

Mr. Vonrs, I just wondered: How do you work along with Mr. 


t . 

General GruentHer. Well, we don't work directly with Mr. Cabot, 
Mr. Vorys. Mr. Cabot is in charge here of the organization known 
by the initials, ISAC. Actually, in General Eisenhower's position as 
the sentor American commander there, I do not. remember that any 
policy directives have come to us from ISAC. 

You would remember, Andy. 

lonel Goopraster. We have had none, sir, / 
eneral GrougenrHer. We are not normally in that chain. We know 

what is going on but we do not have any relations with him. He has 
been to e headquarters and I am going to see him tomorrow or the 
n ay. 

Chairman Ricwanvs. Are there any other fiuectlonst 

Mr. Forton. On the Middle East, do you think that we should give 
a firm push toward developing in the Middle East a good defensive 
strong pointt 
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Gencral Gauentiter. I certainly do, Mr. Fulton, if we can get the 
formula for it. But you recognize that the formula for it, the mecha- 
nism by which you do it is a very tough proposition with the tensions 
that are existing there, Even without any irritation from the Soviets, 
tho internal and external dissensions there are very, very great. 

However, from the standpoint of our mission and from the stand- 
point of the mission of the free world, we want that settled and if there 
is anY encouragement that the United States can give, wo are for it. 

Mr. Fusion. Of course, there are several problems, There is a con- 
tinuing civil problom and progress. ‘There is the refugee problem and 
there is the military problem, 

Now, if we limit ourselves to the military problem, do you think it 
might be possible to start with some sort of a Middle East Pact with, 
say, Greece and ‘Turkey as a base? Even Lebanon or Israel added in 
and whatever countries would come into that and work with a group 
of countries militarily. 

Gencral Grventiter. You were out, sir, answering the roll call when 
that question came up before, There are two ways, in general, of han- 
dling the Middle East problem. Ono is to have a separate pact, not 
in NATO, and the other is to have some kind of an arrangment under 
NATO, There are disadvantages to both. Neither ono of them is 
n clean-cut solution, 

(Discussion off the record.) 

Mr, Funton. Do you think the Isracli Army is a good, cohesive, 
effective force! 

General Gaventiter. It is coming along pretty well. 

Chairman Ricitarns. I would like to say to the gentleman that the 
general testified on that extensively awhile ago and it is in the record; 

ut you can go ahead and answer it again. ’ 

Mr. Rerce. May I ask, Mr. Chairman, the general what he thinks 
is the basis for this intense feeling on the part of some of the countries 
toward tho admission of Spain into NATO? 

General Girventimr. It is political almost entirely. Franco, in 
their opinion, has been against the things which they have been 
standing for. He started out asa dictator, in their estimation. 

Mr. Reece. Has not Tito been equally antagonistic to their interests 
and deep political viewst 

General Grventuer. Yes; they do not quite reason it out on that 
and I would say this: If war came, there would be no argument at all 
about associating with Spain. Tito is closer to the firing line. The 
have more faith that Tito will fight than they have that Franco will 
fight. I am giving you some of the reasons, not that I necessarily 
agree with them. 

Mr. Reece. There has been done a very good job of building up Tito 
psychology. He was very unpopular in this country. Now he is pretty 
well accepted militarily. 

Mr, Roosrverr, Speak for yourself, Mr. Reece. 

Mr. Rerce. Militarily, at least, we are cooperating. We are begin- 
ning with Spain and there seems to be no question that she will co- 
operate. But there is still some question about what Tito might do in 
the event of emergency. I take it you feel that he would fight? 

General Groentiier. I feel that his separation and his falling out 
with the Soviets has been real. 
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Mr, Reece. Self-interest would impel him. On tho other haud, 
there seems to be no question about what the Spanish would do. ‘They 
have an intense hatred of communism and they ave basically and his- 
torically good fighters. 

We have pretty well submerged and obliterated any feolings wo 
have had toward our former onemies, Japan and Germany and on 
and on. It is quite unfortunate that other nations are not able to do 
thosamething., - 

General Gaurntuer. Tho world is not. quite that perfoct. 

_ Mr. Javits, I have not been here. Coutd I ask my question? T 
do not know whether it is my turn or not, 

Chairman Ricuarvs. Wo are just talking around the table. I 
recognize you now. —_. 

Mr, Javits. General, I would like to go a little further with this 
Yugoslay-Spain thing and try to put it in ono question. ‘Those of us 
who favored the Yugostav food atd which was tho only bill we have 
had before us—of course we havo now a bill for military aid—aro 
faced with a difforence in the attitudes of our European alties on 
these two issues. : 

Now, assuming that both are economic warfare and military prepa- 
ration, just tho most pragmatic possible basis, could you give us in 
as few words as you wish or as many as you wish tho differences which 
would or should impel us to back aid for ono and not for the other, or 
both, purely on the pragmatic, economic warfare and military warfare 


@, 
General Grugntuer. Woll, my personal viow is that wo should back 
aid for both of them; that they both have a military valuc; that wo 
are trying to achioye a posture of strongth and that the advantages in 
favor of getting the strength attributes in both of these countrios 
outweigh the disadvantages, admitting that there are disadvantages 
in both cases. 

Mr. Javits. Do you see any differonce, General, in our ascii of 
beth? We have given Yugoslavia cconomic aid and wo are about 


may go to more economic aid and mi Mary aid. Do you see any ques- 
tion of treatment as between military anc 


and Yugoslavs has heen so very definitely rharp that there is no 
questlo about their fighting. a es 

r. Javits. I might say to you that in potitical berate think it is 
the lgaect break we haye had in the whole struggle with the Kremlin 
secon 
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am now critically examining what my own position should bo under 
ptt conditions, ‘Tho thing that will influence my position is 
advice like yours on tho harsh, grim, military facts, ones and the 
next question that I would like to ask you, if you foel you have covered 
that, is what effect. do you think our relations with Spain will have 
upon our allies in Europet They are hollering about it and does it 
really sink in deep or is it just for the record? 

‘Cioneral Gruentirr. Fam not. sure whether it is going to sink in 
and hurt. 

(Discussion off the record.) 

Mr. Reece. Will the gentleman yield? 

My fathor told mo as a child that if you see a black snake, hit it 
witha rake ora hoe or any instrument available, 

General Gruentuen. That is the theory on which Tam proceeding. 

Mr. Javits. [I saw you in operation in Italy and not only on the 
military side. You may have forgotten, but TD have not—I was much 
instructed when we called on you-—but. also on the political side. I 
am asking you these questions advisedly. I think you are a pretty 
goad judge. 

General Gruentier. Thank you,sir, + 

Mr. Jupp. Has the government of which this labor man is repre- 
sentative had such terribly strict scruples about recognizing and send- 
ing oit and rubber and overything else under tho sun to Communist 
China which is certainly engaging in atrocities as bad as anything 
Franco or ‘Tito or Stalin himself ever thought of? 

General Grurntuer. ‘Tho Government. from which this Iaboring 
man came was tho United States Government, 

Mr, Jupp. I think you did not answer Mr. Javits’ question. Ho 
asked if the Europeaus—— 

Mr. Javits, I asked if the General felt that it would break down. 
I wanted the General’s viow. Ho says ho did not think so. 

Discussion off the record.) 
{r, Jupp. I want tho judgment of somo of tho European laboring 
ple, or persons representing those labor governments, because thoy 
avo got to determino this malter in tho last analysis on some other 
basis than a choice between desirables and on something other than a 
theoretical basis—there aro survivals at stake. 

General Gaventurr. That is right. 

Mr. Javits. I have ono other question that related to another area, 
if wo may switch tho gears now, and that is to this Near East. I was 
not here all day und I know you will not duplicate and I do not want 
to ropes on my colleagues; but. tho point of Mr. Fulton’s question 
and the point of my interest in this question of the Isracli Army is 
this: This is a perfectly open secret—a provision is made for tho 
Near East—and an effort will be mado to materially increase that 
with tho feoling that tho increaso will go to Isracl and that effort will 
havo a lot of backing; ono of tho strong, argumonts for that is that 
in view of tho military weakness of tho Near East an effoctive Isracli 
forco in boing is of great importance to American security, 

Now, whether yes, no, or maybe on that is something, of course 
that I would like to hear from you; and if you havo covered it, t 
apologize and withdraw it. But if you feel you would like to add 
anything to what answers you have mado, I would appreciate it. 
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General Gavenruer. I have not covered it and I would prefer not 
to because I do not feel I am well enough informed on that, This is 
a fact, that the Isracli military force is becoming quite a factor. 
They are developing militarily pretty well. But I think what has 
to be decided as a matter of American foreign policy is going to be 
how the Israelis are going to get along with their neighbors or how 
their neighbors are going to get along with them. 

What I am personally hoping is that enough leadership can come 
out of this so that we can get some kind of a quiescent situation there, 
and I would really like to hope that we could get a cooperative situa- 
tion between the two sides because then the military side would be 
solv 

Discussion off the record.) 

. Nn. Could we broaden the scope of that along those lines 
for the area? That is, along the lines that we were speaking of, of 
military force, broadening it to the area rather than the Israeli force 
and these are the Arab forces—take the Middle East area and then 
compare it, for example, to the importance of Yugoslavia on that flank 
salient. Is not the Middle East just about as important to us as an 
area as it is for us to defend Yugoslavia? 

General GruenrHer. The Middle East is an extremely important 
area} very very important, and we must find a solution there. 

Now, that is a challenge and I think you gentlemen have a great 
responsibility. 

Mr. Funton. So that those of us who do not choose between the 
Arabs and Israclis who want to find a high level of living in that 
area and getting along together, is not that Near East area necessary 
. for the defense of Europe. : We cannot hold Europe—or putting it in 

converse—can you, without holding the Middle Kast, too, use that 
will leave your southern flank open. 

General Gruentuer. That is probably true. It is not absolutely 
true but it comes pretty close to being true and in any case, unless other 
oil reserves are found, aside from the question of the flank, the question 
of Middle East oil is one that is of very, very great importance, If 
you go into a war situation where you hold some place where we were 
trying to show this morning then you need Middle East oil very very 
badly. Paradoxically, if Europe is overrun, you do not need Middle 
wgo aside from the question of being cutflanked, there { 

aside from the question of being cu , there is a very, very 
great necessity for hal ing the Middle East, 7 a 

Mr. Fouron. So then there are two reasons for holding Europe, as 
defense for the Near East and as a vital ent of our plan. Ca 
first is on the motive power to move the machinery and the equipment 
that you will use in Europe; and secondly, to hold the southern flank 
against an attack and against the Soviet coming down through the 
southern Mediterranean littoral. 

'- Mra, Bouton. May I ask a question at that point! Would the gen- 


tleman yield for a questiont 
Mr. nN. Yes, 

- Mrs.. Bouron. As I listened to you, EF had the feeling that you do 
’ not feel it is entirely a matter of an army friendly to us in that par- 
ticular area that is important. .I have gathéred that you consider it 
of vital moment that the whole area be friendly with itself because 
if it explodes within its own borders, the situation would be exceed- 
ingly dangerous to the entire world. ‘ 
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General Grurnruer. That is what I was trying to say. That is 
No. 1 priority. ; 

Mrs. Bouton. It is agreed in the tripartite agreement that the re- 
ceiving countries are not to use the armies so secured against each 
other. Do yi know of this agreement? 

General Gruentuer. I am not familiar with that. That is outside 
of our area, 

Mrs. Borron. On that basis, then, the fact that Israel has a trained 
and equipped army does not necessarily mean that there would be pro- 
tection in that fact against anything that might happen within the 
Near East area itself, nor does it mean that it is only the Russians 
that are dangerous to peace. 

General GruenTHER. When Mr. Javits was asking the question, the 

int was, when he was asking me a yes, or no, or maybe, I said before 

would answer that, I would want to look at this other one. 

Mrs. Bouton. I wanted to be sure I understood your answer. 

Mr, Furton, May I finish on that point? 

Chairman Riquarps. Mr. Roosevelt had a question. I did not mean 
to interrupt you. 

Mr. Furton. On that bartleulee point, has it not been said that 
one of the troubles with nee was that she was indulging in the 
luxury of having two fears when she had better, in these times of 
austerity, limit herself to the one greater fear? Asan American citi- 
zen, I think that is exactly right. I think that is the case for all of 
usin America. We had better face the greater danger. 

At this time, the Middle East is aquicecent. It is not greatly dis- 
turbed as between Israel and the Arabs. So that if we look to what 
might happen, we are talking of conditions and possibilities that at 
this time we do have the Russian menace threatening us according 
to General Marshall more than ever. If we can find some way that ig 
open to have both the Israelites and the Arabs on our side against the 
Russians, don't you think you had better try to get it? 

General GruentHeER. By all means. 

Mr. Fuuron. If it means implementing an army or armies in that 
area with proper agreements to insure the security of the area within 
itself, we had better try to implement because it is such a vital salient; 
is that no correct? 

eral GruenrHer. Yes; I a with that, again coming in with 
that reservation which I made that if in taking one side or the other 
you have created conditions which caused a great disturbance there, 
then I would want to take a look, another look at it; that is the onl 
thing I was bringing up. I do not think I am in disagreement with 
what you are saying. as 

Mr. Furron. If you recall, in Greece we had moved in with a mili- 
tary mission that pretty well ee in touch with what was poing on 
through the apts and with what they were doing with the aid. 

In addition, In Turkey we moved in with a military mission which 
did likewise. ; ; : 

In China, wo did not, which was a very great mistake, in my opinion, 

Now, transporting that thought to the Middle East, would it not be 
posable through a military mission on the order of either Greece or 

key, United States military mission, to check and watch and see 
that any defense material supplied was used for the right purpose? 


mete A rt Mpa a, 
1 etre SR I seer eRER 


1552 THE MUTUAL SECURITY PROGRAM 


"  @eneral Gaventier. It might be a good idea. I am not sure how 
feasible it would be. I suppose some arrangement could be worked 


out. 

Chairman Ricwaros, I want to remind the committee it is getting 
late and we have not gotten around to Siam yet. 

Mr. Forron. I yield to Mr. Roosevelt. 

Mr. Rooseveur. Mr. Chairman, let me say to the general, if you 
have answered this or covered this ground before while I had to be out 
of the committee, please skip it. 

Discussion off the record.) 
r. Roosrvert. It seems to me that before they could ever start on 
‘any of these arrows up here, they would have to eliminate the exposure 
on there southern flank which is Yugoslavia and preliminary to any 
Western European offensive would be a satellite operation against 
Yugoslavia if for no other purpose than to tie it up. ; 
enevral GroentHeR. From that standpoint, I am in complete 
agreement, but it would be part of the general move. 

When I was talking about the satellites, I was talking about the 
type of attack where the Soviets could hold back and take no part in it. 
If they decide to attack rey may have a satellite to take on a certain 
sector, Yugoslt.via very definitely being one such sector. But I gave 
itas my view chat I did not think that the Soviets would be able to get 
by with another satellite attack while everybody stood by and said, 
“Let them fight it out.” I think it would bea matter for consideration 
of the governments as to whether they would let them get by with it. 

Mr. Roosrvenr. It almost follows that an attack on Yugoslavia by 
any one of her satellite neighbors really should be properly considered 
the beginning of No.3. 

General Gaurnruer. Very close to it. Here is the point: the satel- 
\ité neighbors don't have the strength to put it across at the moment. 
Unless they get very much stronger, they are not going to be able to 
succeed on that. the Soviets are going to have to help for that. 
That situation can change and will have'to be completely reviewed. 
But I would say if there is a satellite attack against Yugoslavia, we 

are very close to world war ITI. 
* Mr, Rooseverr. What would be the reaction today on the part of the 
British and French particularly to going immediately to the aid of 
Yugoslavia? Would they dothat? Italy, I assume, would be shout- 
ing, let's go and help them because—— ‘ 
eneral GruentHen. Again, at this time, I do not know what the 
reaction would be. 
Discussion off the record.) 
hairman Ricuarps. Are there any other questions, ladies and 
gentlemen? 

No response.) ns 

7hairman Ricnarns. Thank you, General Gruenther. We appreci- 

a the beginning of your testimony as well as the ending and all in 
ween, 
- I want to ask all committes members to stay here just a minute in 
executive session. We will try to get away from here. We are going 
to find where‘we are, ee 
_ General Gavewrier. Good luck to you alls I have enjoyed seeing 
OWN bet 6 te, : : - : 
Chairman Ricnarps, Thank you, General. . 
.(Whereupon, at 4:45 p. m., the committge continued in executive 
session off the record.) . 3S 
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APPENDIX 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. 0. July $0, 1951. 
Hon. Jaurs P. RicHagps, 
hairman, Committee on Foreign Affairs, 
Howse of Representatives. 

Deak Me. Ricwarps: I have been advised by staff members of your committee 
that you are Interested in information concerning end items In the Department 
and Mutual Defense Assistance Program budgets. I am pleased to furnish you 
with such information. 

‘There are attached two tables which show informatlon on major procurement 
and production included In defense budgets and the value of end-items in Mutual 
Defense Assistance budgets by fiscal years. Major procurement and production 
categories as a basis for preparation of budget requisitions in the Department of 
Defense are not available for fiscal year 1949 and prior years; this one of the 
major categories In the Department of Defense budget covers only uew equip- 
ment items and does not include the maintenance of existing matériel, the pro- 
vision of ammunition for usage, nor the spares and minor components which 
are procured to support equipment and facilities {n service. For the fiscal year 
1951, analysis has been nade of the total funds available for procurement {n 
the separate table which is attached and shows the relationship of funds avail. 
able for obligation and funds obligated as of May 31, 1951. For convenience, 
the report excludes certain categories of production and procurement for the 
military departments in which MDAP.Is not a claimant for production or has 
only minor requirements. The total of all procurement and production funds 
for the milltary departments for fiscal year 1951 as of May 31 was $34,592,000,000 
and the total for MDAP as of the same date was $4,638,000,000. 

Sincerely yours, 


§. L. Scort, 
Major Gencral, United States Army, 
Director, Office of Military Aastsiance. 


Taste A—Najor procurement and production costs tn defense budgets 
[In millions) 


Taste B—Hnd-tiems in UDAP budgets 
[In millions) 
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Taste C.—Depariment of Defense, total funds arailable and odligatione for 
procurement {n fiscal 1951, by mafor procurement programe, ae of May $1, 
1951—Regular and MDAP funds 


Percent odligated 


Orrick oF THE SECRETARY OF DEFENSE, 
Washington, D. 0., August 7, 1951. 
Hon. James P, Rrowaxps, 
Chatrinan, Committee on Foreign Affaire, 
F House of Representatives. 

Deag Ma Rrowanps: In the héaring before your commlitee on July 2, 1931, Mr. 
Herter requested information with reapect to training programs under the Mutual 
Defense Assistance Act. 

Although information bas been furnished to your committee in this regard, I 
am attaching more complete Information with respect to this subject which may 
be {nserted In the record. 

Sincerely yours, 8. L. Scorr, 
Major General, United States Army, 
Director, Ofice of Military Aeststance. 
Attachment, 


Secretary of Defense—Status of obligations for MDAP training programe 
cumulative through May $1, 195! - 


Nors.~Title LV not incloded as there were no programs for 1909-51. 
: hae 
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Secretary of Defense—Summary of estimated budgets, MDAP, training requirements, comparative estimates, by titles and services 


Tithe TIL. .nnncnenrnncneannccnreceanennnsnnecerecencnercncan 
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A 

NAVY. . ccccoccocasccnennnnantrvensssccccunaavennnsncescencecossnse|seves-ce=2 

Alt Forces. .....-nccccvsnanccccnnncvccncccnnenoveussnnnacccccncnes 
Grand total, all tltles....-.-n-oserssncaraccscnrecerceneanes 


eran, Pomerania | PIN 
5, 330, 662 | 36,613, 450 | 37,000,400 | 4, 140,078 | 31, 486, 209 | 31, 663, 707 900, 564 


1 Comparative transfer from title XX% 
Norz.—Title IV not included as there were no programs for 1950-5}, 
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DEPARTMENT OF STATE, 
Washington, July 20, 1951. 
The Honorable JaAues P. RicHArps, 
Chairman, Commitice on Foreign Affaire, 
House of Representatives, 
Washington, D. QO d ; 
Deas Mr. Riczarps: In my testimony before your committee on July 12, Mr, 
Mansfield asked me (p. 599 of transcript) to furnish a statement with regard 
to the role of United. Statea representatives abroad. Accordingly, I nuw for- 
~vard you a statement on this, prepared for me by the Treasury Department. I 
am forwarding a copy of this statement to Mr. Mansfield. : 
Yours very sincerely, 
Tnosmas D. Caror, 
Director, International Security Affaire. 


Unitep States TReasury REPRESENTATIVES ABROAD 


For many years the Treasury Department has maintained offices in selected 
places overseas staffed by personnel of its administratlve and investigative 
bureaus, In the early days of World War IJ, when the United States began to 
assume a dominant role fn the world economic and political picture, the financial 
interests of this Government in work affairs expanded accordingly, and it was 
found necessary to establish offices staffed by financial policy officlals. These 
officials, who bear the title “Treasury Representatives," are members of the 
Treasury’s Office of International Finance. They represent the Secretary of 
the Treasury In a few foreign capitals In which the United States Government 
has a particular financial interest and usually act as the principal financial 
officers on the respective Ambassadors’ staffs. The primary responsibility of 
this professtonal staff is to keep the Secretary of the Treasury, the Department 
-of State, and other interested agencies of the Goternment, fully and promptly 
informed with respect to major financial questions arising between foreign 
governments and the United States. 

It is the considered policy of the Treasury to limit the number of its overseas 
offices and to maintain the maximum flexibility in opening and closing offices— 
always, of course, in consultation with the Department of State. As of July 15, 
1051, Treasury representatives were statloned in only nine capitals: London, 
Paris, Rome, Brussels, Frankfurt, Stockholm, Cairo, Tokyo, and Manila. Their 
offices are small; 16 financial economists comprise the whole of the professional 
staff stationed in these 8 centers. The size of the staff, and the places in which 
Offices are located, have varied from time to time. During the war period, for 
-exampte, Treasury officials acted with the commands In the theaters of operation 
around thé world on military currency problems, exchange problems, and inter- 
governmental accounting associated with military activities. This relationship 
between the military and the Treasury has continued in the principal occupled 
countries in connection with rehabilitation programs for such areas, currency 
refaym, and conversion operations, exchange systems, property and claims 
questions, and other subjects. 

Broadly speaking Treasury representatives are stationed tn two kinds of 
country—those containing highly developed, important international money 
markets of the sort which can have a significant {nfluence on the pattern of 
world exchange rutes and the course of financial affairs generally; and those, 
on the other hand, which, while not important in the world money market, are 
of particular concern to the United States Government. Typical examples of 
these two types of post are London and Manita, respectively. 

Treasury representatives are selected primarily for their special competence 
in domestic and International monetary, banking, and exchange problems, Ex- 
perience and training in this fleld have {n recent years been of growing {n- 
portance to the foreign policy of the United States. Thus the Treasury repre- 
sentatives, while maintaining thefr primary function of Treasury employees 
reporting to the Secretary of the Treasury, have been able to be of service to 
other agencies of the Government. Their continuous contacts with the filnance 
ministries of the countries in which they are stationed have added ‘to thelr 
ability to render such services, For some years beet Treasury representatlyves 
have served as financlal advisors to our ambassatiora, and have as a result 
become members of the regpective embassy teams. A similar evolution took 
place later with the advent of the ECA mission overeas, Under an arrangement 
requested by Ambassador Harriman in June 1948, the Treasury representative 
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in a country to which an ECA mission Is assigned normally acts also as finance 
officer of the ECA mission. Similarly, Treasury representatives have acted as 
advisers to the chiefs of military occupation organizations. The consolidation 
of functlons embodied in these arrangements provides a single point of contact 
with foreign officials on financial matters, resulting {n what might be deseribed 
as built-in coordination of the interests of the Treasury, Department of State, 
and ECA in the financial aspects of the forelgn-assistance programs. The 
arrangement also has done much to overcome the difficulties which otherwise 
would have been created for the forelgn-assitance programs by the scarcity of 
qualified senlor financial men avallable to the Governnient. 
fee ee of the typical Treasury representative at present are therefore 
threefold: 

1. In bis primary capacity as the representative of the Secretary of the 


Treasury, he maintains Maison with the Minfster of Finance of the country in. 


which he is statloned. He acts as a channe) of Information atid views on subjects 
with which the Secretary {s concerned as the Cabinet member having primary 
responsibility for the financial affairs of the Government. In addition to the 
traditional Interests of the head of a national Treasury, the Secretary has, in 
recent years, acquired responsibifities because of his position as United States 
Governor of the International Monetary Fund and the International Bank for 
Reconstruction and Development and bis dutles as chairman of the National 
Advisory Council on Internatlonal Monetary and Financial Problems. The 
Treasury representative confers with the Finance Ministry concerning forelgn- 
exchange rates, the country’s gold and dollar reserve position, exchange restric- 
tions and practices, and the terms and conditions of United States’ assistance. 
He advised other departments and agencies of the United States Government 
(e. g., Army finance officers, Federal building operations officers, etc.) concerning 
appropriate exchange rates, overseas banks authorized to be depositories for 
United States Government funds, consistency of propose! operations with over-all 
financial policy of the United States Government; étc. When requested, and 
where appropriate, he advises foreign governments concerning the institution 
and management of improved currency and banking systems. 

2, AS a member of the Embassy team the Treasury representative advises the 
Ambassador concerning the broad range of domestic and international financial 
conditions of the country to which the Ambassador is accredited. Furthermore, 
he normally acts as the financtal attaché fn the economic branch of the Embassy 
and usually assumes responsibllity for the financial reporting requested of the 
Embassy, He also assists the consular branch by advising United States citizens, 
the executive branch of the Government, and the Congress concerning the 
personal problems which American citizens encounter as a result of the ex- 
change controls of the country concerned. His constant contacts with the Finance 
Ministry of the country in which he is statloned give him a pecullarly helpful 
background for performing these services. 

3. As the finance officer of the ECA mission he performs similar advisory 
duties for the chief of that mission and negotlates with the government con- 
cerned on such matters as counterpart policy, budgetary and tax reform, general 
monetary policy, and other matters relating to the financial stability of the 
country recelving ECA assistance. In cases where the representative Is sta- 
tloned {n an occupied country, he similarly advises both the military and political 
representatlves of the United States Government on financial matters. 

Treasury representatives are stationed In four key NATO countries—ihe United 
Kingdom, France, Italy, and Belgium. The current change of emphasis from 
economile recovery to strengthening defense in the NATO area has caused a 
corresponding shift in the emphasis, but not the field of activity, of the Treasury 
staffs In these countries. They act as financial advisers to the Embassy-RCA- 
MAAG teams at the country level. This latest development reflects the fact that 
financlal considerations are one of the primary limiting fa:tors to a rapid build- 
up of European defense programs. 

In the Middle East, and to a lesser extent in the Far Eatt, Treasury representa- 
tivea operate on a regional basta, being on call for confltation as needed in a 
number of different countries. For several years they hava conferred with varlous 
governmenta [In these areas concerning basic financl:! problems such as the 
formation of mu prox’ monetary systems, the issuance of new types of currencies, 
the development of banking systems, the operation of budgets, and the revisfon 
of tax systems. While no representatives are permanently stationed in the foreign 
capitals of the Western Hemisphere, Office of International Finance officials are 


Try available to visit theee other capitals when and as required. 
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DEPARTMENT OF STATE, 
‘ Washingfon, D. €., July 23, 195/. 
Hon, James P, Ricwarps, . 
Chairman, Conimittce on Foretgn Affaire, 
House of Representatives, Washington, D.C. 

Dear Ma. IticHarps: In my testimony before your committee on July 12, Mr. 
Roosevelt rafsed certain questions (p. 644 of the transcript) regarding further 
information on the organization of the Mutual’ Security Program. 1! am, there- 
fore, enclosing a aupplementary statement and am forwarding additional mimeo- 
graphed copies to all 6f the Members of your committee, 

Yours very sincerely, 
THosas Th, Capor, 
Director, International Security Affaire. 


SUPPLEMENTARY STATEMENT BY THOMAS D. Canot 


In response to the request of Congressman Roosevelt at page 644.of the 
transcript, I am glad to submit a supplementary statement of my personal views 
on the question of the organization of the Mutual Security Program. 

The committee has received a wide variety of testimony on the aubject. This 
{s not surprising, In that the problem is a difficult and complex one and one on 
which the experts have disagreed. 

On the one hand, the Rockefeller and Gray reports recommend that various 
overseas economic operations be combined in one agency, but specifically exclude 
from the functions of this agency the military end-ifem program which con- 
stitutes the bulk of the proposed Mutual Security Program. Mr. Hockefeller 
in his testimony gave particular emphasis to the distinction. Mr. Paul Hoffman's 
testimony was interpreted in some quarters as favoring a single agency which 
would include military and economic afd functions, but I believe hia testimony at 
pages S01 and 811 of the transcript indicates that he was In at least considerable 
doubt on the polnt. The Brookings Institution, after the most careful sudy, has 
made recommendations to which I belleve the committee willl want to give the 
most careful consideration. After analyzing the different kinds of actlyities 
which go into the formulation and implementation of economic and military assis- 
tance programs jt recommends a multiagency operation in which the State 
Department has the central role. The Committee on the Present Danger has 
made a proposal which has been Interpreted as calling for a single agency for 
both the military and the economic ald programs, but actually its proposal con- 
templates that the Defense Department would continue to perform important 
operating functions with respect to end-item assistance and ita report also 
recognizes the need for an interagency committee to facilitate Interagency 
coordination and agreement. 

In this supplementary statement I do not wish to repeat the substance of my 
prior statement, which outlined {n some defafl the manner fn which the 
. present organization functions. My purpose {s rather to clarify the issues on 
the question of organitation in the light of the varfous statements and reports 
which are before the committee. 

T start with some basic propositions which should clarify the nature of the 
problem. The first four propositions I do not suppose arly one would quarrel 
with. The others seem to me inevitably to follow. 


AGREED PROPOSITIONS 


A, The Department of Defense determines znilitary queat fons subject only to 
the President; no other agency should be given authority over the Department 
of Defense on military queations. 

‘B. The admlutetration of a military-ald program requires constant military 
_ decfsfons, with respect to requirements, capabilities, priorities, etc. It also 

requires jhe fervices of the military procurement agencies and military per- 
sonnel abroa . oo ‘ 
_.O. The State Department determines forelgn policy subject only to the 
President; no other agency shoud be given authority over the State Department 
on questions of foreign po ley, oe . 

D. The administration of s.-milltary- and ecqnomic-ald program requires 
constant decislons on questions of foreign policy 


. t . - 
I Tiluetrations of She find of foreign policy questions which arise from day to day tn 


the administration gram are given al pp. 11-19. 
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COROLLARY PROPOSITIONS | 


X. Since the Defense Department must be the operating agency for military 
end-ftem aid, at least two operating agencies are needed: Defense, and one 
other. A single operating agency for the whole Mutual Security Program is 
thus Impossible. . ' : 

Y. The Defense Department is also inevitably involved {nthe top adminisira- 
tlon of the foreign ald program to the extent that military questions are involved. 

Z. The State Department Is inevitably involved in the tep administration of the 
foreign ald program to the extent that foreign policy questions are involved. 


' CONCLUSION FROM THESE, PROPOSITIONS 


No one person or agency (except the President) can be given the whole respons- 
ibility for the foreign-atd program or the authority to ran it. 


THE PROBLEM 


In the light of these propositiona, the real nature of the problein becomes clear, 
It 1s, how beat (a) to coordinate the work of the agencies involved, (8) to get 
decistons where there {s disagreement among the agencies, and (c) to provide 
leadership for the program as a whole, 

This Is essentially the problem for which various solutions have been proposed 
both in testimony before this committee and {n written reports. 


ALTERNATIVES 


As llsted by Mr. Foster, the four principal alternatives are— 

(1) Create a new agency which would have the centra? role in the entire afd 
program, including military end-item ald, and would be the operating agency 
for economic afd. The Defense Department would continue as the operating 
agency forend-ftem aid, (This is the Committee on the Present Danger proposal.) 

(2) Make the Secretary of State responsible on behalf of the President for 
the coordination and leadership of the whole program through the mechanism 
of an interagency committee chaired by a toprank State Department official 
responsible directly to the Secretary. The Defense Department and EOA (or 
@ successor agency) would continue as the main operating agencies, The State 
Department would not be an operating agency, except for certain technical- 
assistance programs. (This fs the present system and is the one proposed by the 
executive branch.) 

(3) Create an economic operating agency which would perform ECA's present 
functions and would also have additions] functions in the overseas economic 
fleld now performed elsewhere in the Government, such as all clalmancy, foreign 
materials development and procurement and all technical-assistance programs. 
(This would be consistent with the Brookings, Rockefeller, and Gray recom- 
mendations.) Military assistance and the coordination of military and eco- 
nomic assistance would presumably be handled asin (2). 

(4) Create a Department of Foreign Affairs, comparable to the Department 
of Defense, with four subordinate ey ahr nsible to it, concerned 
with military, political, economic, al ormational activities. 

There has also been suggested a fifth alternative: : 

(5) Create a small coordinating agency responsible directly to the President, 
which would coordinate and give direction and leadership to the Defense Depart- 
ment, to the State Department, and the economic operating agency. 


SLIMINATION OF THREE ALTERNATIVES 


Alternatives (8), (4), and (5) may be eliminated at the outset from further 
consideration, for different reasons. 


Alternative (8) Is really only a variation of alternative (2) and need not be 


considered as a separate alternative. I personally do not wish to express an 
opinion elther for or against expanding the responsibilities of an economic-ald 
operating agency to include related activities. To do so would only distract 
from the central issue which is bere presented; J, e., the method by which mill. 
tary ald and economile ald should be coordinated with each otter and with the 
conduct of owr foreign poliecy,, ©0200 ot ee 

Alternative (4)—that of creating a Department of Foreign Affaira with four 
subsidiary departmente—was mentioned both by Secretary Acheson and Mr, 
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Foater {no their testimony, but neither of them indicated that he was prepared 
to support {t as of today. In my oplnion, such a major reorganization of the 
executive branch of the Government could hardly be accomplished in the time 
available for consideration of the proposed Mutual Security’ Program, Accord- 
ingly, I do not belleve It ia sensible to consider it now az a practical alternative. 
Finally, alternative (5)—-the creation of a superagency coordinating offico— 
should atso be eliminated from consideration at this time. While in some rezpects 
this plan seems to me superior to the idea of putting the central rezponsibility in 
the economic operating agency, (t does hate obvious disadvantages, One is that 
it would mean adding another entity to the three which are already intimately 
involved. Another is the anomaly of creating an agency which appears to be on 
m piener Liat than the Defense and State Departments with respect to part of 
eir activities. 


INTERAGENCY COMMITTEE A NECESSITY 


Before considering further the two alternatives remaining, I wish to point out 
that fn elther case it would be necessary to make use of the committee device 
to {nsure fnteragency coordination and agreement. A program as complex as 
the foreign-ald program Inevitably gives rise to differences of opinion among the 
agencles concerned with the program. Since {t {s obviously ioipossible to submit 
all these differences to the President for resolution, the solution {s to provide a 
constantly available forum) where the differences can be threshed out and settled. 
For this purpose the committee device Is really the only one available, much as 
some of us may dislike “government by committee.” 

The committze should not consist of the agency heads themselves who simply 
do not have the time to meet regularly, but should be composed of top officials 
responsible directly to the agency heads and clothed with the authority to make 
decisions that will stick. . 

1 do not believe there {s any disagreement among those who have studfed this 
problem as to the necessity for such a committee. It was recognized by the Com- 
mittee on the Present Danger. The question might arise in the minds of the 
committee as to why no such committee was necessary in the case of the ECA, 
but, as I shall point out below, the organization problems involved in the ECA 
and tn the presently proposed Mutual Security Program are radically different 
ina number of respects. * 


THE REMAINING QUESTION 


1 hope that In the preceding pages I have been able te clear awny some of the 
confusion that has existed In the discussion of this organizational question. If 
my conclusions thus far are sound, the remaining question fs a relatively narrow 
one. Although jt fs not an easy question and one upon which reasonable men can 
and‘do differ, it Is also a queetion which is not as significant as might have 
a red at the outset. 

e question simply is: “Granted that the Defense Department, the State 
Department, aod an economic operating agency are all necessarily involved, 
who should be the chairman of the {nteragency committee that must make the 
broad decisions, and who should in his person provide the focal polnt for the 
program asa whole?’ The choice narrows down to two: the ndministrator of the 
operating economic agency or a top-rank official in the State Department. 


THE ANSWER 


The answer, in ry opinion, ts that because the entire prorrats is a vital part of 
our national foreign policy and because the main questions arising in the course 
of Its aduiinistratlon are foreign policy questlons, the Necretary of State must 
be the central figure in the program. Since he himself cannot devote full time to 
the job, he must delegate the responsibility to an individual who will be directly 
repponsible to him. 

RCA SET-UP NOT A PARALLEL 


i vPne advocates of giving the economic operating agency.the key role In the pro- 
Kram point to the pieceat of the ECA. They argue that the ECA was just as 
myth Ptunetion of United States foreign policy as is thé pr Mutual Secur- 
ity Program, and that it was given atatus independent of the State Department io 
the face of warnings that “there cannot be two Secretartes of State,” and that, in 

é of these warnings, ration was a success, 
spit of th tnt the opératio 
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There are, however, various circumstances which make the mutual security 
program problem radically different from the ECA problem: 

(1) The baate policy under which the ECA be Pele a was relatively sliuple and 
was defined In the Act in specific terms, Accordingly, it was possible for the ECA 
to operate within the framework of that policy. In the case of the Mutual 
Security Program, however, the underlying polley is far (vo general to provide 
ndequate direction for an independent agency, and the Implementation of this 
broad policy involves constant day-to-day foreign policy decisions. For example: 

(a) Country A says It cannot make any greater defense effort. The United 
States experts belleve it could, but recognize that its cabinet has a political prob- 
lem and inay well fall if It is pushed harder. A change in cabinet would not neces- 
sarily be for tbe better, What to do? 

(6) Country B occupfes an area the United States Is determined shall be dented 
to the Communist, but {tx government has a record of corruption and waste. 
How far and by what means should the United States seek to establish budgetary 
and fiscal controts? 

(c) Country € fs recelving military and economic assistance. A Communist 
coup appears to be fmminent. Do we cut off ald? 

(a) There {s evidence that conntry D, which is recelying atd, is siphoning off 
Government funds in an effort to “fix” an election In which the Communista 
offer a major threat, What do we do? 

Ax these examples wake clear, the situation In each reciplent country is differ- 
ent and [s constantly changing, Accordingly, our specific policies with respect 
to ald programs must be varied, dynamle, and flexible. Thus, it would be im- 
poasible to provide a reasonably salable policy framework, such as was Implicit 
in the Marshall plan, within which an agency independent of the State Depart- 
ment could “operate.” 

(2) A second major difference between the Mutual Security Program ard the 
ECA is that In the latter case, while certaln types of action were expected of 
reciplent countries, the process for them was not too painful. The MB8P, how- 
ever, requires constant efforts on our part to encourage reciplent countries to 
jucrease thelr own defense efforts, The result ls almost continuous negotiation, 
which is carrled on coincidentally with negotiations for other ends. For example, 
we may simultaneously be endeavoring to persuade a particular Government to 
take a certaln position with respect to the rearmament of Germany, to work for 
the admission of Greece and Turkey into NATO, to concede certain base rights 
or military privileges to the United States, to take actlon in a colony looking 
toward a greater measure of {independence for Ita peoples, to reduce trade 
barriers, to send nore troops to Korea, to take certain action in the UN, to 
provide ald to Yugoslavia, etc., ete. 

It seems clear that all of these negotiations must be in the hands of the State 
Department, that the State Department must decide strategy and tactica with 
respect to them, and must determine relative prioritles in the objectives for 
which we are negotiating. Yet it would obviously not be wise to give to any 
agency the central role (n the forelgn-ald programs without giving ft authority to 
negotiate with reciplent countzles. 

(3) Perhaps the most striking difference between the ECA set-up and the 
Mutual Security Program is the vital role played In the latter by an inter- 
national organfzation of which the United States is a part, namely the North 
Atlantle Treaty Organization. While the ECA operation [nvolved deallnga with 
the OEEC, we hare never been a member of that body and Sts functions have 
been far more Hmited than those of NATO, ‘the nature and extent of our 
contribution to the collective defense effort in Europe iy much influenced by 
the determinations of this {nternatlonal organization. At the saime time. the 
NATO Council of Deputies and Standing Group are constantly confronted with 
questions affecting our over-all toilitary and foreign policy, so that our repre- 
eens necessarily report ta the State Department and the Defense Depart: 
ment, ; 

These differences can perhaps be summed up by saying that economic opera: 
tlons were at the heart of the ECA program, while negotlatlons which are 
essentially political and cohstantly Involve fundamental ester of milltary 
and foreign policy are at the heart of the Mutual Security Program. These 
constant negotiations are at the same time the most important and the most 
difficult as of the foretgn ald program. The technical problems of deter- 
mining military and economle needs, and of furnishing the ald once its character 
and amount are decided upon, go forward smoothly and with e {tlon, The 
most troublesome factors in the program as a whole are political {n nature. As 
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a businessman myself, I feel qualified to say that they are not capable of being 

dealt with by a single administrator outslde the State Department. As was 

migeested by the propositions” with which I began this statement, he could not 

Ls t epature of things be given the authority to make the decialons that have to 
made, 


Compaxzative Mitirany Exrpenpiturses oF Western Evrore ano or U. 8S. 8S. R. ann 
Its Evrorxan SATELLITES 


The military budgets publicly announced for 1050 by the governments of the 
U. 8. 8. R. and its European zatellites before the outbreak of the Korean War 
amounted to the equivalent of $12.5 billion, or 12.5 percent of thelr total output 
of about $100 billlon. {¢ ts estimated that indirect and hidden expenditures for 
milftary purposes, such as waterials supplied by various nonmilitary m{n{stries 
for military purposes, industrial construction for the production of military sup- 
plies, and vartous military items hidden {n the budgets of other agencies, amount 
to an additional $12.6 billion, bringing the total of $25 billion (25 percent of the 
gross national product) ; the 1051 total fs expected to Increase another 20 per- 
cent—to $30 billlfon, or 28 percent of the 1051 gross natlonal product. 

The estimated total military expenditures for Western European countries ' 
for 1050 amounted to the equivalent of $7 billion, equal to 5 percent of the total 
output of those countries—about $135 billion. The Western European countries 
plan sharp increases in defense outlays in 1051, but they will still be spending 
far less than the U. 8. S. R. and its eatellites. Information is not available for 
all the Western European countries, but those In NATO are Increasing their 
defense spending by over 50 percent in 1951, and will devote nearly 8 percent of 
their 1951 grossa national product to defense pur, 

The United States estimates of defense expenditures for the fiscal years 
beginning In 1951 and 1952 represent 7.5 and 14.1 percent, respectively, of the 
gross national products. : 


AMERICANS FOR Democratic ACTION, 
Washington, D. O., July 19, 1951. 
Hon. JaAMFS RICHARDS, 
Cahatrman, House Foreign Affaire Committee, 
United Statee Capliol, Washington, D. 0. 

Dean CHarswan Rrowakos: I am enclosing two coples of a statement of 
Americans for Democratic Action with reapect to the mutual-security program. 
I shall be grateful if you will make this statement available for committee 
consideration by inserting it {n the record of your hearings. 


Sincerely yours, 
Joun F, P. Tucker, 


Atsistant Reeoutive Scerctary. 


Sratement With Respect ro tHe Murua Sxovgity Program SusNITTED BY 
AMERICANS FoR DeMocRATIO ACTION 


Americans for Democratic Action, an organization of non-Communist liberals, 
dedicated to the achievement of freedom and economic security, endorses fully 
the broad princizles of the Mutual Security Program. ADA belleres that the 
primary purpose of American foreign policy must be to relate the United States 
responsibly and creatively to the common efforts of the free nations of the world 
to prevent the spread of tyranny, to avoid a global confilct, and to tay the 
foundations for an ordered world. These odjectives are those of the Mutual 
Security Program. : 7 

The Mutual Security Program is another milestone In the development of 
America's postwar foreign policy. It brings together for the first time In one 
coordinated whole most of the positive elements of the last 5 yeara. The Afutual 
Defense Assistance Program, Exonomle Cooperation Administration's opera- 
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tlons in Europe and Sn Southeast Asia, the Technical Cooperatlon Administration 
-in the State Department, the varlous United Nations rellef and ald programs— 
all are included (and many are expanded) in the present proposal. Of special 
{mportance at the present moment is the newest of the programs, the United 
Natlons Korean Reconstruction Agency to which the United States Is asked to 
contribute the modest sum of $112.5 milllon. Americans imay well be proud of 
the constructive approach offered in these integrated efforts at bolstering the free 
world through the common efforts of all [ts members. 

In some respects ADA belleves the Mutual Security Program is not bold or 
Imaginative enough. While correctly stressing the overriding need to strengthen 
the military muscle of Western Europe and other nations on the perimeter of the 
Soviet world, the President's message fails adequately to emphasize that even 
after the rearmament Job is com:eted, there will remain the longer-run and 
vital task of giving cconoinie and technical afd to the underdeveloped areas of 
the world to help them Ilft their living standards. Point 4 is no mmore emergency 
program; it must be an integral part of our tofal forelgn policy for years‘to 
come, 

In particular, ADA regrets that the Administration program makes no recog: 
nition of the comprehensive report Issued by the so-called Rockefeller Hoard on 
the economic development of less advanced areas, This report offers a detalled 
outline of the organtzation and financing of a far-reaching development program, 
emphasizing especially the creation of new international agencies, United States 
sponsorship of such agencles would be a tremendously powerful weapon in the 
war of ideas. At present many Asians cannot help but look at our point 4 pro- 
gram as merely the tail end of a military polley which they do not yet quite trust. 
We must make !t very clear, io the words of the President, that “the only kind 
of war we seek is the good old fight against man's ancient enemles—poverty, 
disease, hunger, and illiteracy.” 

ADA urges the Congress to act speedily to give life to the Mutual Security Pro- 
gram. We cannot withdraw from the rest of the worll; we must not risk ali by 
plunging blindly ahead alone. Security, with justice, for the entire free world 
means security for the United States. 


MEMORANDUM OF COMMITTEE ON THE PRESENT DANGER, WasnHiNnaton, D. C., 
ACCOMPANYING CHART OF SUGGESTED UNITED STATES ORGANIZATION IN EUROPE: 


Pursuant to the request of the chairman and certain other members of the 
House Foreign Affairs Committee, the Committee on the Present Danger sub- 
mitted on August 3 a draft of a foreign ald bill, and an organtzation chart show- 
ing the Washington organization proposed under It. At that time we promised 
to furnish later a chart for the United States European organization which 
had also been requested. This is now submitted herewith. 

We have omitted the tnternatlonal organization both because it is confusing 
to incorporate It in the same chart and because changes In {it are a question 
separate from the present dill. 

The object of almost al! of the ald to Europe now proposed {a to support Gen- 
eral Eisenhower as Supreme Commander in erecting a real defense. The ade- 
quacy of the United States organization should be Judged on this basis, and this 
must be ita misston. 

At present, confusion of organization and divided authority rule. That 
the set-up works {s a tribute, not to {t, but to the devoted men struggling under {t. 

A major step is necessary to correct matters. Accordingly, we propose that 
a new post be created to be called United States Ambassador-at-large for Europe. 
We propose that this officer wear two hats, reporting as to political matters 
to the Secretary of Siate and reporting as to foreign ald matters to the Mutual 
Security Administrator. 

He would need three deputies, one for NATO who would deal with political 
matters and would be the United States member of the Council of Deputies. The 
second deputy would be for the Office of European Economic Cooperation 
(OEEO) and the Finance and Economie Board (FEB) on both of which he 
would serve as the United States member. The third deputy would be the United 
Statea member of the Defense Production Board. 

In the draft of the bill submitted on August 3 to the House Foretgn Affairs 
Committee, we described the top-level officer above proposed by the old title 
of United States Special Representative in Europe, created for the European 
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toplevel post under the Marshall plan. However, since that tlmne the NATO 
functlons have arisen and the two must be kept {n step. A new title te make 
clear that the above office fs a new one Is, therefore, proposed. 

Tn the BIL we have provided legislative authorlzation for only one deputy, 
which would be the deputy for OREG, This ts because the United States repre- 
senttaive for NATO {8 already in extatence, and because the United States 
member of the Defense Production Board (PVR) also serves as the head of 
the apectal nilzaion of ECA to the United Kingdon: so that na new legistative 
posta for elther of them seem requisite. Dealgnation of these men as deputies 
of a new Ambageador-nt-large would be merely an adintolstrative matter which 
could be done by directive, 

Under the above plan, the spectal mfssions to the participating counteles would 
report to the new Ambaxeador-at-large through his deputy for ORC. 

The Joint Milltary Advisory Group would serve In an advisory capacity 
to the Ambassador-at-large, The Military Advisory Groups (MAGS) in the 
different countries would serve as advisers to the xpectal misstons of the Mutual 
Security Administrator tu such countries. The chlef of each such spectal mis- 
sion would rank next below the Ambassador to such country, 

A recent precedent exlsta for the above proposal that the new toplevel man 
wear two hata and report in his different capacities reapectively to two Cabinet 
rank officlals in Washington. When Mr. John J. MeCtoy undertook his mission 
to Germany fn 1010, a serlous organizational proglem was solved by appoluting 
him both as the High Commisstoner—in which capacity he reported to the 
Secretary of State—and also as the sentor representative of ECA in Qormany— 
in which capacity he reported to the Administrator of KCA, This placed the 
KOA mission under hhin, This arrangement hue worked successfully. If the 
man selected ts the right inan and is acceptable to both Cabinet rank officlals 
whom he must serve, such a set-up fs entirely practleal. 

Taacy & Voorures, Vice Chairman, 


DEPARTMENT OF STATE, 
. n Washington, August 7, 1950, 
Hon. Jaues Py Ricirarpa, . 
House of Repreacutatires., 

My Dear Mr. Ricitarba: My attentlon has been eatled to H.R. $020, a DL to 
promote the furetgn pollcy and provide for the defense and general welfare of the 
United States by fuen!shing asalatance to friendly nations In the Interest of Inter- 
national security, which you introduced In the House of Representatives on Au- 
gust 1, 1061, I have also rend your accompanying explanatory statement, 

Kirst of all, I wish to stato my pleasure al your strong endorsement of the 
purposes of the Mutual Security Prograin and your forcefully expressed opinion 
that this prograin Is exzentlal for the security of the United Statea, Tn the sec- 
ond place, I would like to express ny personal apprectatlon for the painstaking, 
thorough, and objective tuanner fn whtell you aud your committee have conducted 
the hearings on this program and the exhaustive way ia which you lave been 
exploring the important and Intrinsleally difficult problems, of natlonal security 
for which the program seeks to provide xoine anawer. 

At the same the, TP must fndicate my concern over (he targe reduction which 
your bill would make In the amounts of ald which were recommended fn this 
program as it waa subinilted to the Congress by the President. Tu doing so, I ain 
voicing the jolnt concern of myself, Secretary of Defense Marshall, the Adminals- 
trator of ECA, Mr. Willam Foster, and others fu the executive branch who are 
responsible for this program. In our oplnion, these reductions would have an 
adverse effect on the succers of the pregram and would, ‘for this reason, run 
counter to our natlonal Interests. As a consequence, [am convinced that we must 
have falted in our presentation to being out, or properly to emphasgize, the facts, 
figurea, and supporting argumenta waleb, in our Judginent, compel such a con- 
clusion. In thts letter, therefore, I should Ike briefly to stunmarize our position 
and to indicate our readiness to furnteh any additional testimony or Information 
which the committee might find helpful. : ' 

Before addressing myself to the specific reductions which you have recom- 
mended, I would Iike to say a-few words about tho program as a whole and 
the manner tn which it was constricted. 

First, I want to relterate a statement which I matle when I appeared before 
your committee—that the alze of the program does not reflect requirements but 
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that rather, on the contrary, its size was drastically reduced below requlre- 
ments because of limitations In readlly available equipment, auppliles, and tech- 
nical personnel. In other words, the amounts of assiatance recommended by 
the executive branch do hot begin to fill those forpign needs which, If It were 
not for current scarcities in military equipment and other materlals of ald, 
our natlonal interests would dictate should be met in full. 

Thus, the military aid which we actually requested had already been severely 
cut back from requirements as thoy were developed by our military authorities, 
Our production exports determined that any larger total military-ald approprin- 
tigns, when considered in conjunction with our own military appropriations, 
would not fn fact result in the production of any larger quantitles of military 
equipinent dyring this flacal year than under the program proposed, ‘Tho lnilta- 
tlon hore is the dapacity of Amorican Industry, operating at the present level 
of mobilization, t¢ carry out a bigger production program during 52 than tho 
one which ig called for by a combination of the President's proposals for our 
own Milltary Establishment and for sone military ald, We belleve the 
presont military aid program to be feasible, but wo wish, because the require- 
ments certainly eo demand, that it night be materially increased,  Shuilarly, 
in tho cane of economic and technical assistance, wo have been confronted with 
serious world-wide shortages in raw materials, machino toola, industrial equip- 


mont, and tachniciana, and those shortages have handicapped us in developing 


Programs of an cconomig and technical charactor which are adequate fully to 
aecomplish our objectives, 

The program which was ‘submitted represonts tho product of nearly a years 
work on tha part of somo of the ableat people in the oxacutive branch of the 
Governmont. It is ono of the most enrefully prepared programs that has ever 
boon tranamitted to tha Congress, Requirements were doveloped tn great dotall 
through exhaustivo fleld studies and thoroughly screened. These requirements 
wore considered in conjunction with the requirements of our own Defense Bath. 
Hehment and tho eivilian economy after equally carofal atudies had been made 
of our resources and productive capacity, The amount of tho program waa 
repeatedly cut back, representing the elimination or deferment of less urgent 


‘ requiromenta becauso of imitations in resources, Ono of theso progresalve cut- 


backa is reflected in the difference of more than $1,150,000,000 bet ween the amount 
for foreign ald contained to tho President's budget message and tho amount 
proposed in the specific program now before you. 

If time wore not crucial, the further aixablo reductions which you propose 
might not havd tho samo adverse bla lent that we bolleve they now do, 
Under such circumstances the meeting o bl ace could ho phased over a 
Jonger perlod, Today, however, timo Is cructal, and the future of our Nation will 
depend upon hhw woll wo uso tho time that wo stil! have available to build 
atrongth in placea whero atrength ts critical to the aurvival of free nations, Tho 
longer that altuations of great military, political, and economle weaknoxs provall 
in various areag of the freo world, the longor will wo faco tho rigk that Soviet 
exploitation of these situations will precipitate a third world war or cause tho 
loss of peoples that are vital to tho position of the free nations, If the freo 
world had already attained tho degree of strength which, over tho noxt fow 

oars, the Mutuhl Security Program should holp to create, tho possibility of othor 

oreas would be vastly reduced, as would the danger that yital regions will fall 
prey to Soviet subversion. Until the day when this level of atrongth has been 
achieved, and can be maintained, the present dangor does not moroly continue, 
it incroases, because the Soviet world {a relentlessly asceking to improve ita mill- 
tary posture, and has accelerated its efforta to capitalize on tho poverty, sickness, 
ignorance, and frustration which prevatl in many arona of the freo world whore 
our techni Land ‘economic asaiatanco could do so much {n nelnlnr, to remove 
these condit ons ‘aid in giving thatr peoples a hope for tho a Imo, thora- 
foro, Is vitaljin thig whole fleld, and we cannot afford to postpone until tomorrow 
i of Ms : i ures which we havo tho capacity and‘ national Intoreat to 

ndertake tqday, | i i 

1 turn now to the apecific ri pe which would ddw from the particular 
reductions that yer have susgeateil, i 

ie the cago of Burope, your bill would reduce. the aggregate amount available 
f4¥ foreign Aasletqnce by $650,000,000--$25,000,000, in military ald funds and 
bm ple fg tho:funda avallabla for economic pediatance, It fa our conatdorod 
udgment thre thid reduction would seriougly eifect pur efforts to build military 
atrength iu Burope and set back tho prosont Already much too extendod timetable 
for raleing and equipping the forcds which ard required by Goneral Etsonhower, 
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I can best explain the reasons for the foregolng conclusion by reviewing the 
Rar atte by which the amounts proposed by the President were arrived at in the 

rat instance. As you know, the North Atlantle Treaty Organization has 
developed, and the participating governiwents have approved, a military pian 
which calls for the creation within a specified period of forces which wilt be capa- 
ble of withstanding aggression against the North Atlantic Treaty area. The 
general sfze and composition of these forces haB bet’ Mlttally denned; wie east 
of ratsing, malntatoing, and equipping them haz been roughly estimated; and 
the general magauitude of the capital equipment requirements for them has been 
calculated. In additlon, estimates have un lade of the extent to which the 
European NATO members can, during the specified period, and upon the assump 
tion that United States economic axsistance of a marginal nature will be con- 
tinued, pay for the support, tralning, iplent, and facilities which such forces 
will need. With these several calculations in hand, it has beep possible to make 
0 rough approximation of that portlon of the total capital equipment requirement 
which may need to come from, or be financed directly by, non-European sources, 


* principally the Untted States, The military assistance funds requested by the 


Prestdent would make possible one of several successive installments for meeting 
this total amount. 

Subsequent screentng of this plan by General Eisenhower may result In sowe 
reduction fn these requirements, but it is also possible that such a review may 
indicate the necessity for an increase, Subject only to this qualification, 1 am 
In a position to assure son, after considering the time perlod within which the 
plan should be completed aud the long lead tlmes involved in producing mllitary 
equipinent, that the mjlitary assistance proposed by the President for the forth- 
cong year represents a dixproporttonately small sitce of the total require- 
meuts. The proposed slice would be much larger [f our productive capabititles 
puneetes adequate, at the present level of mobilization, to make It larger. ‘The 
physical requirements exist, and they cunnot be disregarded. They are among 
the hard facts with which we must conteml {f we are to reach the end which 
we reek. Any reduction fn the funds which we have sought can therefore only 
postpone, not alter the necessity for, the fulfillment of these requirements. Such 
A postponement, moreoyer, While [t In no way increases the ultinate raving 
to the United Statexs, does have the effect of decreasing, and hy a dispropor- 
tlonately large amount, the security which the United States might otherwlse 
attain. For one thing it lengthens the period of serlous war risk by deferring 
the day when afrength adequate to deter or repel aggression will exist in 
Europe. Moreover, fallure to deliver this equipment on the schedules which 
have peeriousls deen worked cut can upset the plans for the ralsing und train- 
ing of forces which have already been agreed to by our North Atlantic Treaty 
partners, Thug, {t can retard the process of European mobilization, for the 
raising and training of forces inust go hand In hand with the proviston of equip- 
nient, and the former must Invariably be slowed down as the rate of deliveries 
is reduced. Such a cut would, in additlon, make §¢ much more dificult, out of 
the equipment to be produced from the funds included In this fegislation, and 
in the event that future developments should make this advisable, to divert any 
‘substantlal quantities to Germany or other non-NATO countries. : 

The redaction in economic ald would, if anything, have equally adverse elfects 
on the rearmament of Europe. As we have constantly stressed, one of our 
principal purposes In this program is to help the Europeans to carry as much 
of the rearmament burden as they can without undermining the basic economic 
and roctal structure which we and they have worked so hard to create through 
the Furopean recorery program. Such an approach not only increases the speed 
with which we can obtain real strength In Europe but aleo reduces the period 
during which the maintenance of thia strength will require continued assistance 
fram this country. The proposed reduction will slow both of these processes. 

Our economic aid has been, and will continue to be, marginal {nthe sense that 
It re nts those resources which the Europeans do not have and cannot obtain 
for themselves, but Which they require in order to develop and make the fullest 
use of thelr own resonrces, Our economic assistance as administered has had a 
multiplying effect In that a dollar's worth of such assistance, when coupled 
with the manpower, matertals, and facilities atready available In Europe, has 
résulfed ih increased output rhany times in excess of that dollar. In this way 
the productive capacity of Europe hax been greatly increased, and this Increase 
is largely responsible for the fact that Europeans have been able to carry the 
eignificant butdens of rearmantent that have already been undertaken. Rlnce 
cohsumption, on the average, ts cloze to the minjmum level, any further significant 
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increases in the European defense effort are dependent upon continued Increases 
in production output. A reduction In assistance can only lead to a reduction in 
the abiljty of the Europeans to increase thelr output and thereby to provide 
greater amouuts for defense purposes. The result, here again, will be a post- 
ponement of the day when these natlons can be self-sufficient, with a probable 
cpasequent Increase in the total ultimate cost to the United States, and a por: 
ponement of the time when General Eltsenhower will have the necessary milltary 
strength behind him. > 

While it !s true, as you have {ndicated, that European defense production has 
grown more slowly than we had originally hoped and expected, progress has 
been substantial, and a large number of the early physical and technical ob- 
stacles to the acceleration of this process have now n or Will shortly be re- 
mored. With thefr removal, the big remaining obstacle for the Europeaus is the 
problem of financing—the problem of mobilizing rezources of thefr own which 
are sufficient to support this production together with all the other milltray tasks 
they must perform. Since the economic ald proposed for the NATO countries 
ig already based on optimistic assumptions concerning the defense burdens which 
each of these countries can finance for Itself, the suggested reduction can have no 
other effect than to Umit the military efforts which these countries will be able 
to make during the year ahead. Moreover, because of the multiplying effect of 
our economic assistance. to which I referred above, the reduction will curtall 
these efforts by more than the dollar value of the econoile assistance which is 
withheld. Ata time when each one of the participating natlons should do every- 
thing of which it Is physically capable, It would be unfortunate tf our aggregate 
effort should fall serlousty short of the total effort which, through tha judicious 
use of United States economic assistance, would otherwise be possible. 

In the case of the Far East and south and southeast Asia, the proposals 
contatned in your bill would reduce the aggregate amount of authorized economic 
assistance from $375,000,000 to $225,000,000, or a reduction of 40 percent. 
$100,000,000 of the total cut would be reflected by the deduction of. this amount 
from the authorization for $112,500,000 In new funds which was requested by 
the President for relief and reconstruction work in Korea. The other $50,000,000 
would constitute an approximately 20-percent decrease in the $22,500,000 
recommended for economic and technical assistance in south and southeast Asia, 
Formosa, and the Philippines.! The total reductlon would necessitate a revision 
in our present plans, and such revision would, in our opinion, decrease our 
ability to attain important natlonal security objectives in this critical region. 

In this vast area, an expanse embracing nearly 30 percent of the world's 
population, the economic programs, as they were submitted, are, when measured 
against our vita! {nterests in the area and the needs of the area, of modest 
proportions, They represent only 3 percent of the amount which has been pro- 
posed for the mutual-security program as a whole. Thelr relatively small size 
waa again dictated by Ifmitatlons in available materials and technical personnel 
and by the extent to which available ald could be effectively utilized, under 
the conditlons existing {n these countries, to advance the security of the free 
nations, Over 80 percent of the total amount requested has been programed 
for four countries—Formosa, the Philippines, Indochina, and Jndla—where 
either the size of the need or the critical character of the Immediate situation, 
or both, necessitate the largest effort in terms of assistance. In most of the 
remaining countries in this area, the planned programs are so small that any 
appreciable reduction therein would materially reduce, if not eliminate, the 
value of proceeding with them, and yet their abandonment would, we believe, 
be detrimental to our efforts to build real strength in this important corner 
of the world. Consequently, as a practical matter, all or substantially all of 
the $50,000,000 cut would necessarily come out of the present programs for 
the four countries which I have mentioned. I shall therefore review the specific 
results that would follow if this were done. . : 

The assistance prone! for the Philippines is designed to make possible the 
implementation of the long-term recommendations of the Bell mission for the 
recovery and stabilization of the Philippine é¢conomy. This ratsslon made 
the most careful study of the situation existing In the Phillppines and ite 
conelusiong have been endorsed both by this Government and by the Philip- 
pine Government as a sound approach to the economic problems of this new 
country. A portion of these recommendations concern far-reaching and polit!- 
cally dificult actions to be tdken by the Philippine Government iteelf. Mary 
of theae actions have already been taken, and they have been taken in the 
faith that other recommendations fn the report—those calling for actions by 
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the United States-—would also be carried out. Fallure on the part of this 
Governtnent to undertake these actions would be yvlewed as a breach of a moral 
commitment, and would make more difficult, and delay the economle recovery 
which the report envisaged. Since the problems of the Philippines, Including 
the problem pee by the Communist guerrilla forces, are In large measure a 
product of the country's economic plight, falture to address the evil at {ts 
root will prolong the aftuation which now exists, Moreover, the military as- 
sistance which we are providing t:: assist [n eliminating the Communist guerrilla 
threat will prove useless in the long run If the conditions which have given 
rise to and nourlshed the Huk movement are permitted to continue. We risk 
this result If any appreciable portion of the proposed $50,000,000 cut were tnken 
from the Philippine program. 

I hardly need to stress the importance of Formosa or to describe the difficult 
econointe burden which has been tiuposed on this small {sland by the necessity 
of maintaining not only a civillan population which has been augmented by 
refugees fron) the matniand, but also a military force in the nelghborhuod of 
ahalf milllon men. We are attempting by the provision of large quantitles of 
military assistance to make these people relatively secure in the event of any 
altempted Chinese Communist Invasion. This effort will be finpossible of success, 
cr at least meaningless In the end, {f economic conditlons In Formosa should 
sertously deteriorate or If the country should be unable to provide the basic sup- 
port required by the military forces. The economic atd which we have proposed 
has a twofold purpose—first, to make {it possible for the Chinese Government to 
feed, clothe, provide the facilitles for, and otherwise to maintain during the 
coming year, the military forces to which we are furnishiug equipment and, 
second, to Increase the capacity of this {sland to become self-supporting at the 
earliest possible future date. The application of atl or some part of the $50,000,- 
000 cut to the projected Formosan program would therefore have either one or 
both of the following consequences: (1) Extend the future period during 
which Formosa would be dependent on outside economic assistance or (2) 
deprive the Formosan forces, with all the adverse effects on inorale and military 
effectiveness which this would entail, of certain essential maintenance support. 
The overstralned Formosan economy cannot carry the entire military load 
without our help, 

In Indochina the battle for southeast Asia Is now being bitterly waged. Much 
of the country fs a theater of active military operations, and on the outcome 
of these operations may hang the fate of free Asta. At the moment, 150,000 
French Union troops, together with slowly Increasing forces of the associated 
states, are holding their own. It is nonetheless clear that even with our mill- 
tary assistance, it will be difficult to continue to hold {n the future, not alone to 
improve the situation, unless a number of other developments occur, Unless 
the governments of the associated states can deal with the problems of rellef 
that are created by the scorched earth tactics of the guerrillas, can develop 
institutions which are responsive to the needs of thelr people, can raise and 
support additional forces of their own to augment, and eventually to replace, 
the French Union troops, and can commence projects which promise a better 
future for thelr subjects, the situation will become hopeless. At thelr present 
stage of development, and beset by widespread hostilitles and subversion, these 
new states are unable to take all of these steps without the kind of technical 
and cconomie assistance that we have proposed fn the current program. The 
value of our military assistance fn the solution of current military difficulties 
willl be matertally lessened unless this complementary economle and techulcal 
afd Is also provided. The application of all or an apprectable portion of the 
$50,000,000 reduction to the Indochina program would thus materially detract 
from the attainment of our objectives. 

The problems of India have had the special attention of your committee on 
several occasions during the last 6 months, and I need not belabor them. The 
continued freedom of its 350,000,000 peopte from Soviet control is obviously a 
matter of great moment to the rest of the free nations. In relatlon to its im- 

rtance, population, and needs, the amount of ald which we have recommended 
8 the minimum needed in order to begin an efftcive attack on India’s central 
problem—the shortage of food. We belleve it Is necessary to expand, and to 
complement with essential supplies, the smail technical assistance projects which 
complement with essential supplies, the small technical assistance projects which 
are directed almost entirely to increasing the production of food. In addition, 
it {a important to effect a pia increase in the base of Indian agriculture—to 
expand India’s agricultural “plant capacity" by clearance of new land, by ground- 
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water irrigation of land that {s now marginal, and by the expansion of capacity 
to vlbdute ania use terttitesr The application of all, or an appreciable portion, 
of the $50,000,000 reduction to this program would make the implementation of 
these measures impossible. , 

As a practical matter, therefore, this reduction, if it is allowed to stand, woula 
necessarily eliminate, or serlously impair, the programs which hare been planned 
. for one or more of the above four countries and, {n doing so, matertally hamper 
our efforts to bulld strength {n Asia. Without such strength, Asia Is tikely to be 
lost to Soviet communism, and such loss would do incalculable damage to our 
capacity to defend ourselves, Although some of the presets which are proposed 
are long-range in thé sense that they will take a number of years to come to frul- 
tlon, they are essential to this strength, and if they are not conimenced now, in 
this critical period when the future of the free world Is being shaped, the reasons 
for commencing them, and the opportunity to commence them, may well be lost, 
The free countries may then already have been absorbed in the Soviet spliere. 

TI am also concerned over the effect of the proposed cut of $100,000, in 
the authorization of funds for Korean rellef and rehabilitatton upon the morale 
of the Korean people, upon thelr willingness and ability to continue resistance 
to Communist control, and upon the contributions which other countries have 
made or pledged for the rellef and rehabilitation of the Korean people, I 
fully sympathize with the considerations which ted you to propose this reduc- 
tion, but I belleve that those which I am setting forth below should be controlling. 

The Korean Government and people are already famillar with the proposed 
$250,000,000 program of the United Natlons, and with the fact that the United 
States, subject to the approval of the Congress, has pledged $162,500,000 toward 
this program. The Korean people will not understand the failure of this Govern- 
ment to authorize an appropriation equivalent to the United States pledge and 
“will be disturbed over the implications of this failure for thelr future. Only 

the hope of an eventual improvement [n thelr serious economic pileht, a hope 
which is symbolized In the proposed United Nations program, has sustained 
thelr morale and will to endure their present hardships and sufferings. During 
this perlod of armistice negotiatlons, morcover, they are particularly appre- 
hensive over the long-run {ntentlons of the United States and the United Nations 
with respect to their country. The recent announcement of arrangements be- 
tween the Unified Command and the United Nations Korean Reconstruction 
Agency has been extremely helpful, accotding to our Ambassador, in persuading 
the Koreans that there was no intentlon to desert them. 

T hardly need emphastze the intimate relationship between the morale of the 
Korean civillan population and the success of the armies operating in Korea, 
if warfare continues, and of its similar relationship to the maintenance of polit- 
ical stability, if warfare should cease. I delleve that the effect of low morale 
or disillustonment upon Korean cooperativeness In military and political nego- 
tlations, and upon thelr determInation by thelr own efforts to create milltary and 
economic strength, Is also evident. The results of low morale could be dis- 
astrous and largely undo the accomplishments of our costly military efforts. 

T should also stress that an [ndicatlon of congressional unwillingness to author: 
ize the full amount pledged by the United States to the United Nations Korean 
Reconstruction Agency (UNKRA), subject to congressional approval, would have 
an unfortunate effect on the aimilar legisiative actlons which are required at-this 

time in other countries in fulfilment of thelr own pledges. It would also cer- 
tainly affect our expectation that additiona) countries will contribute to the 
financial support of this undertaking. In addition, the United States must not 
overlook the fact that certain oher nations have already made their fe Bes guCd. 
To name only one, Canada has patd {ta contribution of $7,250,000. The Unitel 
Kingdom, {ts contribution of $28,000,000 authorized by Parliament, has indicated 
that its pledge was made with the sriicipered United States contribution to mind 
and that its payments will be governed by the payments made by the United 
States. I, therefore, think that {f the United States falls to exercise leadership 
by fulfilling its moral commitment to this undertaking such action will bare an 
adverse effect on the opel or anticipated contributions of other nattons, 
- whereas forthright action now in accordance with our pledge fa likely to stimu- 
‘tate such contributions. Such a derelopment might, tn view of our residual 
responsibility to the Republic of Korea, result {n a greater total cost to the 
vy While the tate fi eeike tvtawabe dee 
e date for commencement of a major program cannot yét be fixed, it 
- is likely that it will be under way sufficiently ear y {i the current Untted States 
fiscal year £0 as to requite large amounts available for prompt commitment, The 
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United States contribution will require action by the Appropriations Committees 
aa well as by the committees concerned with foreign affairs, and there is a danger 
that funds could not be made available {n time if the full nuthorization were 
not now approved. 

The Unf{ted States should, by authorizing the full contribution now, honor its 
moral obligation. In this way It will affirm its good faith and give an {mportant 
vote of confidence to these heavily burdened people who have suffered some 

000,000,000 In war damage to their homes, farms, hospitals, and businesses, 

I hope that the foregoing review of the effects of the proposed reductions is 
sufficiently explicit and detailed to provide you with a clear understanding of 
the reasons for our concern over your proror and of the importance which we 
attach to an authorization for the full amounts requested, If {t fails to do so, 
we are prepared to appear at any tlme to furnish further explanations, 

Sincerely yours, 
Dean Aciiecson, 


Economic Cooperation ADMINISTRATION, 
Washington 25, D. C., Auguat 7, 1951, 
Hon. .JAses P, Ricitarps, 
Chairman, House Forctan Affaira Committee. 
House of Represcntatirce, Washington, D. C. 


Drag Ma. CitainMan: May I at the outset express my sincere appreciation for 
the tact, cons{deration, and patience with which you and your committee have 
treated the difficult and important hearings in connection with our Mutual 
Security Program. 

Iam writing at this time because I am greatly concerned over the $435 milifon 
reductlon {n the econunile ald portlon of the Mutual Security Program, as 
proposed In your bill H. R, 5020. This represents a reduction of about 17 percent 
in the ainount sought by ECA for the European program and nearly 20 percent 
Jn the amcunt sought for the Far East prograin (apart from the Korean rehabill- 
tation program, where the cut approximates nearly 00 percent of the sum 
requested). As you know, we have bistorically asked for funds only to the 
earefully calculated mininum amount deenied necessary for ECA to do Its job. 
The same criteria were used this year and the amount was based on optimistic 
deterininations as tu continuing recovery and a frugal estimate of the needs of 
the reciptent nations. The ald program proposed was prepared on an austerity 
basis and Is the agencies’ estimate of the niinimum necessary for the European 
governments to undetake the military tasks Imposed on them under our Joint 
plan. Such a reduction in the supply of Industrial goods and necessary food can 
only result {pn an even greater inability of the European countries to inount the 
defense efforts that we are relying on from them. 2 

Specifically, you propose a cut of $285 million from the already severely 
restricted atounts provided fur the countries covered in title f of the act. 
Thia will bave the effect of sharply limiting the ability of Europe to attain 
even the presently contemplated levels of rearmament which, as you know 
from our testimony, are even now not nearly adequate. Moreover, due to the 
relationship of the economic ald portions of the dill te the military production 
features which It {s fntended to support. the elfinination of $285 imillfon will 
actually almount to a cut-back {n terms of military equipment of several tlines 
that amount. 

Continental Western Europe will need to import $3.2 billlons worth of dollar 
imports, such as fuels, raw materials, capital equipment, and other nianufactures, 
as well as food, feed, fertllizer, natural fibers, and other agricultural products. 
As you know, in fiscal 1952, these Imports are much more directly related (o 
defense than has been true {n the past. Cuts In these imports would Inevitably 
and directly affect the level of production in Europe. Goods such as these are 
processed and manufactured within the European countries. In this process, 
the value added by European producers is between four and six times the initlal 
value of the goods. Consequently, European production would be cut, or its 
expansion would be retarded, by an amount four to six times as great as the 
amount of the reduction in imports. Nor is this the full story, for one effect of 
the cut {n production would be to {nterfere with European export earnings and 
thus to curtall further the imports that the Europeans are planning to Anance 
with thelr own earnings. 
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Going beyond industrial raw materials, a part of the cut, ibly a large part, 

would fall On capital goods. Insofar as these are items of equipment cred - 
for the expanston and modernization of European industry, the inability to 
purchase them might not affect production currently but would In a direct and 
obvious fashion retard the recovery process and interfere with military produc 
tlon planning. A substantial part of the Industrial machinery and equipwent to 
be imported from the United States is accounted for, however, by spare parte, 
No cuts would be possible in this category without risk of a crippling effect on 
gurrent production, Finally, it should be borne in mind that‘Zurope's capital 
goods and machinery ifpports from the United States consist of items not avail- 
able elsewhere. Since these usually constitute only a small proportion of the 
total cost of capital proiects undertaken, the Inability to obtald these tems would, 
again, have a large multiple effect upon the rate of investment and production in 


Tope. 

The economic ald program was specifically designed to make ft possible for 
the Western European countries to mount defense establishments capable of 
withstanding European aggression. The defense portion of this program as- 
sumed by the European countries calls for a significant drain on their resources, 
particularly taking Into account the level of {ncome In Europe and the recent date 
of their insecure recorery from the postwar crists. It should be remembered 
that the Europeans are belng called upon to supply most of the manpower for 
the defense plan. They are, themselves, undertaking the costs of, supporting 
this manpower, maintaining and operating equipment and materiel, and the ma- 
jor portion of the cost of basic constriction for such items as alitflelds and 
communications, Due to the lower-cost factors which are applicable to military 
preparations in Europe, the use of United States dollar ald means much more 
in terms of actual equipment produced there. The amount proposed to be elim. 
inated from the European nrea will result in a substantial reduction in military 
expenditures, [In production of matériel, and in maintenance of major equipment. 
Even If this cut were to be offset by an increase in MDAP ald, in order to obtain 
equivalent value, it would have to be of the general magnitude of a billlon 
dollars, Alternatively, if there {s no offsetting {ncrease, a reduction In the combat- 
readied divisions of European troops avallable to General Eisenhower will result. 

With respect to the proposed cut of $50 million for the countries covered fn 
title IIT, we already have gravé doubts that the $262.5 million requested will 
meet the exigencies of the situations In the countries of the Far East. Any cut in 
the proposed $90 million ald figure for Furmoea wil! be a severe blow to United 
States politico-military policy. In Indochina, we are engaged in an economic sup- 
port operation, directly involved in a military contest with active Communist 
aggression, Any reduction in the ald proposed In this area would be a real blow 
to United States prestige and provide telling propaganda material for the Com- 
munist segments of this and other countries. In Burma, Thailand, and Indo- 
nesia, we have already scaled our programs to an aggregate of less than $30 
million, which represents a contribution of lesa than &0 cents per capita for these 
countries, If an even lower figure should now be nevessary, we shall severely 
compromise our effort to strengthen the economic and political position of these 
countries, The program for the Philippines is tled to the Bell recommendations 
and conditioned upon undertakings to be assumed by the Phijippine Government. 
In reliance on this commitment, the Philippine Government has taken steps jo 
the fields of increased taxes, minimum wages, and social! improvements to quale 
themselves for ald from the United States. To withdraw that ald now will cer- 
tainty effect our position in the Far East end threaten the progress now apparent 
in the Philippines, 

In summary, the effect of these cuts in Europe will be to retard the expansion 
of production and of raising and supporting the forces and facilities which the 
defense programs absolutely require. In the Far Rast, where programs in most 
instances have barely commenced, they will impair our effectivences and, in some 
instances, may warrant the total withdrawal of essential country-ald programs, 
I urge upon you, therefore, to reconsider the amounts recommendations {n the 
substitute bill introduced by you and to restore the proposals of our submission. 
If you should desire any further justification of the detail in our presentatlon, we 
will, of course, be happy to provide it. 

Sincerely yours, a ug 
de 8 Waza 0, Foster, Admintelrator, 


THE MUTUAL SECURITY PROGRAM 1573 


DEPARTMENT OF State, 
Washington, August 7, 1951. 
Hon. Javes P, Ricsarps, 


Chairman, Commitice on Foreign Affaire, 
Untied Statice House of Representatives. 


My Deas Ma. Ricwapos: Iam bee to furnleh the attached statement show- 
ing the number of persons Included under the tralning aud exchange aspects of 
the point 4 program and related programs, This statement was requested by the 
Honorable Jobn M. Vorys for his information, and by the Honorable Abraham 
A. Ribicoff for the record on Monday, July 30, 1951, during the hearings before 
your committee on the Mutual Security Program. 

T have eent coples of thts statement directly to Congressuten Vorys and Ribicoff 
for their Prot Information. 

Moet of the exchanges authorized are for training fo the United States: how- 
ever, there are other (raining centers now {o use in Puerto Rico and Beirut, end 
it Is contemplated that additional training centers will be established outside the 
United States when it {s advantageous to do go. 

Sincerely yours, 
Henry G. Bennett, 
Administrator, Teci, ical Cooperation Administration. 


Sustaraky of TRAINING AND ExcitANor Procrius With QGroorsPHic 
Disrrisurion, Fiscan Year 1951 


The training and exchange activitles sponsored by the Untted States Govern- 
ment come under five principal headings, and in additton there are a few 
special programs limited to one or two countries, as shown in the attacbed state- 
ment. The five principal programs are as follows: Point 4, ECA, Smnlth-Mundt, 
Fulbright, and UN. The point 4 program makes maximum use of existing ad- 
mtnistrative machinery established by the Office of Educational Exchange in 
the State Department for the selection and processing of (rainees. This pro- 
cedure gives maximum insurance against duplication in the three programs under 
the State Department's supervision; vis point 4, Smith-Mundt, and Fulbright. 
The point 4 administration endeavors to avold duplication of the training and 
exchange activities of other agencies, and observes the following precautions: 

(a) Authorizes only those exchanges which serve the long-range economle 
development objectives of the proses Such exchanges differ from those of 
EOA which concentrate on additlonal production related to the present emer- 
gency, and also from those cultural and general educattonal exchanges adwin- 
istered by the Office of Exiucational Exchange of the State Department. 

(0) Coordinates closely with the UN and its specialized agencies so that it 
is informed of each request recelved for training and exchange by the UN, 

(c) Utilizes field selection machinery and the proceasing facilities of the 
Office of Rducational Exchange wherever possible. 

There follows a summary table showing the number of exchanges authorized 
for fiscal year 1951 by program. 


Exchanges authorized for fiscal yeor 1951, all programe 


Number of 
Program persone 
Point 4.. eee eets pave seu a etense sane Gast enseeee4egeneanee eSreeeess2*e2ea8e08 e8@ecee28 
BCA ¢ soo 2octoe ect cts laa sie Since encase eaicdohesiovcesseee encase 2,8 
Smith-Mundt (Public Law 402).-.-.---.-..---..-----2.--- Seem nA A 1, 017 
Fulbright (Public Law 584)'....----...---.-.-------------- eunenucece. 1,331 
Seulth-Mundt, Fulbright *_......--..---...----.--------- eee eee 912 
UN! =sweweeces ete ereer qe sees see essere re eece tease grocer aeteat ease aeseces 900 
Spectal: 
Irantan trust fund (Public Law §61)---.- aveexs deaeestotes geste 10 
Chinese students (not exchanges) -.-.------------ seuss e westews --- 2,800 
Japanese reortentation (U. 8. Army)-.---.--.---------------------- $40 
. Austria and Germany (reorlentation).........---..--- Sicaccecesa 8, 040 
Wonish educational exchange...--.--- een nee cn ane ee ene secnee-s 65 
4 Rennd trip travel only. 
Le ASE AHS RE RY no, 


1574 THE MUTUAL SECURITY PROGRAM 


Attached to this statement is a table showing tho application of the 
several governmental training and education exchange programs to 
the various countries of the world. Tho following paragraphs out- 
line the scope and approximate size of each of the programs: 

- (1) Point ee cee ne point 4 program, authorized by Public 
Law 535, Eighty-first Congress, brings trainees to training centers in 
the United States and elsewhere from the economically underdevelop- 
ed countries of Latin America, Africa, and the Near East, These per- 
sons are selected because of their ability to make 9 contribution to the 
economic development of their countries. Training is given in a wide 
variety of skills having economio significance.: Eight hundred aind 
pay wo exchanges were approved jn fiscal year 1951 under the point 
program. 

(2) BOA exchanges.—The Economic Cooperation Administration 

prey des for technical raining and intensive study of production 
echniques for persons from the countries of Europe and their ce- 
pendent overseas torritories, and from Korea, China, the Philippines, 
and southeast Asia. During fiscal year 1931, 2,835 trainees came to the 
United States from Western Europe, and 73 from the Far East. Most 
of these came for relatively short periods. Attention was usually 
given to training in industrial production techniques. 
_ (8) Smith-Mundt exchanges.—The Office of Educational Exchange 
of the State Department, under Public Law 402, Eightieth Congress 
the Smith-Mundt Act, carries out professional and cultural exchanges 
with most of the countries of the world. This program is active in a 
variety of fields, but technical personne! are not included in this pro- 
gram wherever point 4 or ECA programs are active. Within the De- 
rtment of State there is dlose coordination between the Technical 
ooperation Administration and the Office of Educational Exchange 
toinsure against duplication. A total of 1,047 exchanges were approyv- 
ed during fiscal year 1951. 

(4 Hoel bey exchanges —The Office of Educational Exchange 
administers the Fulbright program under Public Law 584, sah os 
ninth Con which is applicable to 18 countries in Sureps, the 
Near East, and the Far Bast, The Smith-Mundt and Fulbright 
progranis are operated so as to supplement each other, many of the 
grants being joint awards. Coordination between the Fulbright pro- 
gram and the technical assistance p ms of post 4 and ECA is 
effected in the field by having the local ECA or TCA representatives 
sit on the board of the local Fulbright Foundation or meet with it 
when candidates are selected. Approximately 1,331 grants were made 
under the Fulbright program in fiscal year 1951. 

5) UN exchanges.—Tho expanded program of technical assistance 
under the United Nations and the related specialized agencies, is 
operative in 42 countries, in all pares of the world. Coordination with 
the point fpre m is achieved by a constant exchange of information 
between Washington and the United Nations headquarters on re- 
ee for technical assistance, and by United States missions in the 
field which keep themselves informed on requests made to interna- 
tional agencies. In the firat fiscal period of the United Nations 
P m from guly 1, 1950, to December 31, 1050, a total of nearly 
900 fellowships an scholarships were granted; or under consideration. 


t 
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(G6) Special program exchanges—Thoere are several special pro- 
grams applicable in each case to only one or two countries. These, 
with approximate numbers of exchanges, are: 

(a) Iran: Iranian trust fund, under Public Law 861, Eighty-first 
Congress, 10 persons. 

(5) China: Assistance to Chinese students, under Public Law 533, 
Kighty-first Congress, title II. (No exchanges; 2,890 Chinese in the 
United States.) 

(<) Japan and the Ryukyu Islands: Reorientation program opera- 
ted by the United States Army ; 840 persons. 

(a} Austria and Germany: Program authorized under general 
appropriation act for 1951, Germany, 2,700 persons; Austria, 250 

rsons. 

(e) Finland: Finnish educational exchange program, under Public 
Law 265, Kighty-first Congress, 65 persons. 

In each case where more than one United States program is opera- 
{ive coordination procedures are in effect to insure that there will 
be no duplication of effort. 
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ATTACHMENT I1—Continued 
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DEPARTMENT OF STATE, 
' TECHNICAL COOPERATION ADMINIQTRATION, 
Waehingion, Auguat 7, 1951. - 


The Honorable Jaynes P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
: House of Representatives. : 
My Dzaz Ma. Ricnanps: Duriog testimony before. your committee on July 
80, Mr. Javits asked ura several related questions on the problema of securlog ade- 
quate investment capital for the development of under-developed areas, add on 
the proposal for an international economle development agency of the World 
Bank by Mr. Nelson efeller and the International Development Advisory 
Board. The attached statement proves my answers to these questions. 
: A copy of the enclosed statement has been sent directly to Mr. Javits for 
his personal information, ot os . . 
I shall be happy to give you eny additional {uformation you desire. 


Sincerely youre, : 
: io Henzy G. Bennett, Administrator. 


Sraravert ay Da. Henay GO. Bererert on Sxvraat Paostzus Retarso To Provip- 
ING Qarrral FoR THE DEVELOPMENT OF UNDgRDEVELOPED Anras 


I have been asked to state my ‘views op how the dearth of investment capital 

ea affects our program and what can be done to 

atimatate such fpvestment. I have aleo been asked to give my views on Nr, - 
¢c 


re devel ' 
agency of the International Bank. velopment 


First of all, let me say that I the importance of capital invest- . 


ment to economle development. ‘To take only one egample, we are 9} familler 


with the Impetus giren the detelopment of our own’ conoley by the inrestment © 
of foreign capital from Europe. The fact that a déarth of investment capitel . 
exists {n the underdeveloped countries today fs one of the important reasons 


a 
a 
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I believe that domestle savings must provide the bulk of the capital for de- 
velopment of the underdereloped areas as it has always done in the past. How- 
ever, domestic investment alone will not be sufficient In many countries and will 
have to be supplemented by foreign Investment, both public and private. There- 
fore, I believe that our Government should vigorously press forward in its efforts 
to create conditions favorable to private Investment abroad. A major part of 
this effort is the negotiation of modern commercial treaties which include assur- 
ances of fair treatment of American investors. I also belleve that limited 
guaranties of private investments, as previously proposed by the executive 
branch, would be of value. Long-term purchasing contracts and other market 
devices may be necessary to stlinulate the development of critical materiale 

I question, however, whether the establishment and operation of an Inter- 
national Development Authority for distributing grants for economle derelop- 
ment, as proposed by the International Development Advisory’ Board, Is de- 
sirable at this time. My reasons for taking this position are given later in this 
statement. ; . : 

The outflow of American private investment capital to underdeveloped areas 
in recent years haz peeti disappointin Nin relation to need. In 1049, 
auch javestment .whs only $852 million includ 
606 million. Two-thirds of this in 


felnvested earnings, and fn 
nt was in the petroleum 


n be offered Investors 


tment in underdevel- 
use basic facilities 


ts, clothing for 


¢ they had the money. Now 
hey are p rnéd ng enough food to ¢at. Ruch poor 

. people cannot afford tp\save helr mesger consumption, and there- 
fare local Investment ital fe, is estimated that domestic sav- 
t ‘ lon where per 

r year, Capital 


y way I can s8@ that. income a 
can be Increased is for them to intrease Aheir own production. If 
grow enough corm and wheat and rice to sfy thelr own needs and a 
they can sell the surplus for cash. The surplus will need 
that calls for plants a “machinery, which means capital 
{avestment. If they gtow~cottin-in- mercial quantities, that means 
and crashing mills, spinning and woaving plants, and 4 textile industry. These 
+ things require capital investment. . . 
' But the dastc Thing fia to enable the people on the land to produce more, Bo 
‘ they will have mote prodacta to Séll and therefore more money to whend for 
the things they need and want. As their Income rises, they create a rofitable 
- market for indostrics that reqaite capital investment. In fact, I belleve that 
if we help create this Increased production and these profitable markets, yoa 
“can't beep investors from coming in. 
- Generally 


colteral developinen 
Incteas ealtaral production provides the raw materials for 
the small feateeien that are the next natural step in cconomic detelopment, 
* and the income that enables the people to buy the products of those industries, 
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Frankly, J think the best thing that point 4 can do to encourage capital In- 

. vestment in the underdeveloped countries as a whole is to work first with the 

people where they are, on the land, to enable them to create new wealth and 
new income that will make the investment of capita) profitable. 

As a general proposition, this Is a long-range program, and [ honestly can't 
promise that this process will open up opportunitles for new markets and new 

. Industries overnight. But I do think {t {is the only sound way fo proceed, so 
that the result in the long run will be satlafactory both to the people of the un- 
derdeveloped countriea and to us. . 

Golng at it this way docan't cost very much. The milliona of farmers and 

peasan gs in these countries doo’t need large quantities of expensive machinery 

Ike tractora and combines. Most of them farm ptots so small that mechanized 
faring wouldn't be profitable. They need almple, {nexpensive imnprovements— 
a Uttle better sced, a little better plow, a long-handled justead of a ahort-handlted 
hoe, a acythe instead of a alckle, a simple threshing machine instead of oxen 
treading out the grain, a way to preserve food from one harvest season to the 
next. Most of these things they can do themselves, with their own resources, if 
they are shown how. 

Tn fact, as I have indicated, most of the capital that should go tuto building 
up these countries should come from within a large part of the natural re- 
souras aud the labor be loca}, and there are limita fo the forelgu debt which 
underdereloped countries can support, As the tncome of the people increases, 
the Increased savings can be channeled into savings banks and Insurance com- 
panies and used for economic development projects. Ono of the most construc- 
tive forms of technical assistance wo can give is the ndvico and counsel of ex- 
perlenced technicians in the tields of administration, mr ragentent, flnancing and 
amall irdustriea. Wo are already providing such agsistance in some cases. For 
example, we are carrying out projects In Paraguay, Costa Rica, Saudi Arabia, 
and Pakistan In revision of the tax system, tarif€ structure, customs collection 
and the Improvement of central banks. I expect wo will need to expand our 
operations of this kind as the demand Increases, 

The fact is, the more the economles of the other countries grow, the more they 
find they can do for themselres, the greater the opportunitics for private invest- 
ment are likely to be. In the derelopment of {ta 6-year program In the Colombo 
plan, the Indlan Government ‘estimated that domestic savings and investment 
would increase from 2% to 4% to & percent of a rising national income, The 
people become accustomed to thinking [np business and financial terins that are 
fawillar to us, and they become lcss suspicious of Americans with money to 
invest for a fair return. 

There are already some specific Instances where American capltal can be 
invested to mutual adrantage, and we are constantly on the lookout for them. 
On a selective basis, we Intend to acquaint American intercats with promising 
opportunitles for investinent and to help countries that need and want capital 

- for specific developments to get in touch with potential Investors. 

Of course, there are other cases where outside public capital ts needed for 
projects unsuitable for private investment. We work closely with the Interna- 
tlonal Rank for Reconstruction and Development and with the Export-[mport 
Bank on projecta where technical cooperation and investment are dependent 
upon each other, These two Institutions made loans of $768 million {n 1850 to 
underdeveloped countrica. They provided financing for basic utilities—hydro- 
electric power, transportation, harbor development, Irrigatlon projects, sewage 
systems and the like—which supplement and encourage, rather than compete 
with private capital. The Congress is belng asked to increase the lending 
authority of the Export-Import Bank by €1,000,000,000, and I support this 
proposal as & sound measure for assisting In the economle development of 

. frlendly countries. 
I firmly believe that as tho point 4 program progresses, we will learn much 
. More about the bilitles of capital investment in the underdeveloped countries, 
_and how it can be increased to their advantage and oura,. I believe that we will 
find that constractive, imaginative thinking can provide solutions to many 
problems where the Anancing of economic development projects fa Involved, 

Abore all, I believe that a practical, down-to-carth program of technicel co- 
operation which encourages, and fa combined with sound capital investment can 

_ 6 much to increase productivity and Improve lying conditions In the under- 
developed countries without placing a heavy burden on the Public Treasury of 
the United States. . 
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THE NEED FOR NEW INTERNATIONAL INSTITUTIONS 


Mr. Javits asked me to give facts and figures leading to any support or lack 
of It for Mr, Nelxon Rockefelter’s recommendation for an International cconomle 
development agency of the World Rank. This brings up the question of grants 
for financing economfe developinent, which I have not previously dlecussed, 
xince one of the two new International agencies proposed by Mr, Rockefeller 
and his advisery board Is the Internatlonal Development Authority, a proposed 
rant institution. 

I do not feel that it would be feasible at this time to establish an Inter- 
national development agency for the purpose of distributing grants. No organ- 
ization can be truly {nternational In character unless a sufficient number of 
countries nto able to make effective and significant contributions to it. At 
the present (me, it would be unreallatic to assume that such contributlons, 
amounting to &$00 millon according to the Rockefeller report, would be forth. 
comlug from other members of the United Notlons, T would hope that such 
grant ald as [s made available by the Congress can be effectively utilized without 
creating new agencies and without establishing grant afd as a normal feature 
of International cooperation. 

Ag to the deairability and feasibility of establishing an International Finance 
Corporation In connection with the Internatlonal Bank, whose functions would 
{netude providing to private enterprize equity capital and loans to them without 
government guaranties, there appears to be some merit to such a proposal. 
However, It fs not clear thal a new agency az a subsidiary to the bank ja re 
quired to perform this job, since the bank for example, could in most cases effect 
the same result by providing loan capital to national development banks or a 
group of local banks as {t has done In Turkey, Ethiopia, and Mexico. However, 
the proposal certainly deservex study. I understand that the Economie and 
Social Council of the UN fs being requested tu Initlale such a gtudy. 


DEPARTMENT ov STATE, 
TECHNICAL COOPERATION ADMINISTRATION, 
Orrice oF THE ADMINIETRATOR, 
Washington, August 7, 1951, 
Mon. JAMga P, RIciAarDs, 
Chairman, Committee on Forcign Affaire, 
House of Representatives. 

My Dear Ma. Ricnarpes: During the hearings before the Coinmittee on Foreign 
Affaire on Monday, July 30, 1951, a request was nade by the Honorable James GQ, 
Folton for a suggestion concerolnog the possible use of Chincae students In the 
polnt 4 program. 

I am pleased to furnish the attached statement on this subket for inclusion 
in the Nai 

n yours, 
4 Henay G. exnet, 
- Adintntatrator, 


STATEMENT ON THE Possiarz Use OF CHINESE STUDENTS IN THE TECHNICAL 
COOPERATION PRoogau 


I am {Informed that during fiscal year 1051, 2,800 grants were awarded to 
Chinese students and scholars in this country. While many of the graduates 
have gone back to Communist China (about 100 ont of 1,000 graduates last 
year), most of the rest have found jobs here. The technically trained students, 
engineers and the like, who might be moat useful in point 4 are the ones who 
have found it easieat to get regular jobs, Those who havo atudicd In such felds 
as the law and the humanities have found it less easy to get work. 

Most of these students have come to the United States either on their own 
regpinsibility or under the auspices of the Natlonalist Goverament. They are 
not stranded here as a reault of a United States Government program. Our 
responslbillty for these students {a perhaps limited more to gencral humant- 
tarlan considerations than to what might be termed an organizational responat- 


In considering the possibiiity of using Chinese abroad as the representatives 
of the United States certain serious difficulties have become apparent. It fs 


ie, amNY Se Sage: 
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in the countrica of southeast Asta that they would be most useful, but Ut ts io 
some of these very countries that the foellng against the Chineso is must acute, 
because of the extent to which the Chlacse have infiltrated Into thete economic 
and political life. An additional deterrent Is the fact that the fanilles of these 
studenta are still In China, and through them It fs possible that great pressures 
can be exerclaed. Vory careful conafderalon should be given to the advisablilly 
of pytting (hese students In positions of responsjbillty under the Valtad States 
Government in ovetscas positions where such pressures could de applled. 

My conclualon, therefore, Is that we must be aympathetle but cautlous in the 
use of Chinese studenta under the point 4 program, The selutlon to this probletu 
wight beat be approached through other Government ageneles, 


STATEMENT BY ELON, Groxar C. McGim 
THE INDEPENDENT COUNTRIFS OF NORTHFRY AFRICA 


We are convinced that the modest afd programs proposed for the Independent 
Afrtcan countries of Lihya, Liberis, and Ethiopia are fully justifled. Kach in 
ita own way is an important untft tthe Mutual Securily Program. 

Tho Investment of private funds from the United States has maue Liberia an 
important source of rubber, Export-Import Hank loans have cnabled Liberla to 
export high-grade iron oro to the United States, the frat shiplond of which 
arrived in Baltimore on Juuo 22, The Export-Import Bank loans aro assisting 
in the dovelopment of Liberia's pala kernels and cocoa crops. The port of 
Monrovia, developed with Untted States assistance, makes these materials readily 
available for ocean transport. 

The geographical location of Liberia fully justifies Its continued development 
asa source of raw materials. Much remaltns to be done, however, before Liberia 
realizea ita potential; the proposed ald program, eiuphaaizing food production 
and public health, will enable Liberia to make best use of other resources, fn- 
cluding its Une of credit from the Export-huport Bank, 

In Libya a people, previously under colonial status, are establishing a nation. 
The development of Libya as a Atable state $s fmportant to the United States, 
who strongly aupported the UN resolution providlug for Libya's independence 
on or before January 1, 1052, Wihya {ts of course conti guoua with other near- 
eastern territories which have been discussed éariler fn thia presentation. Ita 
coast line and its alrfiehis are of great atrategle Importance fo ua It's people 
require the assistance of the Mutual Sccurlty Program in oter to bulld up 
thelr economy, whith Ia largely agricultural anc bee 

Kthlopla and Eritrea le adjacent to the Red , strategically located on (he 
transport life line to the east and on the perlmeter of the Near Kast. Hthlopta 
has been traditionally (rlendly to us and Kthloplan troopa have receutly arrived 
in Korea to particlyate in the UN military operation there. In view of the 
progreasive attitude of the Government and Its promising natutal resources, 
Kthlopla again {a a caso where we can expect early returns from a modest pro- 
grato of arsistance which will supplement ald which Ethiopla fs now receiving 
through the International Bank. . 

The total ald proposed for these three African countelica amounts to $4 mallifon, 
Dr. Bennett will deal with these programs more specifically. 


Sark wae 
STATEMENT or Awnasaanoa Henay F. Gpapy ox Arp to Tean 


Tran lies in the long space between tho two areas—Rurope and the Far Kast— 
where American interest has been centered aince the wat. I think it warrants 
more attention than we aa a Nation have been giving it. 

Tran ts a country about tho aize of our Southwest, and, ilke It, rather sparsely 
settied hy around 15 mililon poopie. Most of these poople are farmers living 
fa Daal and illiteracy in the few parte of the country where there Ia now 
euffictent water for agriculture. The only Industry of any atze is oll which Is 
located along the Persian Gulf, ; ; 

The country has great eoteniat wealth. Its olf resetres are tremendous: there 
are goed indications of other minerals; and the land will blossom like our South- 
weet if (he use of anime toachinery, irrigation, and modern techoiques can bo 
devoloped. And the Trantav, though now untrained and unskilled, ts a hard 
and intelligent worker. : 


f 
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Unfortunately the econginie, social, and political atructures of the country are 
so uudeveloped that Its wealth and manpower sleld only a sall return. Que 
Pc showed that the average per capita income of tha rural population-— 
including what the peasant grows for Liinsclf—ts only the equivalent of about 

Mayear. The relatlonship of peasants ta tandlords Is remiutscent of feudallsin. 

Vhite the forms of democracy are observed, only a smatt fraction of the people 
have yet been brought Into participation In it. ese blunt facts Piuentlon not 
tna spirit of criticism, but ¢o shaw how much needs to be done. 

Iran with fle off, warm-water ports, and position ag a buffer aren offers a 
gilttering target (o the Russians. And to make It easter for the Sovicts Iran 
possesses soclal unrest—and a 1,500-nife border with Russia, 

Russia's pressure on its Hdtle nelghbor has (wo prongs—fear and pronitee. 
Arg to the first, (he Ryssians need do nottivg. The fear that the Russians will 
sweep down on than grows naturally out of the historical atthtude of Russia 
toward Iran, and, more recently, out of Russla’s actlons in Kastera Europe, tn 
the Fur East, and in Iran Itself tu 1945. ‘This fear fs deep and almost silent. 

Ag (0 the second propg—promise—tho Soviets are quite active. Through 
propaganda from across the border and through the Communtst-lusplred Tudeh 
Party wlthin the country, there {3 a constant campaign atong the familtar Unes: 
“You are belug exploited by the Anglo-American fwperiallsts and by the corrupt 
landlerds, Communism would end your poverty aud oppression, and give you 
equality and a decent iving.” 

What has been the American answer to this pressure? Frankly a sinall one. 

We delivered surplus arms under a $25 million loan In 1048 and 19, we began 
tree delivertes of atmos under MDAP In 1%Q, The initlal amounts under MDAP 
have been modest In comparison with allotments to European countries, but 
have been as large as our Ainertean willtary advisers thought the Jzanlan Army 
and Alr Force could usefully absorb, Under guidance of these American ad- 
visors the armed forces have shown considerable Improvement in the last sev- 
eral years, que have atltalucd greater skill in the handitug of modern equipment. 
The armed forces ate now capable of using {Increased amounts of military equip 
meut. 

The Iranians have no tntentlon of building up an frantan Army which can 
unassisted repel a full-scale fnvasion. The primary purpose of the Iranian Army 
is to safeguard this Ittle country agalust the type of satellite attack used in 
Greece and Korea, and ta guard against {nternal disorder fomented by foreign 
enemies. It is hoped tbat fu Ue to come this army will be a steong partner 
in the world-wide defense of the tree world, 

On the economle side out material assistance to the country has consisted only 
of a small point 4 program, This fs a viMage pregrain designed to finprove edu- 
eatlon, agriculture, health, and sanitation In the rural areas where 80 percent 
of the peopte live. The work is done through demonstration villages with Amer- 
ican and Trantan techolelans tn agriculture, Irelgntlon, rural educatlon, public 
health, and sanitation showlng farmers how to Improve thete production and 
standantl of living. 

We Atvcrteans who live in Tran—and Tam speaking not Just of Government 
officlats but of businesstnen, misstonarles, Journalists, doctora, and soldlers—allt 
agree that education in the practical things of life, such as the village program 
gives, must come before democracy can tnike deep root in the country. The 
Trantans themselves, whether they be our friends or critles, educated city peo- 
wie or illiterate villagers, are enthuslastle about the program, 

The third part of our American approach ts the fuformation program of 
USIE. Since this essential program fs being presented to you at another time 
1 will not go Into It here. 

So much for our efforts up to now. And now for a fow comments, 

There ls a unanimous feeling aniong Iranians that our military afd should be 
accompanied by economle ald, and ff forced to choose belween the vo, most 
Traninns would take the economic atd. Their reasoning Ia that an atmy Ie of 
very limited value (¢ its country fs weakened hy poveriy, Uliteracy, and lack of 
atrong soclal and political structures. 1 think we Americans agree with thia 
principle. We have given ft public recognition hy assisting In the rebuilding of 
the European econoiny through ECA before embarking on a milltary progrant 
under MDAP. However, due to aceldenta of timing our military ald tn Tran has 
preceded our economic ald, thus subjecting ua to some well-deserved eriticlam. 
In our potnt 4 program we have begun to correct this, and the proposal bow 
before you—balanced between economic and milltary—will carry us forward 
along the Ines thought best by both Iranlans and Americans. 
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' In former consideration of economle ald for Iran the objection has some- 
‘times arisen that the ald might be misused. I would Ilke to meet this objection 
head-on. The Iranian government, it {s true, Is less able to administer an ald 

rogram than the gorerninents of Western Europe, But this fs not the point. 
‘We are granting ald where the need fs greatest and not Just where It will be 
administered the beat. In fact, the same conditions which create the need 
for aid may also create a propensity for leas efficlent ndmintstration of the ald. 
If we hang back because the government fs not all that we desire, we get nowhere, 
‘And furthermore, I] am confident ‘that we can help Iran to administer any 
‘economic ald so that It Will be well spént, 

In describing what our program has been I have Jn effect described What wo 

‘plan our program to bo in the future. The funds which we are requesting now 
will be used to carry on our past program with one modification. On the mill- 
tary side to attaln the objectives stuted we will use the money in roughly equal 
parts for new equipment, spare perts, and ammunition. On the economic side 
the technical-assistance program will be greatly expanded so that we will be 
‘reaching a alzable scgment of the country rather than trying to do the Job 
through a few demonstration centers. The new element {n the program {s that 
some funds will be used for capital improvements—wells, agricultural machin- 
ery, sawmills, and similar projects. This part of the program ts really an 
extension of the technical ald, since the capltal expenditures will be in close 
connection with our village instruction. 
In addition to telling the Iranian farmer that a well or a stecl plow Jz a 
good thing, we will make avallable thi igh bis Government a few wells and 
plowa so that the demonstration will be ee as well as theoretical. Our 
capital-‘wprovement program will be modest and, while It will produce some 
direct benefits In increased production, its primary purpose will be to teach, 
to show what can be done and to lead the way. 

Iran is in a period of reawakening and natlonalism. She is trying to catch up 
‘with the Western World in dozens of flelds, and in this she needa help. Further- 
more—and this Is important—shee needs some concrete demonstration of Ameri- 
can interest {n ber walfare at this critical moment. She does not want a heavy 
hand of direction from any outside power, but she will welcome technical 
assistance, educational help, and engineering advice given in good spirit. In 
‘the last century the United States has gained a reputation in Iran for good 
intentions and Impartiality. We have an opportunity to continue this repu- 
tation and to assist Iran to develop Into a healthy partner in the free world. 
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